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SUNSET,  SUNRISE,  AND  RELATED  MEASURES 


-    WEDNESDAY,  APRIL  4,  1979 

House  of  Representatives, 
Subcommittee  on  the  Legislative  Process, 

Committee  on  Rules, 

Washington,  D.C. 
The  subcommittee  met  at  10:05  a.m.,  in  room  H-313,  the  Capitol, 
Hon.   GiUis  W.   Long  (chairman  of  the  subcommittee)  presiding. 
Present:  Representatives  Long,  Boiling,  Zeferetti,  Moakley,  Frost, 
Lott,  and  Beilenson. 
Mr.  Long.  The  subcommittee  will  come  to  order. 

OPENING  STATEMENT  OF  HON.  GILLIS  W.  LONG,  CHAIRMAN 
OF  THE  SUBCOMMITTEE  ON  THE  LEGISLATIVE  PROCESS 

Mr.  Long.  I  would  like  to  welcome  members  of  the  full  Commit- 
tee on  Rules  who  have  joined  us  this  morning,  and  I  encourage 
them  to  participate  in  this  and  further  hearings  of  the  subcommit- 
tee. 

This  morning's  hearing  of  the  Subcommittee  on  the  Legislative 
Process  of  the  Committee  on  Rules  begins  our  consideration  of 
proposals  to  improve  congressional  review  of  Federal  programs. 
These  proposals  include  H.R.  2,  known  as  the  sunset  bill,  and  H.R. 
65,  known  as  the  sunrise  bill,  and  related  measures.  The  purview  of 
this  legislation  extends  to  regulatory  agencies  as  well  as  program 
agencies.  We  are  thus  also  considering  several  measures  concerned 
with  reorganization  of  regulatory  agencies  in  the  course  of  this 
hearing.  The  record  established  by  this  series  of  hearings  will  serve 
as  the  foundation  for  a  comprehensive  review  by  the  subcommittee 
of  these  various  proposals.  We  also  will  be  cooperating  with  the 
efforts  of  the  distinguished  chairman  of  the  Committee  on  Govern- 
ment Operations,  whose  committee  shares  jurisdiction  with  our 
subcommittee  on  many  of  these  proposals. 

The  American  people  are  demanding  more  efficient  and  less 
costly  government,  and  better  review  of  Federal  programs  by  the 
Congress  is  the  key  toward  achieving  that  end.  Our  final  recom- 
mendations must  establish  a  process  that  insures  effective  and 
meaningful  review — our  taxpayers  demand  no  less.  At  the  same 
time,  the  process  we  design  must  be  successfully  integrated  into 
the  regular  legislative  business  of  the  House  of  Representatives.  To 
fail  at  either  objective  is  to  fail  at  both.  I  am  confident  that  we  can 
find  a  middle  path  which  will  enable  us  to  focus  on  improving 
current  programs  without  losing  sight  of  our  other  legislative 
duties. 

(1) 


Our  colleague,  Representative  John  Anderson  of  Illinois,  a 
member  of  this  subcommittee,  planned  to  be  with  us  to  testify  on 
H.R.  2364,  the  Regulatory  Reform  Act  of  1979.  He  was  unavoidably 
detained  because  of  the  airline  strike.  We  will  hear  his  testimony 
at  another  time. 

Before  we  begin  the  hearing,  Mr.  Lott,  do  you  have  a  statement 
you  would  like  to  make? 

Mr.  Lott.  Just  a  couple  of  remarks,  Mr.  Chairman.  First,  I  would 
like  to  commend  you  with  the  way  you  are  moving  forward  on  this 
subcommittee.  We  have  already  had  experts  testify  before  the  sub- 
committee on  this  question.  They  have  provided  answers  and  raised 
other  questions.  We  are  looking  forward  today  to  hearing  from  the 
congressional  sponsors. 

I  have  a  list  of  14  or  15  very  basic  questions  that  are  involved  in 
this  area.  I  think  maybe  it  would  be  important  just  to  mention 
three  or  four  that  are  of  concern  to  me  personally. 

No.  1.  What  will  be  the  effects  of  sunset  on  the  various  existing 
congressional  authorization /appropriation  budget  process?  We  have 
to  evaluate  that  very  carefully  before  we  move  forward  with  legis- 
lation. 

What  should  be  the  reauthorization  cycle?  The  Senate  has  10 
years;  H.R.  2  has  10  years.  I  wonder  if  it  should  be  less,  perhaps  5 
or  6  years,  somewhere  in  between.  I  hope  you  will  address  that 
issue. 

If  we  are  going  to  have  comprehensive  sunset,  should  there  be 
programs  that  are  exempt,  or  none  at  all?  I  think  it  gets  to  be  a 
sticky  question  when  you  set  aside  certain  programs  and  areas  and 
you  don't  include  others.  I  am  inclined  to  think  we  should  be  very 
careful  in  that. 

Connected  with  that  is  the  Internal  Revenue  Code.  Should  it 
receive  the  same  periodic  review  pursuant  to  sunset  legislation? 

But  the  basic  question  is:  Should  we  have  sunset  legislation  at 
all?  Is  it  just  going  to  complicate  our  local  process,  involve  more 
work  and  not  provide  a  whole  lot  more  assistance? 

I  think  we  need  it.  I  hope  that  this  subcommittee,  with  the  help 
of  the  sponsors  of  the  legislation,  can  help  us  find  a  way  in  which 
we  can  go  ahead  with  this  sunset  legislation.  I  am  looking  forward 
to  the  testimony. 

Thank  you,  Mr.  Chairman. 

Mr.  Long.  Mr.  Zeferetti. 

Mr.  Zeferetti.  Thank  you,  Mr.  Chairman.  I,  too,  commend  you 
for  going  forward  and  I,  too,  would  like  to  welcome  this  morning 
the  authors  of  this  much-needed  legislation.  Needless  to  say,  the 
concept  is  one  of  the  most  important  issues  we  will  discuss  in  this 
Congress. 

Since  my  first  term,  I  have  been  a  cosponsor  and  enthusiastic 
supporter  of  this  legislation.  I  want  to  congratulate  Mr.  Blanchard, 
Mr.  Gephardt,  and  Mr.  Mineta  for  leading  the  fight  for  zero-based 
review,  which  I  believe  is  a  sensible  and  logical  extension  of  the 
congressional  budget  process.  It  eliminates  wasteful  and  duplicative 
Government  spending,  and  it  offers  a  vehicle  to  strengthen  the 
oversight  powers  of  Congress.  From  the  point  of  view  of  those  who 
wish  to  see  the  Federal  Government  extant  with  innovative  solu- 


tions,  it  provides  a  method  of  restoring  credibility  with  the  Ameri- 
can people. 

I  commend  you  again,  Mr.  Chairman,  for  bringing  this  hearing 
forward  and  starting  work  on  this.  Thank  you. 

Mr.  Long.  Thank  you,  Mr.  Zeferetti. 

Chairman  Boiling,  we  are  particularly  pleased  to  have  you  with 
us  today  as  we  undertake  this  long  road.  If  you  have  any  com- 
ments, we  would  be  pleased  to  hear  them. 

Mr.  Rolling.  Thank  you,  Mr.  Chairman.  I  would  just  like  to 
associate  myself  with  your  remarks,  and  in  particular  Mr. 
Zeferetti's  remarks,  and  congratulate  you  on  moving  forward  expe- 
ditiously. I  am  delighted  to  see  our  colleagues  who  are  the  princi- 
pal sponsors  of  this  effort  before  us. 

Thank  you. 

Mr.  Long.  Thank  you.  Mr.  Boiling. 

In  the  spirit  of  cooperation,  our  first  three  witnesses  are  appear- 
ing as  a  panel.  I  might  add  that  this  trio  of  Members  stands  out  for 
the  conscientious  work  they  have  done  over  the  years  to  improve 
congressional  oversight  of  programs.  I  believe  that  their  work  and 
promotion  with  regard  to  the  sunset  bill  is  a  challenge  to  our 
subcommittee  to  get  about  its  work  in  this  area.  My  conversations 
with  each  of  the  three,  individually,  has  convinced  me  of  their 
earnestness  with  regard  to  this  legislation.  Between  them  they 
bring  experience  from  the  Budget,  Ways  and  Means,  Banking, 
Public  Works,  and  Science  and  Technology  Committees. 

I  am  pleased  to  welcome  the  principal  sponsors  of  H.R.  2:  Con- 
gressmen James  Blanchard  of  Michigan,  Richard  Gephardt  of  Mis- 
souri, and  Norman  Mineta  of  California. 

Gentlemen,  please  proceed  in  whatever  manner  you  wish. 

STATEMENT  OF  HON.  JAMES  J.  BLANCHARD,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  MICHIGAN 

Mr.  Blanchard.  Thank  you,  Mr.  Chairman,  we  appreciate  this 
opportunity.  As  you  mentioned,  we  will  testify  as  a  panel.  I  will 
begin  and  then  Dick  Gephardt  and  Norm  Mineta  will  follow. 

We  are  here  in  support  of  meaningful,  serious  program  review 
and  reconsideration  of  legislation.  In  particular,  our  remarks  will 
be  addressed  at  H.R.  2,  which  is  the  principal  Sunset  Act  before  the 
House,  and  with  one  exception  is  identical  to  S.  2,  sponsored  by 
Senator  Muskie. 

We  welcome  your  early  interest,  and  I  think  what  will  be  thor- 
ough interest  in  this  subject  both  by  the  majority  and  minority  on 
the  committee.  We  are  confident  you  will  be  able  this  year,  or  early 
next  year,  to  report  an  effective,  solid  bill  to  the  full  House,  and  I 
believe  an  improved  bill  over  what  is  before  you  at  this  time. 

I  am  going  to  try  to  discuss  some  of  the  reasons  for  sunset  and  a 
little  bit  of  the  history.  Dick  Gephardt  will  talk  about  how  it 
works,  and  in  particular  about  tax  expenditures,  and  Norm  Mineta 
will  talk  about  some  of  the  common  criticisms  of  sunset  and  what 
is  ahead  in  the  future  and  how  we  would  recommend  to  proceed. 

As  you  know,  sunset  is  not  a  new  idea.  In  1975  we  introduced  the 
forerunner  to  this  bill,  and  got  together  in  1976  with  Senator 
Muskie  and  introduced  a  revised  sunset  bill.  Since  that  time  it  has 


gone  through  a  series  of  hearings,  reviews,  amendments,  and 
changes,  both  in  the  94th  and  95th  Congresses.  I  should  add  certain 
House  panels  did  have  hearings,  albeit  brief,  on  this  subject.  But 
much  of  the  work  has  been  done  in  the  Senate.  That  is  why  I  said 
we  here  in  the  House,  and  especially  this  panel,  can  improve  the 
legislation.  There  is  nothing  sacred  in  the  bill.  Certainly  I  don't 
think  those  of  us  who  have  been  working  on  this  think  that  the 
final  sunset  bill  has  been  written  yet.  We  hope  H.R.  2  will  be  the 
vehicle,  and  its  strong  points  will  be  maintained  in  the  review 
legislation. 

I  should  indicate  too,  since  the  introduction  of  the  idea,  there  has 
been  broad  congressional  support— young  and  old.  Democrat  and 
Republican,  liberal  and  conservative.  There  are  73  Senators  that 
are  sponsors,  and  right  now  about  180  Members  are  sponsors  of 
H.R.  2.  H.R.  2  minus  the  tax  expenditures  title  passed  the  Senate 
last  October  by  a  vote  of  87  to  1.  My  guess  is  once  there  is  a  vote,  it 
is  going  to  pass.  So  the  serious  work  will  have  to  be  done  before  the 
Rules  Committee. 

There  are,  I  think,  six  major  reasons  why  we  need  an  effective 
and  workable  sunset  bill. 

First,  a  serious  gap  exists  in  our  congressional  control  over  the 
budget  process. 

Second,  there  is  no  doubt  that  there  is  the  existence  of  some 
waste,  certainly  a  lot  of  duplication,  and  without  a  doubt  a  lot  of 
inefficiency  in  present  Government  programs. 

Third,  there  is  an  impending  shortfall  between  the  money  neces- 
sary for  new  programs,  or  expanded  existing  programs  and  the 
revenue  sources  of  our  Government. 

Fourth,  I  think  we  need  to  coordinate  tax  policy  with  spending 

policy. 

Fifth,  the  chronic  problem  of  rules  and  regulations,  how  they 
have  gotten  out  of  hand,  I  think  is  definitely  a  major  reason  for 
sunset. 

Sixth,  I  think  sunset  would  help  attack  the  increasing  public 
skepticism  about  Government  and  the  ability  of  Government  to 
work  effectively. 

As  you  know,  despite  the  reforms  contained  in  the  Budget  Act  of 
1974,  there  is  a  growing  and  very  large  portion  of  our  Federal 
budget  which  does  not  really  come  under  congressional  review,  at 
least  by  the  full  House,  or  in  any  meaningful  way  regulate  control 
of  the  spending.  I  don't  know  really  how  we  will  ever  get  a  handle 
on  the  budget  as  an  instrument  of  public  policy  without  beginning 
to  look  at  a  number  of  uncontrollable  items.  I  don't  know  how  we 
are  going  to  discuss  fighting  inflation  or  recession  without  a  handle 
on  what  is  about  78  percent  of  the  budget  which  is  uncontrollable. 
If  you  take  what  is  generally  agreed  upon  then  there  are  1,200 
Federal  spending  programs,  800  are  permanent;  their  authoriza- 
tions don't  expire,  which  is,  in  other  words,  a  huge  chunk.  We  are 
only  really  looking  at  about  26  percent  of  the  budget  on  a  regular 
basis,  and  over  the  long  haul,  only  about  a  third  of  the  Federal 
programs  are  coming  up  for  reconsideration  and/or  review. 

Sunset  provides  a  way  to  deal  with  this  problem  by  using  the  key 
instrument  the  Congress  has  in  the  authorization  and  appropri- 
ation process.  Sunset  would  require  the  regular  reauthorization  of 


virtually  all  Federal  programs,  save  a  couple  of  exemptions.  I  think 
the  idea  of  exemption  is  something  we  ought  to  explore  and  will 
explore. 

There  is  no  doubt  we  all  have  heard  the  horror  stories,  and  I  am 
not  going  to  recite  them  all  here,  on  waste  and  overlapping  pro- 
grams. I  will  just  indicate  very  briefly,  for  example,  that  GAO  has 
found  196  programs  providing  funds  entirely  or  in  part  for  commu- 
nity development.  This  is  a  subject  I  am  familiar  with  because  I 
serve  on  the  Banking  Subcommittee  on  Housing.  I  am  amazed  at 
how  many  other  subcommittees  in  the  Congress  are  dealing  with 
the  same  subject. 

There  are  196  programs  which  are  providing  community  develop- 
ment assistance;  only  19  are  administered  by  HUD,  and  the  rest 
are  scattered  under  other  Federal  agencies. 

There  is  also  an  interesting  footnote  about  bioconversion  of 
energy — that  is  energy  produced  from  organic  resources.  My  staff 
has  found  that  there  are  at  least  15  different  agencies  within  10 
different  departments  administering  programs  relating  to  biomass 
or  bioconversion.  This  has  all  happened  probably  while  the  three  of 
us  have  been  in  Congress,  without  our  really  knowing  that  it 
happened.  We  are  talking  about  Federal  spending  on  that  subject 
jumping  in  1  year  from  $139  million  to  $280  million  in  that  one 
little  subject.  And  for  all  those  programs,  as  far  as  we  can  tell, 
there  is  no  significant  interagency  coordination,  in  many  cases  no 
interagency  discussion  about  the  subject,  which  brings  us  to  an- 
other point  about  sunset. 

Sunset  would  not  only  require  permanent  programs  to  come 
under  a  reconsideration  and  review,  but  of  those  programs  that  are 
related  in  nature,  they  must  be  renewed  and  reconsidered  at  the 
same  time  and  in  relation  to  each  other. 

If  you  took  what  we  are  presently  reauthorizing,  you  could  make 
a  much  better  arrangement  in  bringing  them  up  in  an  orderly 
fashion  in  relation  to  each  other.  I  understand  the  Education  and 
Labor  Committee  is  doing  that  with  some  of  its  programs.  That 
might  be  something  to  look  at  in  addition  to  the  other  needs  this 
bill  addresses. 

Third,  I  think  the  choices  ahead  for  us  on  the  budget  and  taxes 
are  going  to  be  tough.  From  my  view  as  a  progressive  Democrat,  I 
don't  know  how  we  are  going  to  make  room  for  anything  that  we 
have  been  talking  about  expanding  or  enacting  without  some  great- 
er measure  of  budget  control.  I  just  don't  see  it. 

The  Senate  Budget  Committee  estimated  that  the  cost  of  31  new 
program  initiatives  between  1980  and  1983  would  be  $416  billion, 
but  in  looking  at  expected  revenues  they  only  could  see  about  $120 
billion  in  new  revenue  coming  in.  So  that  gap  is  horrendous. 

The  options  for  us  in  this  are  running  massive  deficits  and 
running  the  risk  of  fueling  inflation;  raising  taxes  substantially, 
which  I  don't  believe  is  going  to  be  done;  across-the-board  cuts  in 
spending,  which  I  think  we  all  understand  are  rather  foolhardy 
and  indiscriminate;  or  making  selective  cuts,  which  I  believe  sunset 
would  allow  us  to  do. 

Let  me  also  mention  the  great  need  to  coordinate  Federal  tax 
policy  with  Federal  spending  policy.  It  is  oftentimes  ignored,  but 
one  could  make  the  argument  tax  spending  in  the  seventies  and 


eighties  is  what  grants-in-aid  were  in  the  fifties  and  sixties.  Con- 
gressman Gephardt  will  talk  about  that  in  greater  detail.  Paren- 
thetically, I  should  say  it  is  estimated  tax  expenditures  will  add  up 
to  about  $140  billion;  most  are  permanent. 

There  is  the  problem  of  ever  increasing  number  of  Federal  rules 
and  regulations.  There  are  about  90  agencies  issuing  about  7,000 
regulations  each  year.  The  question  is  whether  we  are  going  to  a 
one  shot  at  a  time  or  some  kind  of  veto  mechanism,  or  whether 
there  is  some  other  way  to  do  it.  Let  me  simply  hold  out  the  idea 
our  bill  does  contain  a  requirement  that  rules  and  regulations  be 
looked  at  when  a  program  is  selected  to  end  up  in  review,  that 
sunset  offers  a  rational  system  for  looking  at  rules  and  regulations, 
since  how  a  program  is  administered  is  obviously  one  of  the  consid- 
erations as  to  whether  the  program  is  working  or  of  merit. 

Finally,  let  me  indicate  something  I  am  sure  you  are  aware  of, 
but  we  ought  to  think  of  it  very  carefully  as  Members  of  Congress, 
and  that  is  the  lack  of  public  confidence  in  Government,  and  in 
fact  in  many  other  institutions. 

Fortune  magazine  recently  had  a  survey  of  voter  attitudes.  The 
analysis  by  the  person  conducting  it  was  really  very  interesting.  He 
states: 

The  confidence  that  Government  can  accomplish  those  things  the  people  want 
done  has  declined  over  the  past  15  years  to  a  point  lower  than  at  any  time  in  the 
modern  era.  This  deterioration  is  diffuse  and  generalized,  not  focused  and  specific— 
with  the  public  doubting  Government's  overall  effectiveness,  rather  than  its  per- 
formance in  one  or  two  areas.  The  heart  of  the  indictment  is  a  call  not  for  less 
Government,  but  for  better  Government. 

This  is  Fortune  magazine  we  are  talking  about,  not  the  ADA 

Journal. 

But  the  essential  message  of  1978  is  a  sober  call  for  improved  performance.  There 
is  little  of  a  blind  lashing  out  at  Government,  and  nothing  could  be  more  unfortu- 
nate than  for  Government  to  answer  this  call  with  a  series  of  contrived  responses, 
unrealistic  promises,  and  exaggerated  rhetoric.  Such  a  reaction  would  only  strength- 
en the  doubts  already  felt  about  the  Government's  competency  and  responsiveness. 

Mr.  Chairman  and  members  of  the  committee,  I  believe  that 
sunset  is  a  proper  response  to  a  call  for  improved  performance.  I 
think  it  would  represent  a  genuine  commitment  by  all  of  us  to  take 
our  responsibilities  seriously.  The  alternative  is  to  say  we  simply 
don't  have  the  time,  which  I  don't  think  is  acceptance,  to  look  at 
all  the  programs  in  place. 

I  do  want  to  emphasize  the  basic  goal  of  this  legislation  is  recon- 
sideration of  programs  in  place,  not  termination,  and  not  necessar- 
ily oversight.  There  is  a  difference.  Although,  sunset  provides,  I 
think,  a  beautiful  vehicle  for  oversight. 

I  just  don't  see  how  we  can  allow  our  hands  to  be  tied  by  the 
inadequacy  of  old  approaches  in  handling  the  budget,  or  by  the 
impulsive  response  we  are  seeing  here  and  throughout  the  land. 
We  are  all  aware  of  what  is  being  done  such  as  the  meat-ax  cuts  in 
appropriations,  the  constitutional  amendment  craze  and  all  sorts  of 
desperate  referendums. 

These  alternatives  are  not  exactly  exciting  to  those  who  believe 
in  a  rational,  statesmanlike  form  of  government.  I  think  the  ques- 
tion is  really  whether  we  are  going  to  approach  the  subject  honest- 
ly, in  a  rational  and  statesmanlike  manner  try  to  set  up  a  process 


to  do  something  about  it,  or  whether  we  are  going  to  react  to 
honest  but  emotional  movements,  their  self-appointed  leaders  and 
the  legislative  concoctions  they  generate. 

More  than  half  the  Members  of  Congress  are  on  record  in  sup- 
port of  sunset  as  a  rational  solution  to  this  problem.  We  believe 
that  our  responsibility  is  to  govern,  not  grovel.  We  look  to  you  with 
great  anticipation  and  hope  for  making  sunset  an  instrument  of 
responsible  government. 

Thank  you,  Mr.  Chairman. 

Mr.  Long.  Thank  you,  Mr.  Blanchard.  Without  objection,  your 
full  statement  will  be  made  a  part  of  the  record. 

[Mr.  Blanchard's  prepared  statement  follows:] 

Prepared  Statement  of  Hon.  James  J.  Blanchard,  a  Representative  in 
Congress  From  the  State  of  Michigan 

Mr.  Chairman  and  members  of  the  subcommittee,  I  want  to  thank  you  for  the 
opportunity  to  talk  with  you  today  about  program  review  legislation,  in  particular, 
H.R.  2,  the  Sunset  Act  of  1979.  Mr.  Mineta,  Mr.  Gephardt,  and  myself  have  asked  to 
testify'as  a  panel  and  we  have  prepared  our  statements  jointly. 

We  are  pleased  that  the  subcommittee  is  delving  into  this  subject  in  a  serious 
way,  and  we  are  confident  that  you  will  be  able  to  report  an  effective,  solid  bill  to 
the  full  House  of  Representatives  this  year.  Your  early  attention  to  this  legislation 
speaks  well  for  your  commitment  to  budget  and  program  control,  and  we  thank  you. 

We  want  to  discuss  with  you  now  the  reason  why  the  major  elements  of  our  bill, 
H.R.  2,  ought  to  be  incorporated  in  any  proposal  that  aims  to  deal  in  a  meaningful 
way  with  several  related  problems.  These  include  the  lack  of  congressional  control 
over  the  budget,  a  collection  of  Federal  programs  that  either  aren't  working  right  or 
don't  work  in  coordination  with  each  other,  and  declining  public  confidence  in  the 

Government.  j  j  .    i.  j 

Sunset  is  not  a  new  idea  before  Congress.  It  has  been  developed  and  debated, 
refined  and  fme-tuned  for  almost  4  years  now.  I  first  introduced  a  bill  calling  for 
regular  congressional  program  review  in  July  1975.  The  original  version  of  the  bill 
we  are  working  with  now  was  introduced  in  February  1976— in  the  Senate  by 
Senator  Muskie,  and  in  the  House  by  Representative  Mineta  and  myself 

The  legislation  has  gone  through  a  series  of  very  detailed  hearings,  during  both 
the  94th  and  95th  Congresses,  in  two  Senate  committees.  In  addition  these  comniit- 
tees  consulted  extensively  with  virtually  every  other  Senate  committee.  It  has  also 
undergone  review  by  committees  of  the  House  of  Representatives  during  the  past 
two  Congresses.  Since  its  inception,  sunset  has  received  broad  Congressional  sup- 
port. More  than  half  of  the  Senate  (73)  and  close  to  half  of  the  House  (178)  have 
cosponsored  the  legislation,  S.  2  and  H.R.  2,  this  year.  Our  sunset  bill,  S.  2,  was 
passed  in  the  Senate  last  October  by  an  overwhelming  vote  of  87  to  1.  In  addition,  as 
you  know,  this  January  the  House  Democratic  Caucus  approved  a  resolution,  which 
we  offered,  endorsing  the  sunset  concept. 

To  date,  much  of  the  detailed  work  behind  the  sunset  bill  that  is  before  you  has 
been  done  in  the  Senate.  We  hope  that  this  committee  will  take  up  the  task  of 
building  on  the  careful  study  and  refinement  of  the  sunset  concept  that  has  been 
done  so  far.  Also,  we  are  confident  that  you  on  this  panel  and  we  in  the  House  can 

improve  H.R.  2.  ,  j      i.     j  ^.u 

We  hope  to  give  the  committee  today  the  information  it  needs  to  understand  the 
compelling  need  for  sunset  and  the  way  it  would  work  under  H.R.  2.  I  will  cover  in 
my  statement  the  reasons  behind  sunset;  Mr.  Mineta  and  Mr.  Gephardt  will  address 

how  it  works.  .  ,.  ,  .  ^ 

I  believe  that  there  are  primarily  six  reasons  that  argue  for  establishing  a  sunset 
process.  These  are:  A  serious  gap  in  congressional  control  over  the  Federal  budget; 
the  existence  of  waste,  duplication,  and  inefficiency  in  Govenment  programs;  the 
impending  shortfall  between  needed  Federal  programs  and  the  money  to  pay  for 
them;  the  need  to  coordinate  tax  policy  with  spending  policy;  concern  with  prolifer- 
ating rules  and  regulations;  and  increasing  public  skepticism  about  Government. 
First,  despite  the  reforms  of  the  Budget  Act,  there  remains  a  large— and  grow- 
ing-portion of  the  Federal  budget  that  is  beyond  congressional  control.  I  am 
referring  to  what  is  known,  aptly  enough,  as  "uncontrollable  spending,"  which  is 
spending  that  Congress  cannot  control  during  a  given  fiscal  year  unless  it  amend  a 
law  already  on  the  books. 


8 

The  more  uncontrollable  spending  there  is  in  the  Federal  budget,  the  less  influ- 
ence we  have  on  the  budget  and  the  economy,  whether  it's  to  fight  inflation  or  to 
fight  recession.  There  are  differing  views  about  the  impact  of  Federal  spending  in 
inflation,  but  I  believe  that  no  one  would  seriously  question  that  any  comprehensive 
inflation  policy  must  take  Federal  spending  into  account. 

Uncontrollable  spending  represents  about  three-fourths  of  the  Federal  budget 
today.  This  is  a  pretty  uncomfortable  figure,  and  its  rate  of  growth  ought  to  make 
us  even  more  uncomfortable:  In  1962,  uncontrollable  spending  was  about  30  percent 
of  the  budget;  in  1967,  59  percent;  for  fiscal  1980,  76  percent.  Over  the  last  10  years 
uncontrollable  spending  has  grown  by  120  percent,  compared  to  60  percent  for 
controllable  spending. 

Why  is  this  spending  "uncontrollable"?  About  one-fourth  of  uncontrollable  spend- 
ing results  from  contracts  and  obligations  that  Government  has  made  in  prior  years. 
Three-fourths  of  it  is  mandated  under  permanently  enacted  programs  which  do  not 
come  up  for  regular  consideration  by  Congress.  By  one  count,  about  800  of  1,200 
programs  are  permanent.  Uncontrollable  spending  is  self-perpetuating,  because  it  is 
outside  the  regular  range  of  congressional  review. 

If  it  were  a  minor  segment  of  the  budget,  it  might  be  a  minor  problem.  But  it  is 
the  major  part  of  the  budget— and  that  makes  it  a  major  problem.  Because  each 
year,  our  decisionmaking  ability  is  limited  to  only  a  fourth  of  the  Federal  budget. 
Most  of  our  decisions  have  already  been  made,  and  we  will  continue  to  be  bound  by 
them  unless  we  expand  the  scope  of  our  review. 

Sunset  provides  a  way  to  deal  with  this  problem  using  the  key  instrument  of 
congressional  review,  the  reauthorization  and  appropriations  process.  Sunset  would 
require  the  regular  reauthorization  of  virtually  all  Federal  programs.  It  uses  a 
process  that  is  already  in  place  and  one  with  which  we  are  all  very  familiar. 
Congressional  committees  already  use  this  approach  on  an  individual  basis  by  using 
short-term  authorizations  for  programs  they  want  to  keep  an  eye  on.  This  is  effec- 
tive, but  has  been  applied  only  haphazardly  so  far.  Sunset  would  apply  it  compre- 
hensively. 

Second,  there  is  a  wealth  of  material  documenting  waste,  duplication,  and  ineffi- 
ciency in  Government  programs.  GAO  has  done  a  good  job  highlighting  this  prob- 
lem, and  I'm  sure  that  each  of  us  can  recite  our  own  "horror  stories"  of  trying  to 
deal  with  a  tangle  of  Federal  programs,  either  directly  or  in  behalf  of  constituents. 
Some  examples: 

An  HEW  survey  has  found  over  50  Federal  programs  providing  some  type  of 
service  to  handicapped  youth.  Most  of  these  programs  were  administered  by 
HEW— by  14  separate  units  within  that  department.  A  GAO  study  of  the  HEW 
report  found  no  point  within  HEW  at  which  all  of  these  programs  were  coordi- 
nated. 

In  a  1975  study  of  Federal  assistance  programs,  GAO  found  that  "Fragmenta- 
tion of  organizational  responsibilities"  by  52  Federal  administering  agencies  led 
to  confusion  for  State  and  local  governments  looking  for  assistance. 

GAO  found  196  programs,  for  example,  providing  funds  entirely  or  in  part  for 
community  development.  Only  19  were  administered  by  HUD  and  the  rest  were 
scattered  among  20  Federal  agencies. 

The  GAO  report  concluded  that  Congress  can  reduce  the  complexity  of  this 
"non-system"  of  975  Federal  assistance  programs  through  program  consolida- 
tion. 

My  staff  has  found  that  at  least  15  different  agencies,  within  10  different 

departments,  are  administering  Federal  programs  relating  to  bioenergy.  (Bioen- 

ergy  is  energy  produced  from  organic  resources,  including  solid  waste,  crop 

residues,  wood,  and  plants  grown  specifically  for  energy  production.)  Total 

Federal  spending,  including  off-budget  funding,  for  fiscal  year  1978  was  $139 

million;  in  fiscal  year   1979,   the  total   is  $280  million.  There  is  almost  no 

significant  inter-agency  coordination  for  these  programs. 

Yet  Congress  has  no  established,  comprehensive  mechanism  to  address  these 

kinds  of  problems.  Permanent  programs  don't  come  up  for  reauthorization  at  all. 

Those  programs  that  do  expire  and  need  reauthorizations,  however,  usually  expire 

at  different  times.  This  means  that  these  programs  are  rarely  reconsidered  in 

relation  to  other  programs  that  have  similar  objectives.  Any  sort  of  comprehensive 

review  is  virtually  impossible. 

Sunset  would  provide  mechanisms  to  address  this  problem:  (1)  By  requiring  regu- 
lar reauthorization  for  most  spending  programs,  and  thus  a  regular  opportunity  to 
review  how  they  are  operating,  and  (2)  by  setting  up  this  regular  review  so  that 
similar  programs  (defined  by  budget  function)  are  reviewed  at  the  same  time. 


What  this  means  is  that  Federal  policy  in  a  single  area  would  be  considered  at 
once,  and  informed  decisions  about  waste  and  duplication  could  be  made.  This,  too  is 
a  technique  that  is  used  already.  For  example,  last  year  most  Federal  programs 
dealing  with  elementary  and  secondary  education  were  reauthorized  together  for  5 
years.  This  year,  the  Education  and  Labor  Committee  plans  to  reauthorize  higher 
education  programs  and  bring  them  into  synchronization  so  that  they  will  continue 
to  be  reauthorized  together.  However,  once  again  this  is  something  that  presently  is 
done  only  in  a  piecemeal  fashion.  Sunset  would  require  that  programs  in  every  area 
of  the  budget  be  reauthorized  this  way,  not  just  those  in  one  or  two. 

Third,  it  is  becoming  very  clear  that  we  are  facing  tough  choices  ahead  on  the 
budget,  taxes,  and  the  economy.  In  a  discussion  of  the  budget  outlook  for  1983,  the 
Brookings  Institution  pinpointed  these  choices:  Thus,  unless  the  budget  is  kept  to 
the  lower  end  of  the  20-22  percent  (of  GNP)  range,  there  will  be  no  room  to  adjust 
income  taxes  for  the  effect  of  inflation  or  to  moderate  payroll-tax  increases.  On  the 
other  hand,  limiting  the  budget  to  the  lower  end  of  the  range  would  rule  out  higher 
defense  budgets,  long-promised  social  programs  such  as  national  health  insurance, 
or  any  other  major  new  initiative. 

Another  study,  bv  the  Senate  Budget  Committee,  makes  the  same  point.  The 
committee  calculated  the  cost  of  31  new  programmatic  initiatives  likely  to  come 
before  Congress  over  the  next  5  years.  They  found  that  from  1980  to  1983,  those  31 
programs  could  cost  as  much  as  $416  billion.  However,  the  committee  also  found 
that,  to  pay  for  them,  only  $120  billion  in  new  revenue  could  be  expected. 

The  numbers  don't  lie.  The  money  for  needed  new  initiatives  is  limited.  As 
Senator  Muskie,  Chairman  of  the  Senate  Budget  Committee  and  the  Senate  sponsor 
of  sunset,  has  pointed  out,  our  options  boil  down  to  four:  running  massive  deficits— 
and  fueling  inflation;  raising  taxes  substantially;  making  across-the-board  cuts  in 
spending;  or  making  selective  cuts  in  programs. 

The  first  two  are  economically,  and  politically,  dangerous.  The  third  would  cer- 
tainly make  money  newly  available,  but  only  at  the  expense  of  irresponsible,  indis- 
criminate cuts.  The  fourth  option  is  the  responsible  course,  and  the  ability  to 
exercise  this  option  in  an  informed  way  is  the  goal  of  sunset. 

Sunset  is  the  next  logical  extension  of  the  Budget  Act.  The  Budget  Act  forced 
Congress,  for  the  first  time,  to  set  overall  spending  priorities  and  weigh  competmg 
demands.  Sunset,  by  providing  that  programs  within  a  single  budget  area  are 
reviewed  at  the  same  time,  would  allow  Congress  to  address  the  individual  parts  of 
the  Federal  budget. 

The  fourth  reason  for  enacting  sunset  is  the  clear  need  to  coordmate  Federal  tax 
policy  with  Federal  spending  policy.  The  1974  Budget  Act  requires  that  the  Budget 
Committees  and  Congress  examine  tax  expenditures  as  part  of  overall  Federal 
budgetary  policy.  This  requirement  recognized  that  many  provisions  of  Federal  tax 
law  confer  benefits  that  are  comparable  to  direct  Federal  spending— but  that  these 
tax  law  benefits  go  largely  unreviewed. 

Tax  expenditures  can  take  the  form  of  tax  credits,  tax  deductions,  exclusion  from 
income,  tax  deferral,  or  special  rates  of  tax.  They  are  functionally  the  equivalent  of 
direct  spending  programs  in  that  the  money  deliberately  foregone  by  the  Govern- 
ment through  tax  expenditures  is  not  available  for  other  Federal  programs.  They 
are  the  operational  equivalent  of  entitlement  programs  in  that  persons  and  corpora- 
tions that  meet  certain  criteria  automatically  qualify.  In  fiscal  year  1979,  they  will 
cost  an  estimated  $136.2  billion;  by  fiscal  year  1983,  $187.5  billion. 

Obviously,  tax  expenditures  constitute  a  significant  part  of  Federal  budgetary 
policy.  Mr.  Gephardt  will  address  this  issue  in  detail  in  his  testimony,  so  I  will  point 
out  at  this  time  only  that  our  sunset  bill  would  bring  tax  expenditures  under 
periodic  review,  meshing  it  with  the  review  of  spending  programs. 

Fifth,  the  ever-increasing  number  of  Federal  rules  and  regulations  is  a  problem 
that  is  receiving  greater  and  greater  attention  and  that  must  be  addressed. 

I  think  we  would  all  agree  that  the  present  regulatory  system  has  become  burden- 
some and  unmanageable.  There  are  now  90  Federal  regulatory  agencies  issuing 
some  7,000  rules  each  year.  Agencies  have  overlapping  mandates;  there  has  been 
little  analysis  of  the  costs  and  benefits,  or  the  cumulative  impact  of  regulations;  and 
paperwork  requirements  have  mushroomed. 

It  is  no  longer  tolerable  to  allow  this  system  to  continue  with  no  review.  The 
question  is  whether  we  will  turn  to  reviewing  Federal  regulations  one  rule  at  a 
time,  or  establish  a  framework  for  a  rational,  comprehensive  review. 

Sunset  offers  a  rational  system  for  reviewing  Federal  regulations,  since  how  a 
program  is  administered  is  one  of  the  considerations  as  to  whether  a  program  is 
working,  worthwhile  and  of  merit.  The  process  of  a  periodic  review,  combined  with  a 
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schedule  that  forces  the  review  to  proceed  area-by-area,  ensures  that  problems  will 
be  highlighted  and  that  the  opportunity  to  correct  them  will  be  there. 

I  come  now  to  my  final  reason  in  support  of  sunset,  the  chronic  but  increasingly 
acute  lack  of  public  confidence  in  Government.  Many  public  opinion  polls  document 
this  public  mood. 

The  following  quote  from  a  study  of  voter  attitudes  outlined  in  Fortune  magazine 
in  December  states  the  problem  and  the  challenge  very  clearly: 

*  *  *the  confidence  that  Government  can  accomplish  those  things  the  people 
want  done  has  declined  over  the  past  15  years  to  a  point  lower  than  at  any  time 
in  the  modern  era.  This  deterioration  is  diffuse  and  generalized,  not  focused  and 
specific— with  the  public  doubting  Government's  overall  effectiveness,  rather 
than  its  performance  in  one  or  two  areas  *  *  *  The  heart  of  the  indictment  is  a 
call  not  for  less  government  but  for  better  Government. 

*  *  *  But  the  essential  message  of  1978  is  a  sober  call  for  improved  perform- 
ance, there  is  little  of  a  blind  lashing  out  at  Government,  and  nothing  could  be 
more  unfortunate  than  for  Government  to  answer  this  call  with  a  series  of 
contrived  responses,  unrealistic  promises,  and  exaggerated  rhetoric.  Such  a 
reaction  would  only  strengthen  the  doubts  already  felt  about  the  Government's 
competency  and  responsiveness. 

The  call  is  as  unglamorous  as  it  is  important:  to  seek  out  means  of  reducing 
waste,  improving  services,  and  enhancing  the  capacity  of  representative  institu- 
tions to  deal  coherently  with  broad  national  needs.  It  can  be  heeded,  but  the 
exercise  will  be  a  demanding  test  of  maturity  for  both  the  voters  and  their 
leaders. 

I  believe  that  sunset  is  the  proper  response  to  this  "call  for  improved  perform- 
ance." Because  sunset  can  respond  effectively  to  the  problems  I  have  outlined,  it 
will  help  rebuild  public  trust  in  Government.  Slogans,  quick  fixes,  and  calls  for 
further  study  will  not  be  enough— we  must  give  working  evidence  that  we  are  doing 
our  job. 

Sunset  represents  a  genuine  commitment  by  Congress  to  take  its  legislative 
responsibilities  seriously.  The  basic  idea  of  sunset  is  simply  that  Congress  ought  to 
periodically  review  the  activities  that  are  under  its  jurisdiction.  That  Congress 
cannot  act  as  if  its  job  in  making  public  policy  is  finished  once  a  bill  has  been 
passed. 

I  want  to  emphasize  that  the  basic  goal  of  this  legislation  is  reconsideration,  not 
termination.  It  aims  to  force  regular  congressional  review  of  prior  decisions,  and  to 
ensure  that  this   review   is   made  within   a   broader  and   more   informed   context. 

We  must  adjust  congressional  procedures  to  fit  the  complexity  and  size  of  the 
Federal  Government.  We  cannot  allow  our  hands  to  be  tied  by  the  inadequacy  of  old 
approaches  or  by  the  inflexibility  of  impulsive  responses.  We  all  know  the  kind  of 
proposals  that  have  been  put  forth:  Meat-ax  cuts  in  appropriations,  constitutional 
amendments,  and  desperate  referenda. 

The  problems  are  complex  and  allow  for  no  easy  solutions;  and  the  sunset  concept 
is  no  instant  cure-all.  The  question  is,  however,  whether  we  are  going  to  approach 
this  subject  in  a  rational  and  statesmanlike  manner  and  honestly  try  to  set  up  a 
process  to  do  something  about  it;  or,  whether  we  are  going  to  simply  react  to  all 
sorts  of  honest  but  emotional  movements,  their  self-appointed  leaders  and  the 
legislative  concoctions  they  generate. 

More  than  half  the  Members  of  Congress  are  on  record  in  support  of  sunset,  as  a 
rational  solution  to  these  problems.  They  believe,  as  I'm  sure  you  do,  that  our 
responsibility  is  to  govern,  not  grovel.  We  look  to  you  to  make  sunset  an  instrument 
of  responsible  Government. 

Mr.  Long.  Mr.  Gephardt,  please  proceed. 

STATEMENT  OF  HON.  RICHARD  A.  GEPHARDT,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  MISSOURI 

Mr.  Gephardt.  Thank  you,  Mr.  Chairman. 

I  also  would  like  my  full  statement  to  be  made  part  of  the  record. 

Mr.  Long.  Without  objection,  so  ordered  [see  p.  13]. 

Mr.  Gephardt.  I  am  not  going  to  read  my  statement,  I  am  going 
to  try  to  hit  the  highlights,  and  on  questions  and  answers,  go  into 
areas  in  more  depth  that  your  want  to  talk  about. 
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I  first  wanted  to  add  my  appreciation  to  this  subcommittee  of  the 
Rules  Committee  for  making  this  effort  possible.  I  think  it  is  a 
subject  that  demands  a  tremendous  amount  of  work  m  the  commit- 
tee for  us  to  come  up  with  a  reasonable  proposal  that  has  a  chance 
of  success  in  the  real  world,  and  I  think  the  way  you  are  going 
about  it  is  very  commendable. 

I  really  want  to  make  three  basic  points  about  this  bill  that  I 
think  are  important  to  make. 

The  first  is  that  the  key  to  the  bill,  the  sunset  bill,  is  the  fact 
that  it  terminates  programs,  As  Jim  said,  it  is  not  just  an  oversight 
bill,  but  it  is  a  mechanism  for  forcing  that  evaluation  process  to 
occur.  Without  the  termination  at  some  point,  at  whatever  year 
you  want  to  place  it— and  we  can  talk  about  that  in  greater 
detail— without  the  termination  mechanism,  the  bill  doesn't  work. 

The  oversight  doesn't  happen.  We  have  oversight  bills  that  have 
already  been  passed.  We  have  the  Legislative  Reorganization  Act  of 
1946,  and  a  number  of  other  laws  on  the  books  that  require  us  to 
do  oversight.  But  the  plain,  cold,  hard  facts  are  we  have  not  accom- 
plished enough  of  that  evaluation  process.  So  the  termination 
mechanism  is  essential. 

Second,  in  the  act  we  have  to  figure  out  a  schedule,  a  time  for 
this  kind  of  activity  to  take  place. 

I  think,  Trent,  you  brought  that  out  very  well  in  the  questions 
you  posed.  I  think  it  is  an  essential  question  in  this  whole  debate 

over  this  bill. 

I  have  talked  to  the  chairman  of  the  subcommittee  about  the  fact 
we  have  to  figure  out  how,  in  the  schedule  that  we  now  have,  we 
place  another  review  mechanism  on  top  of  or  into  what  we  already 
have.  I  am  confident  that  we  can  do  that,  that  we  can  work  that 
out.  It  is  going  to  mean  some  radical  changes  in  the  way  we  do 
things.  But  we  made  radical  changes  with  regard  to  the  budget 
process.  We  figured  out  a  way  for  that  review  to  occur,  for  it  to 
happen  on  an  annual  basis,  and  I  think  we  have  been  fairly  suc- 
cessful in  having  it  all  come  out. 

I  grant  you  that  this  adds  another  complexity  to  an  already 
crowded  schedule.  But  I  would  suggest  to  you  we  have  to  begin 
thinking  about  the  way  we  schedule  ourselves,  how  much  time  we 
do  allot  to  the  floor  and  how  much  we  allot  to  committee  to  be  able 
to  do  work  like  this.  I  would  suggest  to  you  in  the  2  short  years  I 
have  been  here  there  have  been  days  on  the  floor  that  I  felt  were 
wasted  days  in  that  the  legislation  that  was  before  us  was  not  of 
great  magnitude,  and  indeed  that  time  should  have  been  spent  in 
committee  doing  this  kind  of  work  that  is  dictated  by  this  kind  of 
legislation.  .  . 

I  think  that  your  committee  has  to  address  that  question,  and  in 
determining  how  sunset  can  be  laid  over  the  mechanism  we  now 
have,  that  can  be  done  successfully. 

We  have  many  programs  of  termination  that  are  considered 
through  authorization  annually  or  over  2,  3,  4  years.  Although 
designed  to  achieve  similar  goals,  many  of  them  fall  under  the 
jurisdiction  of  different  congressional  committees  or  are  adminis- 
tered by  separate  agencies.  When  they  come  up  for  renewal,  they 
are  reviewed  in  a  fragmentary  fashion,  one  at  a  time,  without  a 
full  perspective  on  the  entire  Federal  effort  in  one  program  area. 
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As  a  result,  we  continue  to  create  layer  upon  layer  of  Government 
programs  which  overlap  with  each  other  and  swell  the  Federal 
budget  through  waste  and  duplication. 

So  this  bill  sets  out  a  schedule  for  reauthorization,  and  within 
the  schedule,  programs  are  grouped  by  budget  function  and  sub- 
function  in  order  to  encourage  review  of  expenditures  with  related 
purposes  at  the  same  time. 

So  we  have  a  termination  mechanism,  and  then  we  have  con- 
cerns about  timing  and  scheduling  and  what  you  take  up  within 
that  schedule  in  terms  of  budget  function  and  subfunction. 

The  third  aspect  that  really  is  the  guts  of  the  program  is  what 
kind  of  review  takes  place?  We  are  all  aware  that  many  of  the 
oversight  requirements  today  take  place  without  much  oversight 
really  going  on  in  fact.  We  have  all  read  committee  reports  that 
have  the  line  about  the  oversight  having  taken  place  and  every- 
thing is  OK — it  takes  about  14  words — and  oversight  is  finished. 
We  all  realize  in  many  cases  oversight  hasn't  been  accomplished,  in 
other  cases  it  has. 

We  have  tried  in  the  bill  as  best  we  can — and  this  may  be  the 
weakest  part  of  the  bill — to  require  the  process  of  oversight  evalua- 
tion to  have  taken  place.  So  we  ask  that  the  committee  report 
accompanying  the  reauthorization  demonstrate  that  the  examina- 
tion has  been  substantial.  That  word  "substantial"  is  a  wonderful 
word.  It  doesn't  really  mean  anything.  And  it  seems  to  me  in 
reviewing  this  legislation,  perhaps  a  great  deal  of  attention  needs 
to  be  paid  to  how  we  make  that  word  "substantial"  come  to  life  so 
that  we  can  suggest  to  committees  the  kind  of  things  we  are 
talking  about  when  we  are  talking  about  meaningful  evaluation. 

It  is  difficult  in  programs  to  measure  their  effectiveness.  How 
many  meals  are  served  to  the  elderly  is  one  way  to  measure  that 
kind  of  program,  but  there  are  other  ways  that  program  needs  to 
be  measured.  Perhaps  the  most  we  can  do  is  suggest  to  committees 
the  kind  of  examination  they  could  go  into  so  they  can  get  away 
from  this  process  of  having  10  bureaucrats  come  up  and  say  how 
great  the  program  is,  which  is  a  waste  of  everybody's  time. 

The  last  thing  I  want  to  say  is — and  in  my  mind  there  is  a  lot  of 
disagreement  on  this — tax  expenditures  have  got  to  be  included  in 
this  bill  and  in  sunset.  To  pass  this  bill  without  tax  expenditures, 
in  my  mind,  would  make  the  bill  not  worth  passing.  Jim  gave  you 
some  statistics.  I  would  like  to  mention  one.  In  the  past  10  years, 
items  in  the  tax  code  representing  loss  of  revenues  have  proliferat- 
ed from  40  provisions — this  is  10  years — that  cost  the  Treasury  $44 
billion  to  today  where  we  have  96  provisions  which  amount  to  an 
estimated  $169  billion  in  fiscal  1980.  The  cost  is  almost  one-third  of 
the  outlays  requested  by  the  President  in  his  budget  for  next  year. 

Before  I  go  one  step  further,  I  want  to  make  it  also  very  clear 
that  I  am  not  suggesting  sunset  for  tax  expenditures  is  a  way  to  get 
rid  of  all  tax  expenditures.  We  had  oversight  hearings  on  the  Ways 
and  Means  Committee  on  the  effectiveness,  efficacy,  and  feasibility 
of  the  investment  tax  credit.  We  had  a  panel  of  witnesses  testify 
both  on  the  very  idea  of  calling  that  credit  into  question  and  on 
their  ideas  about  the  effectiveness  of  the  investment  tax  credit.  It 
was  a  very,  very  valuable  oversight  hearing.  Some  of  the  witnesses 
from  the  business  field  felt  that  it  was  improper  to  have  sunset  or 
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review  of  tax  expenditures.  There  were  obviously  others  who  felt 
we  should  have  very  strong  oversight,  and  many  of  those  groups 
felt  we  should  get  rid  of  most  tax  expenditures. 

I  just  think  it  makes  good  commonsense  if  we  are  going  to  have 
evaluation  of  direct  spending  programs  that  we  carry  on  the  same 
evaluation  on  indirect  spending  programs.  There  are  obviously 
areas  where  we  should  consider  the  fact  that  we  are  both  spending 
directly  and  through  the  tax  code  to  achieve  certain  goals.  It  is 
entirely  legitimate  to  compare  the  efficiency  of  both  methods,  the 
interrelationship  of  both  methods  and  whether  or  not  both  methods 
or  one  or  more  methods  should  continue. 

I  would  mention  to  you  especially  some  testimony  by  a  professor 
at  Boston  College,  Paul  McDaniel.  It  is  60  pages  of  testimony  that 
he  gave  at  that  hearing  about  how  you  can  accomplish  oversight  of 
tax  expenditures.  He  asked  simple,  direct,  I  think,  legitimate  ques- 
tions. Like,  first  of  all.  Is  there  a  need  to  give  a  subsidy,  a  tax 
subsidy?  Is  there  a  need  that  has  to  be  fulfilled?  If  question  A  is 
obvious,  question  B— Is  this  the  best  way  to  go  about  it?  Are  there 
other  direct  spending  programs  that  impact  and  compare  the  effec- 
tiveness of  each? 

I  have  one  copy  of  this  and  I  would  be  happy  to  leave  it  with  you. 
I  would  hope  as  we  address  tax  expenditure  questions,  we  look  at 
that  and  other  testimony  on  how  this  could  be  accomplished. 

I  think  it  was  interesting  to  note  in  that  hearing  the  American 
Enterprise  Institute  testified,  a  group  that  has  the  business  view- 
point on  some  of  these  questions.  They  felt  review  of  tax  expendi- 
tures was  very  legitimate.  They  did  feel  having  all  of  them  come 
up  even  on  a  6-  or  10-year  basis  could  make  it  impossible  for  us  to 
do  meaningful  oversight,  and  they  suggested  we  allow  the  Treasury 
Department,  or  some  other  body,  to  suggest  which  tax  expenditures 
should  come  up  in  which  years,  so  that  we  could  have  a  better 
chance  of  dealing  with  the  myriad  of  expenditures  we  are  talking 
about. 

In  any  event,  there  are  lots  of  ideas  on  how  this  could  be  accom- 
plished. I  urge  you,  as  you  consider  the  bill,  not  to  throw  out  the 
consideration  of  tax  expenditures,  because  I  think  it  is  most  legiti- 
mate and  appropriate. 

That  really  sums  up  my  testimony.  I  feel  that  this  bill  is  ex- 
tremely important  to  lots  of  our  Members.  I  feel  that  there  is  an 
extreme  amount  of  support.  It  is  not  as  simple  and  as  easy  and 
uncomplicated  as  many  may  think  it  is.  It  is  a  complex  piece  of 
legislation.  It  demands  our  best  efforts  in  trying  to  work  it  out  in 
its  specifics.  It  will  not  be  a  panacea  for  all  of  our  problems,  but  I 
think  it  is  a  constructive,  legitimate,  appropriate  thing  for  us  to  do. 
I  think  it  will  require  us  to  think  very  closely  about  how  we  spend 
our  time  and  order  our  schedule.  I  think  if  we  can  accomplish  it,  it 
can  bring  definite  tangible  results  for  the  good. 

I  appreciate  the  opportunity  to  be  here. 

[Mr.  Gephardt's  prepared  statement  follows:] 

Prepared  Statement  of  Hon.  Richard  A.  Gephardt,  a  Representative  in 
Congress  From  the  State  of  Missouri 

Mr.  Chairman,  I  welcome  this  opportunity  to  join  my  colleagues,  Mr.  Blanchard 
and  Mr.  Mineta,  in  discussing  sunset  legislation.  As  Mr.  Blanchard  has  so  well 
explained,  it  is  extremely  important  that  in  this  time  of  inflation  and  gigantic 
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Federal  budgets,  the  Congress  increase  its  control  over  Government  spending.  By 
holding  these  hearings  today,  you  are  demonstrating  recognition  of  that  need.  The 
Sunset  Act  of  1979,  which  we  have  introduced,  will  take  us  a  long  way  toward 
gaining  the  control  we  seek  by  establishing  a  process  for  orderly  review  of  Govern- 
ment programs. 

Today,  I  want  to  highlight  and  briefly  discuss  the  key  elements  of  this  bill  which 
are  essential  if  this  process  is  going  to  work  and  effectively  improve  our  ability  to 
carry  out  oversight  responsibilities. 

The  first  key  element  is  the  termination  mechanism.  By  ending  all  spending 
programs  every  10  years  unless  explicitly  reauthorized  by  the  Congress,  the  bill 
guarantees  that  most  expenditures  will  be  reviewed  periodically.  Without  such  a 
self-enforcement  mechanism,  such  a  review  simply  will  not  be  done. 

Presently  on  the  books  are  a  number  of  laws  requiring  congressional  oversight 
activities.  The  Legislative  Reorganization  Act  of  1946,  for  example,  states:  "In  order 
to  assist  the  Congress  in:  (1)  Its  analysis,  appraisal,  and  evaluation  of  the  applica- 
tion, administration  and  execution  of  laws  enacted  by  Congress,  and  (2)  its  formula- 
tion, consideration  and  enactment  of  such  modifications  of  or  changes  in  those  laws, 
and  of  such  additional  legislation  as  may  be  necessary  of  appropriate,  each  standing 
committee  of  the  Senate  and  House  of  Representatives  shall  review  and  study,  on  a 
continuing  basis,  the  application,  administration  and  execution  of  those  laws.  *  *  * 
"An  almost  identical  provision  is  included  in  the  House  Rules. 

Similarly,  the  Intergovernmental  Cooperation  Act  requires  authorizing  commit- 
tees to  evaluate  permanent  programs  every  4  years. 

Nevertheless,  we  have  been  exceedingly  lax  in  carrying  out  the  responsibility 
these  laws  have  imposed  on  us.  As  I  testified  before  this  subcommittee  in  July,  last 
year  a  Task  Force  of  the  95th  New  Members'  Caucus  which  I  chaired  took  an 
inventory  of  oversight  on  programs  being  considered  for  reauthorization  and  found 
many  instances  in  which  no  evaluation  of  the  effectiveness  of  such  programs  was 
carried  out  and  other  instances  in  which  only  very  cursory  review  was  made. 

Clearly,  we  need  more  effective  methods  of  ensuring  that  oversight  is  performed. 
The  sunset  mechanism  of  H.R.  2,  reinforced  by  the  provision  for  a  point  of  order  to 
lie  against  consideration  of  an  appropriation  for  any  programs  not  reauthorized,  is 
the  enforcement  system  that  will  guarantee  that  the  Congress  periodically  reconsid- 
ers programs  we  have  enacted. 

To  make  sure  this  review  is  orderly  and  meaningful,  the  Sunset  Act  also  sets  out 
a  schedule  for  reauthorization.  Within  this  schedule,  programs  are  grouped  by 
budget  function  and  subfunction  in  order  to  encourage  review  of  expenditures  with 
related  purposes  at  the  same  time. 

We  now  have  many  programs  with  termination  dates  that  are  considered  for 
reauthorization  annually  or  every  2,  3,  or  4  years.  Although  designed  to  achieve 
similar  goals,  many  of  them  fall  under  the  jurisdiction  of  different  congressional 
committees  or  are  administered  by  separate  agencies.  When  they  come  up  for 
renewal,  therefore,  they  are  reviewed  in  a  fragmentary  fashion — one  at  a  time 
without  a  full  perspective  on  the  entire  Federal  effort  in  one  program  area.  As  a 
result,  we  continue  to  create  layer  upon  layer  of  Government  programs  which 
overlap  each  other  and  swell  the  Federal  budget  through  waste  and  duplication. 

Many  horror  stories  can  be  told  about  the  results  of  this  piecemeal  system  of 
reviewing  Federal  programs.  For  example,  there  are  so  many  different  community 
health  programs  run  by  so  many  different  agencies  that  in  one  neighborhood  in  the 
District  of  Columbia,  eight  different  clinics  were  set  up  with  Federal  funds  before 
anyone  discovered  what  anyone  else  in  the  neighborhood  was  doing. 

Similarly,  we  have  about  13  nutrition  programs  administered  by  HEW,  the  Agri- 
culture Department,  the  Community  Services  Administration  and  so  on.  In  the 
House,  they  are  under  the  jurisdiction  of  the  Agriculture  Committee,  the  Education 
and  Labor  Committee,  the  Select  Committee  on  Aging  and  the  Appropriations 
Committee.  Nevertheless,  and  estimated  700,000  needy  children  still  do  not  get 
nutrition  assistance. 

The  schedule  set  out  in  H.R.  2  provides  for  review  of  these  types  of  programs  in  a 
comprehensive  fashion.  In  addition,  it  establishes  minimum  guidelines  to  show  how 
the  review  should  be  done.  The  95th  Caucus  found  oversight  means  different  things 
to  different  people.  The  extreme  example  of  how  oversight  can  fail  is  the  case  of  one 
committee  that  considered  a  progam  coming  up  for  extension.  It  held  1  day  of 
hearings  during  which  a  total  of  11  witnesses  testified,  all  of  whom  had  a  vested 
interest  in  seeing  the  program  continued  and,  not  surprisingly,  all  of  whom  sang  its 
praises.  Under  H.R.  2,  committee  reports  accompanying  reauthorization  will  have  to 
demonstrate  the  reexamination  has  been  substantial.  The  procedure  will  enable  us 
to  identify  the  duplication,  overlapping  and  waste  as  well  as  assess  the  programs 


15 

that  are  most  effective  in  achieving  the  goals  we  have  identified  for  various  Federal 

efforts. 

Finally,  to  assure  effectiveness  of  the  sunset  concept,  I  believe  it  must  include  tax 
expenditures.  In  the  past  10  years,  items  in  the  tax  code  representing  loss  of 
revenues  have  proliferated  from  40  provisions  costing  the  Treasury  about  $44  billion 
to  96  amounting  to  an  estimated  $169  billion  in  fiscal  1980.  The  cost  is  almost  one- 
third  of  outlays  requested  by  the  President  in  his  budget  for  next  year. 

These  expenditures  are  oriented  toward  the  achievement  of  policy  goals  just  as 
much  as  direct  spending  programs.  In  many  instances,  they  duplicate  and  overlap 
with  direct  spending  programs.  In  the  energy  field,  for  example,  the  Federal  Gov- 
ernment helps  finance  research  and  development  projects  not  only  through  grants 
and  loans,  but  also  through  tax  deductions  for  intangible  drilling  costs  and  percent- 
age depletion  allowances.  Likewise,  the  Government  supports  ship  construction  with 
direct  subsidies  as  well  as  through  deferral  of  tax  on  income  set  aside  for  that 
purpose. 

Other  tax  expenditures  promote  policies  that  conflict  with  established  Federal 
priorities.  For  example,  while  the  Federal  Reserve  Board  is  pushing  high  interest 
rates  to  try  to  cool  down  our  overheated  economy,  the  Federal  Government,  via  the 
tax  deduction  for  interest,  is  encouraging  people  to  buy  on  credit.  We  are  telling 
people  that  feeding  their  families  is  their  own  responsibility  with  no  help  from  the 
Government,  but  if  they  want  to  purchase  a  boat  or  a  fur  coat,  the  Government  will 
help  pay  the  financing  charges.  We  lost  about  $2.5  billion  a  year  as  a  result,  and  we 
wonder  why  the  credit  boom  is  so  difficult  to  slow. 

I  am  not  arguing  here  for  elimination  of  tax  expenditures— many  achieve  highly 
desirable  goals  benefiting  millions  of  Americans.  What  I  am  saying  is  that  tax 
expenditures  have  the  same  impact  on  the  Federal  budget  as  direct  spending,  reflect 
similar  problems  of  waste  and  duplication  and,  therefore,  should  be  subjected  to 
some  kind  of  periodic  review  to  make  sure  they  are  continuing  to  meet  the  needs  for 
which  they  are  intended  in  the  most  effective  way  possible. 

If  we  omit  tax  expenditures  from  the  sunset  process,  we  will  assure  its  failure. 
Because  any  program  can  be  enacted  as  either  a  direct  spending  program  or  a  tax 
spending  program,  as  demonstrated  by  the  debate  last  year  over  tuition  tax  credits 
versus  middle  income  student  assistance,  we  would  have  a  further  proliferation  of 
tax  expenditures  to  avoid  the  termination  and  review  processes  of  H.R.  2.  When  the 
Ways  and  Means  Oversight  Subcommittee  held  hearings  on  tax  expenditures,  testi- 
mony offered  by  Professor  Paul  McDaniel  of  Boston  College  Law  School  explained 
how  easily  such  restructuring  can  be  accomplished.  His  conclusion  was  that  "failure 
to  include  tax  expenditures  in  a  sunset  procedure  constitutes  an  open  invitation  to 
wholesale  avoidance  of  the  review  and  evaluation  procedures  contemplated  by 
sunset." 

These  three  provisions— the  reauthorization  requirement,  the  schedule  for  review 
and  the  inclusion  of  tax  expenditures— are,  taken  together,  the  essence  of  the  sunset 
bill.  Without  tax  expenditures,  there  is  no  assurance  program  review  will  be  com- 
prehensive. Without  the  schedule  of  orderly  groupings,  we  cannot  be  sure  programs 
will  be  viewed  in  relation  to  each  other.  And,  above  all,  without  the  reauthorization 
requirement,  there  is  no  guarantee  the  review  will  be  done  at  all. 

There  are  many  other  provisions  of  H.R.  2  which  are  important  for  effecting  a 
meaningful  program  evaluation  procedure.  In  my  view,  however,  these  three  provi- 
sions I  have  discussed  today  are  absolutely  essential  for  the  process  to  work.  I  am 
sure  the  subcommittee  will  examine  many  alternatives  and  modifications  of  H.R.  2 
before  reporting  legislation  to  the  House.  As  you  continue  your  deliberations,  I  urge 
you  to  consider  the  extent  to  which  these  three  elements  in  their  interdependence 
are  the  keys  to  an  effective  legislative  oversight  program. 

Mr.  Long.  Thank  you,  Mr.  Gephardt.  We  appreciate  your  bring- 
ing the  testimony.  We  would  like  to  have  that.  I  don't  see  a 
necessity  of  making  it  part  of  the  record,  but  we  might  take  select- 
ed information  from  that  and  make  that  part  of  the  record,  if  you 
would  leave  that. 

Mr.  Gephardt.  Certainly. 

Mr.  Long.  Mr.  Mineta. 
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STATEMENT  OF  HON.  NORMAN  Y.  MINETA,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  MiNETA.  Mr.  Chairman  and  members  of  the  subcommittee,  I 
want  to  thank  you  for  this  opportunity  to  testify  before  you  on 
H.R.  2,  the  Sunset  Act  of  1979,  and  to  commend  you  for  the  work 
that  you  have  put  into  these  hearings. 

My  testimony  will  be  directed  first  at  the  kind  of  major  criticism 
which  has  been  directed  against  sunset  legislation,  and  then 
second,  I  would  like  to  offer  some  suggestions  for  improving  our 

own  bill. 

As  far  as  the  major  criticism  that  is  leveled  agamst  the  bill,  we 
have  had  to  confront  three  major  areas.  First,  automatic  termina- 
tion is  alledged  to  be  too  drastic;  second,  the  program  review  sched- 
ule would  create  an  unreasonable  workload  problem;  and  third, 
sunset  legislation  could  threaten  the  enforcement  of  civil  rights. 

Relative  to  automatic  termination,  critics  of  the  automatic  termi- 
nation feature  of  sunset  often  claims  that  termination  assumes 
that  a  program  is  invalid,  that  it  must  be  revalidated  to  continue, 
rather  than  reviewed  and  reauthorized.  It  is  something  like  assum- 
ing a  man  is  guilty  before  his  trial. 

This  is  simply  not  the  case.  The  termination  provision  in  H.R.  2 
simply  requires  that  programs  be  reauthorized  and  reviewed.  It 
makes  no  greater  assumption  about  the  validity  of  a  program  than 
Congress  does  regularly  when  it  authorizes  a  program  for  a  definite 
period  of  time. 

Other  criticisms  of  automatic  termination  are  that  it  will  open 
old  battles  which  have  already  been  fought  and  won;  that  it  could 
mean  inadvertent  termination;  and  that  it  could  bring  uncertainty 
to  State  and  local  governments  who  receive  Federal  assistance. 

I  must  agree  that  sunset  would  allow  debate  on  old  policy 
issues— and  I  am  not  sure  that  that  is  necessarily  a  bad  thing. 
Policies  of  the  past  are  not  necessarily  reflective  of  the  best  solu- 
tions to  today's  problems.  However,  it  should  be  kept  in  mind  that 
the  termination  provision  does  not,  by  itself,  terminate  any  under- 
lying programmatic  law.  It  affects  only  the  authorizations  of  ex- 
penditure for  programs. 

It  also  may  be  true  that  automatic  termination  could  mean  inad- 
vertent termination,  but  I  see  that  as  highly  unlikely.  We  have  too 
many  people  willing  to  protect  turf  and  jurisdiction  to  allow  that 
inadvertence  to  occur.  I  can't  think  of  a  program  working  reason- 
ably well  that  would  not  have  a  constituency  screaming  and  yelling 
if  it  appeared  that  Congress  were  about  to  terminate  it  because  of 
inadvertence. 

Finally,  the  argument  that  sunset  will  somehow  cause  instability 
at  the  State  and  local  level  is  wrong.  Most  assistance  programs  for 
State  and  local  governments  already  have  short-term  reauthoriza- 
tions so  that  there  would  be  no  more  uncertainty  under  sunset 
than  there  is  now  every  time  a  program  comes  up  for  reauthoriza- 
tion. 

As  a  mayor  of  a  city  of  550,000,  my  experience  at  the  othe^  end 
of  the  legislative  pipeline  is  that  sunset  would  be  a  good  thing.  We 
have  talked  about  duplication.  I  know  just  in  the  transportation 
area  alone  there  are  114  programs.  So  we  have  a  carpool  chasing  a 
vanpool,  chasing  a  bus,  chasing  a  subway. 
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Perhaps  the  single  most  common  criticism  of  sunset  is  that  it 
would  create  a  disastrous  workload  problem  for  committees.  This  is 
an  old  criticism  that  may  have  been  justified  when  speaking  of  the 
original  proposals  offered  a  few  years  ago,  but  the  procedures 
under  H.R.  2  have  been  changed  and  refined  to  the  point  where  the 
increase  in  congressional  workload  would  be  minimal. 

I  would  point  out  that  the  Congressional  Budget  Office  has  esti- 
mated that  the  cost  of  sunset  would  be  in  the  neighborhood  of  $10 
million  in  additional  congressional  staff  salaries  and  about  $18 
million  in  additional  expenses  for  the  GAO.  Compared  with  the 
potential  benefits,  $28  million  seems  a  reasonable  sum. 

It  is  important  to  remember  that  the  only  net  increase  in  work- 
load imposed  by  H.R.  2  is  the  addition  of  permanent  programs  to 
the  list  of  those  already  reconsidered  from  time  to  time.  Of  course, 
many  permanent  programs  are  also  major  programs,  but  under 
sunset  the  extra  staff  required  to  review  those  programs  would  be 
determined  in  large  part  by  the  priority  that  a  committee  decides 
to  give  the  review  of  any  one  program.  If  only  routine  review  is 
contemplated,  extra  staff  may  not  be  needed. 

The  reauthorization  schedule  suggested  by  H.R.  2  was  prepared 
with  great  concern  for  the  potential  workload  problem.  However,  it 
is  very  likely  that  it  will  be  necessary  for  the  schedule  to  undergo 
even  further  refinement  as  the  sunset  process  takes  hold.  You  on 
this  subcommittee  will  have  a  great  deal  to  say  about  the  final 
shape  of  any  bill  aimed  at  reauthorization  and  improved  oversight, 
and  I  hope  you  will  make  every  effort  to  determine  a  schedule  that 
will  fit  within  committee  workloads  yet  will  require  a  vigorous  and 
systematic  approach. 

What  about  civil  rights?  During  the  development  of  sunset  legis- 
lation many  people  raised  the  legitimate  concern  that  automatic 
termination  might  jeopardize  certain  civil  rights  programs  that 
represent  constitutional  commitments  to  citizens  of  our  country.  I 
am  especially  sensitive  to  that  area.  Because  there  was  near  uni- 
versal agreement  with  this  compliant,  exemptions  for  Federal  ac- 
tivities for  the  enforcement  of  civil  rights  guaranteed  by  the  Con- 
stitution of  the  United  States  or  to  enforce  antidiscrimination  laws 
in  the  United  States  were  written  into  H.R.  2.  The  testimony  itself 
goes  into  it  in  a  little  more  detail. 

In  conclusion,  Mr.  Chairman  and  members  of  the  subcommittee, 
we  believe  that  H.R.  2  is  a  viable  and  positive  piece  of  legislation. 
As  I  have  tried  to  indicate,  much  work  has  been  done  on  the 
legislation.  However,  a  great  deal  of  work  remains.  I  would  like  to 
conclude  by  suggesting  some  improvements  that  the  subcommittee 
might  wish  to  consider. 

First,  in  my  opinion,  title  V  dealing  with  regulatory  impact 
should  be  dealt  with  separately.  While  this  kind  of  full-scale  regu- 
latory review  might  be  necessary,  I  am  not  sure  our  ability  to 
determine  the  exact  nature  of  regulatory  policies  is  at  a  state 
refined  enough  that  the  kind  of  legislative  process  proposed  in  title 
V  would  be  feasible.  In  any  event,  I  would  not  want  to  see  the 
principal  elements  of  sunset  bogged  down  by  this  title. 

Second,  I  would  suggest  that  the  committee  consider  title  II  to  be 
somewhat  superfluous.  Much  of  this  information  is  already  availa- 
ble, and  the  requirement  that  committees  review  and  report  on 
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this  inventory  give  it  more  significance  than  would  appear  neces- 
sary. 

In  essence,  the  real  heart  of  H.R.  2  is  title  I,  reauthorization  of 
Government  programs;  title  III,  program  reexamination;  and  title 
VII,  tax  expenditures.  I  would  hope  that  the  subcommittee  will  put 
most  of  its  efforts  into  developing  the  procedures  suggested  in  titles 
I,  III,  and  VII  into  a  bill  that  will  fulfill  the  promise  that  we 
believe  sunset  legislation  holds. 

Thank  you  very  much. 

[Mr.  Mineta's  prepared  statement  follows:] 

Prepared  Statement  of  Hon.  Norman  Y.  Mineta,  a  Representative  in 
Congress  From  the  State  of  California 

Mr.  Chairman  and  members  of  the  subcommittee,  I  want  to  thank  you  for  the 
opportunity  to  testify  here  today  in  favor  of  H.R.  2,  the  Sunset  Act  of  1979.  I  would 
also  like  to  join  with  my  colleagues  in  congratulating  you  on  the  work  you  have  put 
into  these  hearings.  This  bill  is  the  result  of  4  years  of  legislative  effort  and  I  am 
gratified  to  see  the  Rules  Committee  taking  up  this  and  other  proposals  to  improve 
congressional  oversight  so  early  in  the  session. 

My  remarks  will  be  brief;  directed  first,  at  some  of  the  major  criticisms  most  often 
levelled  against  sunset  legislation;  and  second,  I  would  like  to  offer  some  suggestions 
for  improving  our  bill. 

There  are  three  major  criticisms  which  proponents  of  sunset  legislation  have  had 
to  confront  over  the  past  4  years.  First,  automatic  termination  is  alleged  to  be  too 
drastic,  and  unnecessarily  bothersome.  Second,  the  program  review  schedule  would 
create  a  workload  problem  and  is  unadvisedly  rigid.  And  third,  sunset  legislation 
could  threaten  the  enforcement  of  civil  rights  of  our  citizens. 

automatic  termination 

Critics  of  the  Automatic  termination  feature  of  sunset  often  claim  that  terniina- 
tion  assumes  that  a  program  is  invalid,  that  it  must  be  revalidated  to  continue, 
rather  than  reviewed  and  reauthorized.  Something  like  assuming  a  man  is  guilty 
before  his  trail. 

This  is  simply  not  the  case.  The  termination  provision  in  H.R.  2  simply  requires 
that  programs  be  reauthorized  and  reviewed.  It  makes  no  greater  assumption  about 
the  validity  of  a  program  than  Congress  does  regularly  when  it  authorizes  a  pro- 
gram for  a  definite  period  of  time. 

Other  criticisms  of  automatic  termination  are  that  it  will  open  old  battles  which 
have  already  been  fought  and  won;  that  it  could  mean  inadvertent  termination;  and 
that  it  could  bring  uncertainty  to  State  and  local  governments  who  receive  Federal 

assistance.  t  u  i- 

I  must  agree  that  sunset  would  allow  debate  on  old  policy  issues.  But  I  believe 
that  that  is  a  good  thing.  Policies  of  the  past  are  not  necessarily  reflective  of  the 
best  solutions  to  today's  problems.  However,  it  should  be  kept  in  mind  that  the 
termination  provision  does  not,  by  itself,  terminate  any  underlying  programmatic 
law.  It  affects  only  the  authorization  of  expenditure  for  programs. 

It  also  may  be  true  that  automatic  termination  could  mean  inadvertent  termina- 
tion but  I  see  that  as  highly  unlikely.  I  can't  think  of  a  program  which  is  working 
reasonably  well  that  would  not  have  a  constituency  screaming  and  yelling  if  it 
appeared  Congress  where  about  to  terminate  it  because  of  inadvertence. 

Finally,  the  argument  that  sunset  will  somehow  cause  instability  at  the  State  and 
local  level  is  wrong.  Most  assistance  programs  for  State  and  local  governments 
already  have  short-term  reauthorizations  so  that  there  would  be  no  more  uncertain- 
ty under  sunset  that  there  is  now  every  time  a  program  comes  up  for  reauthoriza- 
tion. 

program  review  schedule  and  workload 

Perhaps  the  single  most  common  criticism  of  sunset  legislation  is  that  it  would 
create  a  disastrous  workload  problem  for  committees.  This  is  an  old  criticism  that 
may  have  been  justified  when  speaking  of  the  original  proposals  offered  a  few  years 
ago,  but  the  procedures  in  H.R.  2  have  been  changed  and  refined  to  the  point  where 
the  increase  in  congressional  workload  would  be  minimal. 

I  would  point  out  to  the  committee  that  the  Congressional  Budget  Office  has 
estimated  that  sunset  would  cost  about  $10.4  million  in  added  congressional  staff 
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salaries,  and  about  $18  million  in  added  expenses  for  the  GAO,  each  year.  Compared 
with  the  potential  benefits,  $28  million  seems  a  reasonable  sum. 

It's  important  to  remember  that  the  only  net  increase  in  workload  imposed  by 
H.R.  2  is  the  addition  of  permanent  programs  to  the  list  of  those  already  reconsid- 
ered from  time  to  time.  Of  course  many  permanent  programs  are  also  major 
programs,  but  under  sunset  the  extra  staff  required  to  review  those  programs  would 
be  determined  in  large  part  by  the  priority  that  a  committee  decides  to  give  the 
review  of  any  one  program.  If  only  routine  review  is  contemplated,  extra  staff  may 
not  be  needed. 

The  reauthorization  schedule  suggested  by  H.R.  2  was  prepared  with  great  con- 
cern for  the  potential  workload  problem.  Let  me  take  a  moment  to  give  you  some 
background  on  how  it  was  prepared. 

It  is  based  on  the  inventory  of  Federal  programs  prepared  by  the  Intergovernmen- 
tal Relations  Subcommittee  of  the  Senate  Committee  on  Governmental  Relations 
with  the  assistance  of  the  GAO.  Work  was  begun  on  the  inventory  in  early  1976  and 
was  compiled  in  consultation  with  the  executive  branch  and  other  Senate  commit- 
tees. It  includes  about  1,250  discreet  Federal  activities  that  can  be  identified  as 
programs. 

This  schedule  is  their  best  effort  at  allocating  committee  workload  over  the  five- 
Congress  schedule  in  the  bill.  For  the  most  part,  programs  have  been  weighted 
according  to  their  difficulty,  so  as  to  achieve  an  optimum  balance  of  workload. 

These  efforts  have  resulted  in  a  schedule  that  is  probably  as  sophisticated  as 
possible  without  active  and  more  direct  committee  participation.  It  is  very  likely 
that  it  will  be  necessary  for  the  schedule  to  undergo  even  further  refinement  as  the 
sunset  process  takes  hold.  You  here  on  this  subcommittee  will  have  a  great  deal  to 
say  about  the  final  shape  of  any  bill  aimed  at  reauthorization  and  improved  over- 
sight and  I  hope  you  will  make  every  effort  to  determine  a  schedule  that  will  fit 
within  committee  workloads  yet  will  require  a  vigorous  and  systematic  approach. 

In  connection  with  the  workload  problem  and  the  development  of  the  reauthoriza- 
tion schedule,  many  have  asked  whether  it  is  necessary  to  schedule  reauthorizations 
by  budget  function. 

Mr.  Chairman,  today  there  are  well  over  1,000  different  Federal  spending  pro- 
grams. Most  of  these  are  reviewed  on  a  regular  basis,  but  they  are  usually  done  so 
one  program  at  a  time.  What  with  different  expiration  dates,  and  overlapping 
committee  jurisdictions,  Congress  has  no  opportunity  to  examine  all  health  pro- 
grams, for  example,  at  the  same  time.  Thus,  Congress  is  expected  to  pass  judgment 
on  one  piece  of  a  very  complex  puzzle  without  the  knowledge  of  how  that  piece  fits 
into  the  puzzle  as  a  whole. 

Mr.  Blanchard  gave  a  few  examples  earlier  of  duplication  and  waste  in  Govern- 
ment programs.  One  of  the  fundamental  premises  of  ordering  the  reauthorization 
schedule  by  budget  function  is  that  similar  programs  will  be  reviewed  at  the  same 
time  so  that  this  kind  of  duplication  will  come  to  the  fore. 

Examining  programs  with  like  aims  at  the  same  time  would  eliminate  many  of 
the  instances  where  gross  waste  of  budget  resources  occur. 

CIVIL  RIGHTS 

During  the  development  of  sunset  legislation  many  people  raised  the  legitimate 
concern  that  automatic  termination  might  jeopardize  certain  civil  rights  programs 
that  represent  constitutional  commitments  to  citizens  of  our  country.  Because  there 
was  near  universal  agreement  with  this  complaint,  exemptions  for  Federal  activities 
for  the  enforcement  of  civil  rights  guaranteed  by  the  Constitution  of  the  United 
States  or  to  enforce  anti-discrimination  laws  in  the  United  States  were  written  into 
H.R.  2.  Let  me  explain  in  a  little  more  detail  what  this  exemption  means. 

Enforcement  would  extend  to  affirmative  action  programs  and  activities,  even 
though  not  conducted  pursuant  to  an  express  court  order.  Federal  civil  rights 
enforcement  activities  are  conducted  largely  pursuant  to  authority  granted  by  stat- 
utes such  as  the  Civil  Rights  Act  of  1964,  the  Civil  Rights  Act  of  1968,  and  the 
Rehabilitation  Act  of  1973,  as  well  as  authority  granted  to  the  attorney  General  to 
represent  the  interests  of  the  United  States  under  sections  516  through  519  of  title 
29,  United  States  Code.  The  subsection  also  would  cover  criminal  prosecutions  under 
those  statutes  in  chapter  13  of  title  18,  United  States  Code,  which  are  designed  to 
provide  criminal  sanctions  for  interference  with  constitutional  rights.  The  subsec- 
tion also  would  cover  programs  for  defensive  as  well  as  prospective  constitutional 
litigation.  The  subsection  also  would  cover  the  implementation  or  enforcement  of 
judgments  resulting  from  civil  rights  litigation.  The  definition  of  civil  rights  guaran- 
teed by  the  Constitution  is  meant  to  be  fluid  and  evolving,  and  not  limited  to  the 
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rights  that  may  exist  at  the  date  of  enactment.  However,  the  programs  or  activities 
exempted  do  not  include  underlying  Federal  grant  or  contract  programs. 

In  conclusion,  Mr.  Chairman  and  members  of  the  subcommittee,  speaking  for  Mr. 
Blanchard,  Mr.  Gephardt,  and  myself,  we  believe  H.R.  2  is  a  viable  and  positive 
piece  of  legislation.  As  I  have  tried  to  indicate,  much  work  has  been  done  on  the 
legislation.  However,  a  great  deal  of  work  remains.  I  would  like  to  finish  my 
statement  by  suggesting  some  improvements  the  subcommittee  might  want  to  con- 
sider. 

First,  in  my  opinion,  title  V,  dealing  with  regulatory  impact,  really  should  be 
dealt  with  separately.  While  this  kind  of  full-scale  regulatory  review  might  be 
necessary,  I  am  not  sure  our  ability  to  determine  the  exact  nature  of  regulatory 
policies  is  at  a  state  refined  enough  that  the  kind  of  legislative  process  proposed  in 
title  V  would  be  feasible.  In  any  event,  I  would  not  want  to  see  the  principal 
elements  of  sunset  bogged  down  by  this  title. 

Second,  I  would  suggest  the  committee  consider  title  II  to  be  somewhat  superflu- 
ous. Much  of  this  information  is  already  available,  and  the  requirement  that  com- 
mittees review  and  report  on  this  inventory  give  it  more  significance  than  would 
appear  necessary. 

In  essence,  the  real  heart  of  H.R.  2  is  in  title  I — Reauthorization  of  Government 
Programs,  title  III — Program  reexamination,  and  title  VII — Tax  Expenditures.  I 
would  hope  the  subcommittee  will  put  most  of  its  efforts  into  developing  the  proce- 
dures suggested  in  titles  I,  III,  and  VII  into  a  bill  that  will  fulfill  the  promise  that 
we  believe  sunset  legislation  holds. 

Mr.  Long.  Thank  you  very  much,  Mr.  Mineta. 

Mr.   Blanchard,   did  you   have  something  you  wanted  to  add? 

Mr.  Blanchard.  We  have  brought  with  us  a  number  of  items 
that  might  well  be  helpful.  First,  a  list  of  the  cosponsors  of  H.R.  2; 
second,  an  example  of  how  the  committee  workload  would  flow 
under  the  10-year,  five-Congress  cycle.  We  also  can  give  you  a 
rough  schedule  of  how  a  6-year  workload  would  flow,  because  that, 
frankly,  was  the  original  time  period  Mr.  Lott  would  be  interested 
in. 

Then,  of  course.  Professor  McDaniel's  testimony. 

In  addition,  the  CBO  has  been  doing  some  good  and  thorough 
work  and  I  think  it  is  being  transmitted  to  you  at  this  moment 
with  inventory  programs  and  committees  and  functions  and  a  lot  of 
other  information  that  would  demonstrate  in  quite  some  detail  how 
this  system  would  work. 

Finally,  I  should  also  indicate  there  is  H.R.  1700,  which  is  sunset 
minus  the  tax  expenditure.  We  are  stressing  H.R.  2. 

Mr.  Long.  Thank  you  very  much,  gentlemen. 

I  have  three  questions  that  I  would  like  to  ask  that  cuts  across 
the  board  and  go  to  what  I  think  is  the  heart  of  the  matter.  The 
first  question  regards  the  reauthorization  and  the  exemptions  by 
section  103.  The  Congressional  Budget  Office  has  estimated  that 
the  programs  that  are  exempted  from  the  reauthorization  process 
in  section  103  amount  to  some  $240  billion  in  outlays  for  fiscal  year 
1979,  which  is  about  48  or  49  percent  of  the  total  budget.  Sunset 
aims  to  provide  us  with  better  control  over  the  budget.  Exempting 
these  programs  removes  them  from  this  control.  They  then  become 
what  is  often  referred  to  as  uncontrollables.  How  can  this  legisla- 
tion provide  us  with  better  control  if  it  exempts  such  a  large 
proportion  of  the  budget  from  the  process  at  the  start,  rendering 
that  portion  uncontrollable? 

Mr.  Gephardt.  I  don't  think  they  should  be  exempted.  I  think 
the  law  should  be  changed  so  they  are  all  included.  Let  me  talk 
about  that  for  a  moment. 
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Most  of  that  is  social  security.  The  reason  it  is  exempted  is 
obvious.  This  is  a  pension  system.  People  have  paid  into  it  for  years 
and  years  and  they  expect  to  get  their  money  back  in  terms  of 
retirement  benefits.  So  the  theory  of  taking  it  out  is  we  don't  want 
to  indicate  to  people  that  there  is  even  a  possibility  that  that 
program  can  terminate  when  it  has  the  aspect  it  has.  It  is  a 
pension  program. 

On  the  other  hand,  I  believe  that  we  are  doing  constant  review  of 
social  security.  We  are  beginning  to.  It  is  my  belief  that  we  need  to 
reshape,  modify  and  in  some  cases  reduce  some  of  the  benefits  that 
have  been  created  in  the  program  in  order  to  make  it  a  more 
viable  program.  That  review  is  going  to  go  on  anyway,  and  should 
go  on.  I  believe  that  putting  a  termination  mechanism  on  social 
security,  like  other  programs  in  that  category,  would  simply  serve 
to  require  that  kind  of  periodic  review. 

I  think  the  box  you  get  into  by  putting  anything  into  an  exempt 
status  in  everything  else  is  a  candidate  for  exempt  status,  and  you 
wind  up  with  this  horrible  theoretical  position  and  it  crumbles 
underneath  you.  My  best  hope  would  be  that  we  can  return  to  the 
time  when  we  put  everything  in— tax  expenditures,  social  security 
and  every  other  program — and  then  we  have  a  sound  theoretical 
and  philosophical  base  for  what  we  are  doing,  and  we  go  ahead  and 
do  it.  Everything  is  on  the  table  every  year  anyway. 

Mr.  Blanchard.  H.R.  2,  as  I  said,  other  than  tax  expenditure  is 
identical  to  S.  2.  You  have  to  remember  S.  2  is  the  sunset  bill  at 
the  end  of  the  process  in  the  Senate,  after  the  bargaining  and 
negotiation.  They  didn't  start  out  with  any  exemptions  to  begin 
with.  That  is  what  came  out  of  the  process. 

Unchanged  what  would  this  bill  do?  Right  now  we  review  about 
25  or  26  percent  of  the  spending  authority.  Our  bill  would  move  it 
to  about  60.  As  you  point  out,  40  percent  remains  untouched. 
Albeit  to  the  extent  that  people  have  paid  in  money,  either  for 
pension  or  social  security,  in  expectation  of  return,  I  don't  think  we 
should  or  could  have  a  termination  clause.  We  need  review  though, 
which  I  think  is  where  you  can  improve  the  bill.  I  don't  think  you 
want  the  termination  clause  on  that  segment,  because  I  don't  think 
we  could  honestly  terminate  those  things  people  have  paid  into.  I 
think  it  would  be  subject  to  a  constitutional  question  also. 

Mr.  Long.  Are  you  suggesting  that  we  establish  two  categories, 
one  with  a  termination  provision  and  the  other  only  specifying 
continuing  review? 

Mr.  Blanchard.  I  hate  to  say  that,  because  you  open  it  up  to 
problems  that  Dick  and  Trent  and  you  appreciate  very  well.  I  am 
just  suggesting  there  is  more  than  one  way  to  skin  a  cat,  and  I 
think  you  people  will  be  able  to  handle  that  problem. 

Mr.  BoLLiNG.  Mr.  Chairman,  would  you  yield? 

Mr.  Long.  I  would  be  happy  to. 

Mr.  Bolling.  I  think  it  is  important  to  get  in  the  record  here,  at 
least  I  believe  there  is  some  hope  that  the  House  has  a  different 
attitude  on  this  matter  than  the  Senate  for  reasons  that  I  will  not 
go  into. 

Mr.  Long.  Mr.  Mineta,  do  you  have  any  comments  with  respect 
to  this  uncontrollable  spending  and  exemption  issue? 

Mr.  Mineta.  No;  I  agree  fully  with  Jim  and  Dick. 


22 

Mr.  Long.  Let  me  proceed  to  the  second  question  I  wish  to  raise. 
This  one  regards  the  number  of  existing  Federal  programs. 

Mr.  Blanchard,  you  mentioned  the  existence  of  about  1,200  Fed- 
eral programs.  I  believe  that  is  the  number  of  budget  accounts,  is  it 
not? 

Mr.  Blanchard.  I  am  not  even  sure  of  that.  There  are  1,200 
authorizations  by  Congress,  about  1,200.  In  fact,  a  recent  CBO 
analysis  of  program  functions  and  subfunctions  indicate  there  are 
1,200  authorizations  by  Congress.  The  essential  thing  is  really  to 
get  agreement  on  what  they  are. 

Mr.  Long.  That  is  a  rather  loose  interpretation,  assuming  that 
they  are  programs  and  the  Office  of  Management  and  Budget 
treats  them  as  budget  accounts. 

Mr.  MiNETA.  There  are  about  1,200  discrete  Federal  activities 
which  can  be  translated  into  programs.  The  thing  is  in  the  Budget 
Act  there  are  about  17,  I  believe,  different  functional  areas,  and 
the  thing  that  we  can  do  is  to  address  the  next  level  of  detail- 
budget  subfunctions — say  the  114  transportation  programs  under 
that  function  of  the  budget  with  transportation.  Right  now  we  deal 
with  things  on  a  single  issue  basis,  where  we  don't  see  where  one 
interrelates  with  the  other. 

Mr.  Long.  Norm,  when  we  talked  to  some  of  the  other  agencies 
about  the  number  of  Federal  programs  we  heard  figures  upward  of 
7,000  and  8,000.  These  numbers  are  crucial  if  we  are  to  get  a  hold 
of  the  whole  problem  and  understand  its  magnitude.  I  am  afraid 
that  an  estimate  of  1,200  Federal  programs  may  be  understating 
the  magnitude  of  the  task  before  us. 

Mr.  MiNETA.  I  think  Jim  has  a  handle  on  that. 

Mr.  Blanchard.  I  think  every  agency  will  testify  they  have  a 
huge  amount  of  programs.  They  will  interpret  program  as  narrow- 
ly as  they  can  to  imply  how  hard  they  are  working.  What  we  have 
found  is  this:  The  Senate  Budget  Committee  in  discussing  this  with 
other  congressional  committees  and  agencies  concluded  there  were 
about  1,200  program  areas.  So  did  the  GAO  independently.  It  is  a 
pretty  good  ball  park  figure.  CBO  is  coming  in  slightly  lower,  but 
they  may  be  defining  program  area  somewhat  broader.  But  nobody 
other  than  some  of  the  agencies  is  talking  about  6,000  or  7,000.  We 
are  talking  about  1,200  or  less. 

In  fact,  I  think  CBO  has  indicated  there  are  about  300  major 
program  areas.  The  important  thing  is  to  have  sunset  work,  you 
don't  live  or  die  on  what  the  definition  of  program  is.  You  are 
dealing  with  authorization.  And  by  program  area,  you  can  slice  it 
any  way  you  want.  The  essential  ingredient  is  to  reauthorize  by 
program  area. 

Mr.  Long.  If  we  are  looking  at  program  areas  in  order  to  look  at 
programs,  we  are  not  necessarily  looking  at  just  apples.  We  may  be 
looking  at  apples  and  oranges,  or  at  least  oranges  and  tangerines. 

Mr.  Blanchard.  Everybody  is  going  to  define  program  different- 
ly. I  think  the  essential  thing  is  to  get  an  agreement  as  to  what 
you  are  dealing  with.  I  think  the  Senate  was  able  to  do  that  with 
this  bill,  taking  it  to  the  chairman  of  the  committee.  I  think  you 
would  get  more  cooperation  in  the  House  from  our  committee 
leaders  than  they  perhaps  did  in  the  Senate.  That  is  why  we 
provided  the  schedule  so  you  can  see  on  paper  how  it  is  and  how 
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many  programs  are  coming  up  each  year  and  before  which  commit- 
tee. That  is  a  lot  of  work,  but  much  has  been  done. 

Mr.  Long.  Again,  not  to  pursue  the  point,  because  I  think  you 
are  absolutely  right,  but  I  think  we  have  to  resolve  it.  If  you  use 
what  the  General  Accounting  Office  has  defined  in  its  LAPIS 
system,  the  figure  is  something  like  2,500  programs.  So  it  is  a  very 

difficult  problem.  _       rr,,     ^  *  ^  i 

Mr.  Blanchard.  That  came  from  the  agencies.  The  GAO  has  got 
a  revised  number.  I  think  if  you  talk  to  them,  they  have  come  to 
some  agreement  as  to  the  figures  with  others. 

Mr.  MiNETA.  I  think  if  you  are  looking  at  that  in  terms  of 
discrete  activities,  you  will  find  that  number  drops  down— because 
an  activity  may  consist  of  many  programs.  What  we  want  to  do  in 
H.R.  2  is  to  deal  with  those  as  they  interrelate  to  each  other. 

Mr.  Long.  I  think  that  is  a  valid  point.  Norm,  because  of  the  fact 
Dick  Gephardt  pointed  out.  The  interrelationship  of  one  program 
to  another  is  really  the  area  that  has  been  missed  rather  than  the 
oversight  of  the  effectiveness  of  a  particular  program  in  isolation. 

Mr.  MiNETA.  In  the  Senate  report  dealing  with  the  Program 
Evaluation  Act  of  1977,  which  is  the  forerunner  of  this,  it  is  impor- 
tant to  note  that  much  of  the  alleged  problem  over  the  definition  of 
the  term  "program"  is  one  of  semantics,  and  in  formulating  the 
amendment  to  S.  2,  the  committee  considered  a  number  of  defini- 
tions of  program.  What  is  considered  as  a  program  by  one  authoriz- 
ing committee  may  be  considered  as  several  programs  by  another 
committee  or  as  subprogram  elements  by  yet  another  committee. 
Given  this  potential  for  disagreement  between  committees  or  what 
constitutes  a  program,  what  becomes  important  in  this  debate 
therefore  is  only  that  the  universe  of  activities  within  each  budget 
subfunction  is  known  and  the  actual  definition  of  that  universe  can 
be  left  up  to  each  committee. 

Mr.  Long.  That  is  a  problem  we  will  have  to  struggle  with. 

The  third  question  I  have  relates  to  tax  expenditures.  Perhaps  a 
general  comment  from  each  of  you  might  be  helpful  in  that  regard. 

The  central  difficulty  that  is  pointed  out  by  those  who  object  to 
the  inclusion  of  tax  expenditures  is  the  economic  uncertainty  that 
exists  in  the  economy  today.  Some  argue  that  the  inclusion  of  tax 
expenditures  in  this  process  would  not  add  fuel  to  the  fire  of 
economic  uncertainty.  I  would  like  your  views  as  to,  first.  Is  that  a 
valid  criticism;  second.  What  is  the  difference  between  tax  expendi- 
tures and  direct  spending  programs;  third.  Is  there  really  a  consen- 
sus of  opinion  as  to  what  constitutes  a  tax  expenditure;  and  finally, 
returning  to  the  question  that  we  just  discussed  regarding  the 
inventory.  How  many  more  programs  are  we  adding  when  we 
include  tax  expenditures? 

Mr.  MiNETA.  We  will  let  our  tax  expert  answer. 

Mr.  Gephardt.  I  wish  we  had  one. 

I  think  first  of  all  with  regard  to  uncertainty,  it  is  just  an 
argument  that  doesn't  hold  any  water.  If  there  is  any  uncertainty 
in  the  tax  area,  we  fool  with  it  every  2  years.  Everything  is  on  it. 
Investment  tax  credit  is  permanent  this  time,  and  I  think  that  is  a 
practical  joke,  because  we  can  come  back  next  year  and  change  it. 
We  tried  to  give  some  reassurance  by  calling  it  permanent,  but 
indeed  it  is  no  more  permanent  than  it  ever  was. 
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If  you  had  a  10-year  cycle  or  a  6-year  cycle,  you  would  probably 
add  to  certainty  because  people  would  know  at  least  it  wouldn't 
come  for  the  period  of  time.  I  think  indeed  you  can  argue  strongly 
that  this  adds  no  major  uncertainty  other  than  what  already 
exists.  There  is  no  way  to  have  certainty  about  provisions  in  our 
tax  code. 

Second,  we  asked  about  the  number  of  provisions  that  we  have 
dealing  with  tax  expenditures.  That  indeed  is  a  good  question.  I 
have  two  articles  that  I  would  also  like  to  give  you  that  came  out 
when  the  debate  occurred  over  whether  or  not  to  put  tax  expendi- 
tures into  the  bill.  One  is  by  a  Professor  Bicker  at  Columbia  Law 
School,  who  argued  strongly  the  definition  of  tax  expenditure  that 
was  used  in  terms  of  the  budget  process  was  much  too  wide.  Too 
many  issues  came  into  the  budget  process. 

I  think  there  is  a  way  to  define  it  very  clearly.  And  I  recommend 
to  you  these  two  articles  which  constitute  that  debate. 

I  would  just  say  to  you  that  I  think  there  is  a  way  in  the  law  to 
decide  what  you  want  to  put  into  this  discussion  and  what  you 
don't. 

What  was  your  third  question? 

Mr.  Long.  My  third  question  is  with  respect  to  establishing  the 
inventory.  I  believe  you  have  had  some  experience  in  that  area.  We 
might  profit  by  your  experience. 

Mr.  Gephardt.  I  think  this  is  an  area  also  that  requires  a  lot  of 
hard  thought.  As  I  said,  the  American  Enterprise  Institute's  testi- 
mony before  the  oversight  subcommittee  the  other  day  suggested 
that  if  we  really  tried  to  look  at  all  tax  expenditures  that  now 
exist,  however  you  define  it,  whether  you  define  it  liberally  or  in  a 
more  conservative  fashion,  it  would  be  impossible  for  us  to  accom- 
plish that  in  the  Ways  and  Means  Committee  or  any  other  commit- 
tee in  the  period  of  10  years  or  even  a  7-year  period.  They  suggest- 
ed we  do  it  on  an  annual  basis,  have  an  annual  phase  determina- 
tion and  have  Treasury  or  you  set  out  in  the  law  which  ones  are 
going  to  come  up  in  which  year,  making  an  orderly  process  toward 
review.  I  think  that  may  make  some  sense.  I  think  we  have  to  look 
at  that  kind  of  idea.  Indeed,  you  would  have  to  spend  the  whole  10 
years  in  an  orderly  way  looking  at  all  the  tax  expenditures  in 
order  to  get  it  done  in  10  years. 

There  are  tax  expenditures  in  the  oversight  subcommittee,  and 
we  have  looked  at  maybe  two  or  three  in  the  time  I  have  been 
there  in  V-k  years  now.  We  have  looked  at  very  few  of  the  tax 
expenditures  that  exist.  There  are  areas  that  have  not  been  looked 
at  for  years.  All  of  the  incentives  we  have  to  create  housing  have 
really  not  been  studied  in  the  Ways  and  Means  Committee.  CBO 
has  done  some  studies,  but  the  Ways  and  Means  Committee  hasn't 
done  serious  study  for  a  long  time 

I  think  you  can  create  an  inventory  and  I  think  you  can  define 
what  tax  expenditure  is  and  what  you  want,  and  we  can  do  it  on 
an  orderly  basis.  I  would  be  happy  to  work  with  the  subcommittee 
on  it. 

Mr.  Long.  The  Glenn  amendment  attempted  to  include  this  cov- 
erage in  the  Senate  and  lost.  Is  this  politically  possible? 

Mr.  Gephardt.  I  think  it  is.  I  think  Senator  Long  has  a  strong 
feeling  about  it  and  he  has  a  lot  of  weight  in  that  body  on  these 
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issues.  But  I  think  we  can  pass  it  in  the  House.  I  think  there  is 
good  reason  to  pass  it.  I  think  we  can  allay  the  fears  of  people  that 
think  we  are  all  crazy  in  trying  to  knock  out  all  the  tax  exemp- 
tions. This  is  not  my  intent. 

Mr.  Long.  I  thought  your  comment  was  interesting,  that  it  really 
would  give  tax  treatments  more  assurance  of  a  continuance  over  a 
definite  period  of  time  than  we  presently  have.  This  is  because,  as 
you  state,  right  now  everthing  is  laid  up  on  the  table  at  least  every 
2  years. 

Mr.  Gephardt.  I  have  a  letter  which  I  would  also  like  to  give  you 
from  one  of  Congressman  Pete  McCloskey's  constituents  who  is  a 
tax  lawyer  in  his  district  who  was  almost  emotional  writing  about 
the  problems  created  for  him  and  other  people  who  deal  with  the 
tax  code  on  a  daily  basis,  because  we  do  churn  it  every  2  years  and 
turn  ever5^hing  upside  down  and  make  it  almost  impossible  for  the 
private  sector  to  deal  with  that.  It  would  be  a  stability. 

Mr.  Blanchard.  I  should  mention  the  vote  in  the  Senate  on  the 
Glenn  amendment  was  50  to  41.  That  was  with  very  open  and 
considerable  opposition  by  Chairman  Russell  Long.  My  guess  is  the 
result  will  be  different  in  the  House.  If  our  discussions  are  any 
indication  of  sympathy,  the  prospects  for  inclusion  of  tax  expendi- 
tures are  very  good. 

Mr.  Long.  Mr.  Lott. 

Mr.  Lott.  Thank  you,  Mr.  Chairman. 

Following  up  on  your  question  as  to  whether  it  is  politically 
possible,  I  think  one  of  the  problems  we  will  run  into  on  this,  or 
are  going  to,  is  the  simple  objection  being  raised  by  the  leaders, 
committee  chairmen,  and  colleagues  in  general,  that  this  is  going 
to  double  and  complicate  and  make  our  workload  even  more  diffi- 
cult and  more  voluminous.  You  just  barely  touched  on  that,  Jim. 
What  is  your  response?  I  don't  thing  this  is  a  legitimate  argument, 
but  it  is  one  we  have  to  address. 

Mr.  Blanchard.  It  is  a  real  argument.  But  I  would  hate  to  tell 
people  we  are  too  busy  to  look  at  Federal  spending  programs.  I 
think  one  of  the  reasons  we  moved  from  6  to  10  years  was  to  ease 
the  fears  of  workload,  to  be  very  honest,  and  I  think  the  best  test 
would  be  for  you,  along  with  the  committee  chairmen,  and  we 
would  like  to  help,  to  sit  down  and  look  at  the  workflow  that  now 
has  been  through  a  series  of  computer  runs  on  paper. 

I  should  indicate  also  that  personally  I  think  we  ought  to  stretch 
out  authorizations.  It  doesn't  make  any  sense  if  you  are  talking 
about  planning  and  presenting  to  the  Nation  firm  notions  of  public 
policy  to  have  a  whole  host  of  programs  that  come  up  every  year  or 
every  2  years  and  then  three-quarters  of  them  never  come  up  at 
all.  I  am  suggesting  that  although  our  bill  does  not  do  that,  that 
you  stretch  out  authorizations.  We  continue  a  lot  of  them  for  1  or  2 
years.  Our  bill  allows  that.  I  think  we  ought  to  give  serious  thought 
to  stretching  it  out.  If  you  do  that,  then  we  might  well  have  a 
lesser  workload. 

Mr.  Lott.  That  is  a  separate  action  which  would  have  to  be 
taken  apart  from  this. 

Mr.  Blanchard.  That  is  correct.  I  am  just  throwing  that  out  as 
another  to  the  question.  But  I  share  your  feeling.  Rather  than 
review  one-fourth  of  the  budget  every  year  and  three-fourths  never. 
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we  ought  to  be  able  to  review  all  of  the  budget  at  least  every  10  or 
6  years.  By  the  way,  the  Senate  is  going  to  crank  up  hearings  in 
May. 

Mr.  MiNETA.  Mr.  Lott,  within  the  five-Congress  schedule  in  the 
bill,  programs  are  weighted  according  to  their  difficulty.  Second, 
you  deal  with  them  by  programmatic  subfunctions  so  that  you  are 
able  to  spread  that  workload  over  a  longer  period  of  time.  To  re- 
emphasize,  what  you  are  able  to  do  is  to  look  at  a  number  of 
programs  in  a  given  area  at  the  same  time.  Right  now  we  take  up 
bills  individually  and  we  never  see  how  one  program  relates  to 
another  that  we  might  have  reauthorized  2  years  ago.  This  way  we 
will  be  able  to  see — whether  it  is  a  Meals-on- Wheels  program  out  of 
HEW,  or  a  program  that  is  going  to  a  community  agency  under  the 
ACTION  program — how  the  programs  relate  to  one  another. 

Mr.  Lott.  One  of  the  points  raised  in  this  connection  by  some  of 
the  experts  we  have  had  before  the  committee  is  it  would  involve 
more  personnel,  more  staff  people  at  the  congressional  level,  at  the 
Budget  Office,  and  at  GAO.  Is  it  your  feeling  that  this  is  the  case, 
or  would  be  the  case?  If  not,  how  are  we  going  to  handle  it,  or  is  it 
necessary? 

Mr.  MiNETA.  I  don't  think  there  is  any  way  of  avoiding  it.  As  I 
have  said  in  my  testimony,  we  are  willing  to  face  that.  We  know 
from  CBO  and  what  GAO  says  will  be  the  impact  on  their  agency, 
it  will  be  an  increase.  But  I  think  the  estimated  cost  right  now  at 
least  of  $28  million  that  has  been  estimated  as  the  impact  on 
congressional  committees  as  well  as  GAO,  that  that  will  more  than 
pay  for  itself  in  terms  of  the  kind  of  savings  and  thorough  exami- 
nations that  will  be  given  to  these  various  programs. 

Mr.  Lott.  I  agree,  but  we  need  to  be  prepared  when  these  issues 
are  raised. 

Mr.  Blanchard.  Let  me  respond  to  that  quickly.  We  have  an 
estimate  here  from  CBO.  It  doesn't  mean  we  have  to  accept  it.  It 
doesn't  mean  we  have  to  decide  this  is  going  to  take  a  huge  amount 
of  personnel  in  order  to  accomplish  this.  We  have  a  good  deal  of 
personnel  I  think  on  committees  today.  My  Science  and  Technology 
Committee,  which  has  been  blessed  with  a  lot  of  personnel,  indeed 
we  could  do  a  good  deal  of  oversight  with  existing  personnel  if  we 
had  the  mission  to  do  it. 

Let  me  go  back  to  another  question.  The  biggest  thing  about 
sunset  is  that  it  is  switching  the  burden  of  proof  with  regard  to 
existing  programs,  which  I  think  necessitates  in  terms  our  time- 
load  that  we  have  got  to  place  less  emphasis  on  new  legislation  on 
the  floor  and  more  emphasis  on  what  is.  That  is  the  whole  issue 
with  this  bill.  If  it  does  that  one  thing,  it  will  have  done  more. 

Mr.  Lott.  I  think  that  is  the  heart  of  the  whole  thing. 

I  do  think  we  need  to  address  a  little  more  the  cycle.  You 
mentioned  6  years,  Jim,  as  the  one  that  would  be  a  normal  flow  for 
a  variety  of  reasons.  What  is  in  the  Senate  bill  and  H.R.  2  is  10 
years.  Would  you  make  some  comments  on  that? 

Mr.  Blanchard.  When  I  was  a  starry-eyed  kid — last  month — 5 
years  ago  when  I  got  here,  I  actually  had  the  nerve  to  drop  a  bill  of 
this  type  of  review  every  year.  Then  as  I  looked  at  the  budget,  I  got 
more  and  more  scared.  We  came  down  to  5  or  6  years  as  a  reason- 
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able  cycle.  We  can  present  to  you  a  computer  run  on  how  that 
would  work  out. 

I  have  never  spent  a  lot  of  time  trying  to  decide  how  long  it 
should  be,  but  more  how  it  would  work  and  more  on  giving  the 
committees  some  flexibility  to  make  it  work  without  a  lot  of  exces- 
sive paperwork.  My  own  gut  feeling  is  it  could  probably  be  done 
every  6  years,  but  we  would  be  wise  to  stretch  out  existing  1-  and  2- 
year  authorizations  to  a  longer  period  of  time.  But  because  our  bill 
doesn't  do  that,  a  10-year  cycle  is  more  realistic,  and  that  was 
finally  decided  in  the  Senate  for  purposes  of  convincing  everybody 
it  could  be  done;  that  was  the  timeframe  selected.  I  think  we  want 
to  be  very  cautious  and  not  ask  too  much.  The  last  thing  I  want  is 
to  see  the  process  not  work.  I  think  your  panel  is  going  to  come  up 
with  a  good  bill.  You  want  it  to  work  and  we  don't  want  to  push  it. 
We  want  to  srike  a  blow  for  a  modern  Congress. 

Mr.  MiNETA.  Mr.  Lott,  when  we  first  introduced  this  bill,  there 
was  much  thought  given  to  this  discussion,  starting  out  with  1 
year,  2  years.  One  of  the  problems,  just  as  a  caveat,  we  wanted  to 
stay  away  from  4  years,  because  what  happens  then  is  every  4 
years  you  have  the  same  programs  coming  through  at  the  time  of 
the  Presidential  election,  so  the  same  programs  are  going  to  get 
beat  over  the  head  at  that  point.  That  is  why  we  wanted  to  make 
sure  it  stays  off  that  cycle  so  it  would  not  coincide  with  a  Presiden- 
tial election  year.  That  is  why  6  or  10  years  was  hit  on. 

Mr.  Lott.  Just  one  other  area.  With  regard  to  this  unfortunate 
misnomer,  "tax  expenditures,"  when  I  say  or  think  of  tax  expendi- 
tures, I  think  of  the  term  as  do  the  people  back  home.  It  is  what 
the  Government  does  with  their  money — spend  it.  I  don't  know 
when  we  got  into  thinking  that  a  tax  expenditure  is  when  we  allow 
the  people  to  keep  some  of  their  money.  It  happened  with  the 
Budget  Act.  I  specifically  avoided  using  the  word  tax  expenditure 
in  my  opening  remarks  as  to  whether  or  not  the  Internal  Revenue 
Code  should  be  included.  You  are  right;  this  is  a  problem  area  and 
exemptions  are  a  problem  area. 

I  am  inclined,  though,  to  agree  with  what  you  said,  Mr. 
Gephardt;  and  I  realize  there  are  a  lot  of  my  friends  who  disagree. 
We  are  going  to  have  to  put  everything  in  the  legislation.  If  you 
are  going  to  start  exempting  things,  I  don't  know  where  it  ends. 
But  if  we  are  going  to  exempt  something,  I  would  be  inclined  to 
think  it  ought  to  be  tax  expenditures  or  the  Internal  Revenue  Code 
area. 

I  have  here  an  article  by  Tax  Foundation  that  raises  very  serious 
questions  about  the  sunset  of  "tax  expenditures." 

Your  feeling,  I  think,  really  is  that  you  would  prefer  a  version 
which  would  not  include  any  exemptions,  and  which  would  include 
the  Internal  Revenue  Code.  So  you  would  put  everjrthing  in  it. 

Mr.  Gephardt.  Yes,  sir.  If  the  word  tax  expenditure  is  the  wrong 
word,  then  I  don't  know,  maybe  tax  incentives.  I  think  it  is  impor- 
tant to  note  that  when  we  talk  about  forgiveness  of  tax  for  a 
purpose,  that  is,  it  is  for  a  purpose,  and  that  is  the  key  element. 

People  say,  well,  this  is  our  money;  you  are  letting  us  keep  a 
little.  By  the  same  theory,  we  could  get  rid  of  the  tax  system.  "The 
point  is  others  are  not  getting  that  forgiveness  because  they  are 
not  doing  that  activity  for  which  we  have  decided  to  give  you  that 
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money.  That  social  goal  can  be  achieved  by  direct  spending  or  by 
indirect  tax  forgiveness,  and  either  way  there  is  a  loss  of  revenue 
to  the  Govenment  for  a  good  social  reason. 

All  I  am  asking,  all  the  bill  asks,  all  that  all  of  us  ask,  is  that,  on 
a  period  basis,  we  review  the  efficiency,  the  effectiveness,  the  ap- 
propriateness, the  legitimacy  of  those  losses  of  revenue  for  good 
or\pi  oi  ooTicGrns. 

Mr.  LoTT.  Certainly  we  are  all  for  veterans'  programs.  But  I 
don't  understand  why  we  should  say  they  are  exempt.  It  is  not  that 
we  are  trying  to  cut  off  the  veterans. 

Jim,  you  haven't  said  too  much  on  that.  I  would  like  you  to 
comment  briefly  on  this  very  sticky  question  of  the  exernptions. 

Mr.  Blanchard.  I  would  share  your  feeling  I  guess.  I  don't  think 
there  should  be  exemptions.  The  ones  in  there  were  political  acco- 
modations, to  be  honest.  Everybody  is  afraid  of  veterans'  groups- 
most  everybody.  But  I  think  if  we  can  reasonably  explain  the 
process,  we  can  draft  a  neutral  bill.  I  don't  think  you  could  have  a 
termination  on  Federal  pension  or  a  social  security  old-age  survivor 
pension,  because  there  people  have  paid  in  money  in  expectation  of 
later  return.  I,  frankly,  think  that  would  be  ruled  unconstitutional. 

Mr.  LoTT.  Does  this  bill  call  for  a  presumption  of  termination? 
Will  it  be  automatic  termination,  in  other  words? 

Mr.  Blanchard.  The  authorization  to  spend  automatically  ex- 
pires. Essentially  what  happens  is  the  same  as  an  authorization 
which  expires  now.  The  substantive  law  stays  on  the  books.  It  is  no 
longer  in  order  on  the  floor  of  the  House  to  appropriate  money. 
And  if  you  treat  tax  expenditures  the  same  way,  you  are  not 
abolishing  the  IRS  Code  or  all  the  regulations  and  rules,  you 
simply  would  be  terminating  the  specific  exemption  from  taxation. 
So,  with  spending  programs,  any  private  rights,  responsibilities, 
relationships  wouldn't  terminate  that  might  be  created  by  a  pro- 
gram over  time.  And  in  the  case  of  tax  expenditures,  you're  only 
terminating  one  narrow  exemption  from  the  tax  code.  There  are 
programs  where  one  can  sue  an  individual  or  corporation.  None  of 
that  would  end,  just  the  part  in  Federal  tax  dollars. 

Mr.  LoTT.  Thank  you. 

Mr.  Long.  Mr.  Zeferetti. 

Mr.  Zeferetti.  Thank  you,  Mr.  Chairman. 

To  stay  with  that  just  for  a  minute,  if  we  are  talking  about  tax 
exemptions,  we  are  not  saying  that  the  program  should  not  be 
reviewed.  There  may  be  some  irregularities.  The  termination  factor 
and  the  review  process  really  are  not  the  same.  The  review  process 
still  has  to  go  on.  You  are  not  thinking  of  excluding  this? 

Mr.  Blanchard.  I  am  saying  I  don't  think  it  would  be  constitu- 
tional if  we  tried  to  terminate  old-age-survivor  pension  and  Federal 
pensions  where  people  have  paid  money  or  taken  a  job  based  on 
that  expectation.  We  ought  to  review  them— absolutely— and 
review  their  administration.  You  can  put  into  law  that  spending 
authority  to  pay  those  bills  would  terminate,  but  I  think  if  we 
actually  tried  to  do  it,  we  would  be  stopped.  That  is  my  own 
feeling.  I  have  not  conducted  a  study  of  it.  You  may  want  to  do 
that  if  you  want  to  include  that  in  the  bill. 

Mr.  Zeferettl  We  just  don't  want  to  get  confused  by  the  word- 
ing. There  would  be  some  type  of  review. 
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Dick,  can  I  go  back  in  your  earlier  testimony,  when  you  were 
talking  about  program  review,  you  were  talking  about  the  process 
in  that  oversight  procedure.  You  weren't  talking  about  setting  up  a 
set  of  standards  or  rules  that  you  would  have  to  comply  with  to 
oversee  that  program  in  a  specific  way,  were  you? 

Mr.  Gephardt.  I  don't  think  that  you  can  go  that  far  because 
everything  is  different.  The  procedures,  the  rules,  the  qualifications 
would  have  to  be  so  different  it  would  be  difficult  to  do  that.  I  don't 
know  what  we  can  put  in  the  law.  I  have  not  studied  it  enough.  I 
don't  know  the  words  that  would  be  appropriate  to  try  to  be  more 
specific  about  what  we  want  to  have  happen.  But  I  think  we  can  be 
more  suggestive  in  the  law  about  what  we  are  after  than  just 
saying  it  should  be  substantial,  so  we  give  a  better  roadmap  to 
committee  chairmen  for  what  in  the  world  we  are  asking  them  to 
do,  and  so  the  product  is  meaningful  and  not  just  a  line  saying  we 
conducted  oversight  and  everything  is  great,  which  is  about  what 
you  wind  up  with  in  a  lot  of  cases.  In  a  lot  of  cases  you  don't. 

I  guess  we  have  to  look  at  where  oversight  has  been  effective, 
where  committees  have  been  successful  in  putting  benchmarks  on 
programs  to  measure  them,  to  judge  them,  and  include  some  ideas 
perhaps  in  the  law  that  would  give  them  a  roadmap  to  follow. 

Mr.  Zeferetti.  I  don't  want  to  get  into  a  problem  of  contradiction 
of  purpose  where  we  are  setting  up  burdensome  rules. 

Thank  you,  Mr.  Chairman. 

Mr.  Long.  Mr.  Beilenson. 

Mr.  Beilenson.  Thank  you,  Mr.  Chairman. 

I  just  have  a  general  question  or  two.  I  am  not  sure  how  clear  I 
can  make  them.  I  think  these  gentlemen  have  made  a  good  overall 
case  for  their  legislation,  better  than  I  imagined  it  really  was  when 
I  came  in,  which  was  basically  to  the  contrary. 

What  I  am  really  groping  for  is  to  figure  out  what  we  really 
foresee  as  the  specific  results  of  passage  of  legislation  of  this  sort. 
Obviously  this  sounds  good  in  theory;  it  may  be  good  in  practice. 
What  are  we  really  looking  for?  Are  we  looking  for  improved 
oversight?  Are  we  talking  about  oversight,  or  are  we  simply  talking 
about  reauthorization  of  programs?  Are  we  talking  about  savings? 
What  is  really  going  to  happen?  What  will  the  end  results  really 
be?  Are  we  going  to  end  up  simply  losing  programs  that  have 
become  unpopular,  like  OSHA  and  consumer  protection  bills, 
which  large  segments  of  the  public  are  finding  difficult  or  expen- 
sive and  are  therefore  going  to  spend  a  lot  of  time  lobbying 
against?  Is  the  end  result  deauthorization  of  programs?  Better 
oversight? 

Mr.  Gephardt.  I  don't  think  you  can  prejudge.  I  think  the  only 
thing  you  can  say  it  will  accomplish,  is  switching  the  burden  of 
proof  and  hopefully  requiring  Congress  to  make  in  reality  more 
oversight  occur— a  more  serious  considered  judgment  about  what  is 
happening  with  programs  that  exist  as  opposed  to  spending  most  of 
our  time  and  effort  on  new  pieces  of  legislation. 

Mr.  Beilenson.  You  can  get  that  same  result  in  other  ways 
which  you  might  prefer  if  you  have  some  fear,  as  I  do,  that  things  I 
care  about  may  end  up  being  the  kind  of  things  that  will  lose  out. 
You  can  go  for  more  oversight,  assuming  you  force  or  require 
committees  to  spend  a  sizable  amount  of  time  on  oversight,  and  not 
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risk  the  lack  of  reauthorization  of  some  things  which  politically 
may  not  any  longer  have  quite  the  appeal  or  support  they  original- 
ly had.  Although  some  of  us  feel  strongly  about  this,  there  are 
risks  to  things  that  I  care  about  in  your  approach  that  might  be 
obviated  if  we  went  in  some  other  direction  and  still  accomplish 
the  same  kinds  of  purposes,  if  I  knew  clearly  what  your  purposes 
were.  Do  you  want  to  get  rid  of  some  programs? 

Mr.  Gephardt.  I,  personally,  believe— and  I  can  only  speak  for 
myself— that  there  are  programs  that  exist  that  should  have  been 
reviewed  a  long  time  ago  and  that  should  be  excised. 

Mr.  Beilenson.  My  problem  is  not  after  tax  exemptions,  my 
problem  is  before. 

Mr.  Gephardt.  We  all  have  a  different  view.  That  is  what  this 
place  is  about.  In  the  Budget  Committee  we  have  been  seeing  that 
very  clearly  in  the  budget  process.  We  all  have  different  priorities. 
I  think  the  bottom  line  is,  because  we  all  have  different  priorities, 
we  haven't  wanted  to  have  any  losers.  So  everything  gets  accommo- 
dated and  real  oversight  never  takes  place. 

Mr.  Beilenson.  We  are  going  to  have  to  think  seriously,  those  of 
us  who  think  in  like  ways,  about  who  the  losers  may  be  before  we 
pass  this  kind  of  legislation.  They  may  be  things  that  you  and  I 
care  about  and  Mr.  Lott  and  some  of  his  friends  don't. 
Mr.  Gephardt.  And  vice  versa. 

Mr.  Beilenson.  If  we  felt  that  way,  I  think  we  should  go  ahead 
with  it.  [Laughter.] 

I  think  we  have  to  figure  out  the  specific  results  of  what  passage 
of  this  kind  of  legislation  is  going  to  be,  what  kind  of  programs  we 
are  going  to  lose.  We  have  to  think  about  that. 

Mr.  Blanchard.  I  think  you  would  be  surprised  that  most  of 
your  pets,  Tony,  already  expired  anyway.  It  is  the  ones  you  have 
never  heard  about  that  don't.  I  am  not  saying  there  won't  be  some 
new  risks.  I  believe— as  I  mentioned  earlier,  I  think  of  myself  as  a 
progressive  Democrat— there  will  be  some  risk,  but  I  think  it  is  far 
less  than  you  would  imagine.  There  are  some  analysts  of  this  bill 
who  think  that  perhaps  the  major  achievement  would  be  bringing 
tax  expenditures  under  a  review  system.  Let  me  say  I  honestly 
believe  some  programs  will  end  under  the  system  and  there  will  be 
some  savings.  It  is  more  likely  we  would  have  an  improved  coordi- 
nation of  programs  than  a  massive  amount  of  cutting.  I  am  trying 
to  be  realistic.  All  of  us  would  have  an  opportunity  to  look  at  18  or 
20  programs  in  a  related  area  rather  than  be  voting  on  them  single 
shot,  which  is  impossible. 

Mr.  Beilenson.  That  is  a  valuable  part  of  your  legislation,  one  I 
hadn't  been  aware  of  before  your  testimony  today. 

Mr.  Blanchard.  I  think  what  also  might  happen  is  unemploy- 
ment will  be  reduced  because  the  amount  of  lobbyists  that  are 
going  to  have  to  be  hired  will  be  incredible.  Even  the  lobbyists 
themselves  are  going  to  have  to  begin  to  pick  and  choose  what 
their  priorities  are,  because  they  might  have  10  pets  in  one  line.  I 
think  it  will  improve  the  public  confidence. 

Mr.  Beilenson.  Just  one  more  question.  I  am  not  sure  what  we 
are  getting  into.  We  discussed  it  at  some  length  in  the  subcommit- 
tee last  week  on  general  oversight,  and  I  expressed  the  concern  at 
that  time  that  we  are  dealing  with  the  same  committee  members 


31 

we  deal  with  now  on  a  regular  basis.  You  are  going  to  continue  to 
have  the  same  problems  of  committee  dealing  with  legislation  they 
themselves  have  originally  promulgated.  You  are  going  to  have  to 
deal  with  the  same  problem  of  limited  number  of  Members  of  this 
House  who  have  the  time,  or  inclination,  or  interest  to  work  hard 
at  whatever  it  is  that  their  job  might  be,  and  you  can  either  put 
that  time  into  oversight  and  carefully  going  through  existing  pro- 
grams and  seeing  where  you  have  been  and  where  you  ought  to 
come  out,  or  you  can— I  don't  want  to  use  the  word  "lottery"— I  am 
afraid  what  you  are  going  to  end  up  with  is  everything  is  up  for 
grabs,  or  groups  of  things,  every  couple  years,  and  that  is  going  to 
be  the  focus  of  attention— do  we  get  this  thing  passed,  instead  of 
spending  those  2  years  carefully  going  through  the  programs  and 
improving  them  and  weeding  out  some  of  the  less  useful  ones.  I 
think  it  is  a  political  grab  bag  for  those  programs  up  for  reauthori- 
zation, and  it  is  going  to  be  a  political  kind  of  problem  trying  to 
keep  things  in  existence  or  not,  rather  than  a  better  legislative 
kind  of  approach,  a  2-year  cycle,  which  will  carefully  look  in  a 
responsible  manner  at  existing  programs  and  figure  out  how  they 
can  be  improved. 

Mr.  Long.  Mr.  Frost. 

Mr.  Frost.  Mr.  Chairman,  I  don't  have  any  substantive  ques- 
tions, I  know  we  have  another  Member  here. 

Mr.  Long.  Mr.  Foley  has  been  waiting  in  the  room. 

Gentlemen,  thank  you  very  much.  One  other  thing.  We  would 
appreciate  having  the  material  you  mentioned  to  us.  Also,  as  we 
proceed  in  the  course  of  study  of  this  legislation,  we  would  like  to 
submit  some  further  questions  to  you  for  your  guidance  and  coun- 
sel. It  would  be  my  hope  that  you  could  provide  answers  to  any 
such  questions,  which,  without  objection,  will  be  a  part  of  our 
hearing  record. 

Mr.  Gephardt.  I  am  very  sorry  we  have  to  leave.  The  questions 
are  excellent,  and  I  hope  to  be  able  to  respond  in  a  better  way. 

Mr.  Long.  We  would  be  pleased  to  have  any  additional  informa- 
tion you  wish  to  submit. 

Mr.  Foley,  you  may  proceed. 

STATEMENT  OF  HON.  THOMAS  S.  FOLEY,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  WASHINGTON 

Mr.  Foley.  Mr.  Chairman,  I  have  a  prepared  statement  which  I 
would  like  to  submit  for  the  record,  and  I  will  briefly  summarize  it. 

Mr.  Long.  Without  objection,  the  full  statement  will  be  made 
part  of  the  record. 

Mr.  Foley.  The  time  has  come  for  Congress  to  consider  the  sunset 
concept,  and  I  would  hope  that  this  subcommittee  will  permit  the 
consideration  by  the  full  committee  and  Congress  of  a  vehicle 
similar  to  H.R.  2.  I  don't  presume,  that  H.R.  2  necessarily  embodies 
the  final  words  on  this  subject.  But  I  am  persuaded  that  a  work- 
able sunset  process  can  be  established. 

There  may  be  some  areas  that  need  to  be  exempted.  I  don't  think 
they  should  be  too  numerous,  but  there  may  be  some  where  there 
is  a  compelling  argument  to  retain  the  basic  principle  in  the  law.  I 
have  seen  cases  time  after  time  where  committees  have  protected  a 
program  from  reexamination  by  the  House  because  they  have  been 
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fearful  of  its  alteration  by  the  House.  In  some  cases,  this  has  led  to 
a  stultification  to  reform  in  the  program.  This  inevitably  leads  to  a 
more  dangerous  reaction  when  the  bill  finally  in  some  way  is 
forced  on  the  House  floor. 

I  don't  want  to  get  into  specifics,  but  I  think  we  have  all  seen 
situations  where  the  committee  has  advanced  a  program  which  has 
been  subject  to  growing  criticism.  The  committee  designed  to 
review  and  amend  believes  that  it  will  be  repealed  if  it  is  brought 
to  the  floor.  The  only  alternative  they  believe  is  possible  is  to  bring 
it  to  the  floor  under  suspension  of  the  rules.  Committee  after 
committee  has  protected  programs  from  reexamination  in  this  way. 
I  don't  think  that  is  in  the  best  interest  of  effective  management  of 
these  programs.  When  great  sections  of  the  Federal  budget  are 
expended  under  that  kind  of  permanent  law,  I  think  there  are 
problems. 

Let  me  give  you  an  example  in  the  agriculture  field.  I  think  I 
can  to  my  own  satisfaction,  and  to  the  satisfaction  of  the  House, 
defend  the  tobacco  program.  But  whenever  that  program  has  come 
out  for  amendment,  it  has  been  very  carefully  limited  to  attempt  to 
avoid  wholesale  amendment  to  the  program.  Other  agricultural 
programs  that  are  popular  with  the  Agriculture  Committee  are 
permanent  law.  Members  are  cautious  before  amendments  are  of- 
fered to  them  that  might  open  the  program  to  the  will  of  the  House 
and  thus  threaten  it. 

I  don't  think  that  is  a  good  process.  There  may  be  occasions 
when  you  can  justify  it.  If  the  fear  is  that  a  misunderstanding 
House  will  alter  irreparably  the  program,  suspension  of  the  rules 
may  be  a  viable  option.  Overall,  I  believe  we  ought  to  be  able  to 
bring  our  programs  to  the  floor  and  defend  them  periodically  in  a 
way  that  will  allow  the  House  to  work  its  will. 

If  the  Congress  or  country  won't  support  a  program,  the  mem- 
bers of  the  committee  can't  defend  it,  or  its  expenditures  can't  be 
justified,  maybe  it  ought  to  be  terminated.  There  will  be  few  cases 
where  programs  are  terminated,  but  there  will  be  cases  where 
problems  will  be  modified. 

The  second  major  benefit  is  in  the  administration  of  programs.  It 
would  be  helpful  for  the  administration  of  many  Federal  programs 
if  the  executive  branch  knew  that  that  program  was  certain  to  be 
considered  on  the  House  and  Senate  floor.  I  think  there  would  be  a 
tendency  to  correct  possible  abuses  as  quickly  and  effectively  as 
possible. 

We  have  a  system  in  the  Democratic  Caucus  where  committee 
chairmen  now  must  stand  every  2  years  for  approval  by  their 
colleagues  by  secret  ballot  and  the  ranking  Republicans  have  a 
similar  process  in  the  Republican  Conference.  It  doesn't  lead  to 
many  cases  where  chairmen  and  ranking  minority  Members  are 
not  approved.  It  has  been  my  experience  however,  that  it  has 
changed  the  manner  of  many  committee  chairmen  with  respect  to 
their  members.  One  of  the  benefits  of  sunset  may  be  a  result  of 
mandatory  periodic  review  by  Congress.  Those  who  are  administer- 
ing the  program,  who  want  to  see  it  succeed,  will  exercise  their 
best  efforts  to  respond  to  the  Congress. 

Mr.  Chairman,  I  know  that  there  are  some  fears  of  this  legisla- 
tion. There  are  some  sincere  and  appropriate  questions  about  how 
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it  will  operate.  This  is  a  distinguished  subcommittee,  and  I  hope 
you  and  your  subcommittee  will  make  it  possible  for  Congress  to 
consider  this  year  some  form  of  sunset  legislation.  I  think  many 
people  in  the  country  feel  that  sunset  could  make  a  positive  contri- 
bution to  the  effectiveness  of  Government. 
[Mr.  Foley's  prepared  statement  follows:] 

Prepared  Statement  of  Hon.  Thomas  S.  Foley,  a  Representative  in  Congress 

From  the  State  of  Washington 

Mr.  Chairman,  members  of  the  Subcommittee  on  the  Legislative  Process.  I  appre- 
ciate this  opportunity  to  testify  in  strong  support  of  H.R.  2,  and  to  express  my  hope 
and  optimism  that  sunset  legislation  will  be  adopted  by  the  96th  Congress. 

On  October  11,  1978,  the  Senate  approved  a  sunset  bill  similar  to  the  one  before 
us  today  by  an  overwhelming  vote  of  86  to  1.  In  addition,  as  Chairman  of  the 
Democratic  Caucus,  I  was  impressed  by  the  unanimity  with  which  the  Caucus 
adopted  a  resolution  strongly  urging  that  this  committee  consider  and  report  to  the 
full  House  a  sunset  bill  along  the  lines  of  H.R.  2  by  the  end  of  the  first  session  of 
this  Congress.  The  responsiveness  and  cooperation  exhibited  by  this  committee  and 
subcommittee  are  deeply  appreciated. 

The  current  upsurge  in  support  for  a  sunset  law  is  in  direct  response  to  growing 
constituent  demand  for  better  performance  by  the  Federal  Government.  Through 
my  contacts  with  the  citizens  of  Washington's  5th  District,  including  frequent  town 
meetings,  I  have  repeatedly  heard  expressions  of  strong  support  for  the  elimination 
of  Government  waste,  duplication,  and  inefficiencies  to  the  fullest  extent  possible.  I 
believe  that  Congress  must  heed  this  message  and  take  advantage  of  all  the  tools  at 
its  disposal  to  achieve  these  goals.  Sunset  legislation  provides  the  best,  most  effec- 
tive tool  in  overseeing  the  executive  branch  and  exercising  greater  control  over  the 
full  range  of  Government  spending  programs. 

Three-quarters  of  the  Federal  budget  is  allocated  to  programs  which  have  indefi- 
nite authorizations,  not  subject  to  periodic  review.  We  must  allow  ourselves  every 
opportunity  to  exert  control  over  these  programs  or  the  attainment  of  a  balanced 
budget,  which  many  of  us  support,  will  be  far  more  difficult  to  realize. 

In  1975,  a  GAO  study  found  that  there  were  196  separate  programs  administered 
by  21  Federal  agencies  providing  funds  for  community  development  and  228  pro- 
grams in  10  different  agencies  dealing  with  health  programs.  These  are  but  a  few 
examples  of  the  type  of  situation  the  sunset  inventory,  review,  and  authorization 
process  can  and  must  rationalize. 

With  a  sunset  process  established,  the  Congress  could  accurately  assess  whether 
or  not  the  objectives  of  the  various  Government  programs  were  being  met.  More- 
over, through  a  comprehensive  inventory  of  all  Government  programs.  Congress 
could  identify  those  with  conflicting  or  overlapping  objectives  and  assess  single 
alternatives  to  these  programs. 

Then,  too,  as  more  and  more  programs  came  under  review  and  were  found  to  be 
inefficient,  unnecessary,  or  otherwise  unworthy  of  further  support,  they  would  be 
abolished.  The  termination  mechanism  provided  for  in  H.R.  2  is  designed  to  ensure 
that  if  reauthorization  were  not  effected  by  a  specific  date,  the  program  in  question 
would  be  terminated  automatically. 

Critics  of  sunset  voice  the  fear  that  many  programs,  meritorious  and  non-merito- 
rious alike,  would  be  abolished  by  this  process.  An  examination  of  the  record  of 
State  experience  in  the  use  of  sunset  laws  to  date,  however,  does  not  substantiate 
this  fear. 

In  the  last  3  years,  29  States  have  adopted  sunset  legislation.  The  performance 
record  in  these  States,  though  not  completely  uniform,  nevertheless  illustrates  that 
sunset  laws,  in  addition  to  abolishing  needless  or  poorly  conceived  programs,  can 
lend  a  new,  creative  dimension  to  the  business  of  Government.  For  the  process  need 
not  be  a  purely  negative  one.  Once  the  program  inventory  and  review  are  completed 
by  the  legislature,  options  such  as  Government  reorganization,  modification  of  re- 
sponsibilities, transfer  of  functions  to  a  different  agency,  consolidation  of  functions, 
or  partial  termination  of  programs  can  be  pursued  as  alternatives  to  compete 
termination  of  programs. 

In  Washington  State,  the  Sunset  Act  of  1977,  whose  prime  sponsor  was  Senator 
Bruce  Wilson,  received  near-unanimous  support  in  both  the  House  and  Senate. 
Though  it  may  be  too  early  for  a  definitive  verdict,  the  fundamental  usefulness  of 
this  law  to  the  State  and  its  legislators  alike  is  apparent.  Wholesale  abolition  of 
programs  has  not  resulted,  but  constructive  reform  has  been  initiated. 
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The  mood  in  this  country  is  clear.  The  people  are  looking  to  Congress  to  support 
the  essential  programs,  to  reduce  the  Federal  budget  through  greater  control  over 
spending,  and  to  eliminate  waste,  inefficiency,  and  duplication.  Because  sunset  law 
would  give  us  greater  opportunity  to  achieve  these  goals,  I  strongly  encourage  your 
serious  consideration  of  H.R.  2. 

Mr.  Long.  Thank  you,  Mr.  Foley.  Perhaps  not  being  completely 
blind  about  it,  we  are  hoping  this  year  we  can  come  up  with 
something.  Recognizing  the  complexity  of  the  problem,  we  are 
trying  to  get  started  as  early  as  possible. 

We  appreciate  your  contribution  as  a  chairman  of  one  of  the 
major  committees  of  the  House  of  Representatives.  In  view  of  your 
specific  committee  experience  do  you  see  any  problem  with  respect 
to  committee  jurisdiction  when  looking  at  the  interrelationship  of 
one  program  with  others?  How  could  that  be  resolved? 

Mr.  Foley.  This  is  a  problem  that  we  are  increasingly  experienc- 
ing. I  would  hope  the  new  Select  Committee  on  Committees  and 
the  subcommittee  of  this  committee  which  you  chair  could  ap- 
proach some  of  the  problems  of  overlapping  jurisdiction  in  a  better 
way  than  the  present  system  permits.  One  problem  is  with  the 
(d)(2)  lands  bill.  The  Committee  on  Agriculture  could  have  claimed 
jurisdiction  for  the  protection  of  animals  and  birds  within  national 
forest  preserves  and  thus  received  sequential  jurisdiction  of  the 
(d)(2)  lands  bill.  Time  and  time  again  committees  are  trying  to 
share  jurisdiction.  This  will  be  a  problem  in  the  review  process. 

Mr.  Long.  This  is  even  more  true  when  you  are  trying  to  look  at 
the  relationship  of  that  program  with  other  programs  that  may  not 
even  be  closely  assigned  to  it  under  the  jurisdiction  of  the  House  of 
Representatives.  Yet  program-wise  are  closely  linked. 

Mr.  Foley.  I  think  that  is  true.  I  would  assume,  for  example, 
that  a  committee  could  in  effect  reauthorize  a  program  and  allow 
the  House  to  vote  on  it  and  thus  extend  its  10-year  cycle,  or 
whatever  the  period  of  time  is,  from  that  point.  The  basic  thing  I 
think  we  need  is  to  allow  the  House,  other  than  by  the  discharge 
petition,  to  get  a  chance  to  review  some  of  the  permanent  legisla- 
tion which  many  other  committees  protect  from  coming  to  the 
floor.  This  is  the  principal  value  of  sunset,  not  that  there  will  be 
wholesale  abolition  of  programs.  I  don't  think  that  is  going  to 
happen.  I  believe  we  ought  to  have  a  right  to  occasionally  look  at  a 
program  that  is  permanent. 

Obviously  we  don't  want  to  complicate  the  schedule  of  the  House 
to  the  point  where — Mr.  Beilenson  was  asking  some  very  pertinent 
questions  on  this — we  are  reacting  to  programs  day  after  day.  Nor 
would  it  be  wise  to  run  all  the  energies  of  the  committee  to  reau- 
thorizing programs  instead  of  doing  oversight. 

I  don't  think  most  committees  do  extensive  oversight.  I  don't 
think  I  have  observed  sound  oversight  performed  too  often  by 
committees.  Very  often  the  oversight  is  flashy;  it  gets  a  headline  or 
two.  It  shakes  up  somebody  downtown  and  creates  a  headline,  and 
that  is  the  end  of  it.  Members  seldom  have  the  patience  to  spend 
day  after  day  of  careful,  crafted  examination  of  a  program  with 
extensive  preparatory  work  by  staff.  It  is  too  easy  to  do  a  quick  job. 
I  would  hope  we  could  do  better  oversight.  The  sunset  concept  does 
not  prevent  this. 
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Let  me  say  one  other  thing.  I  don't  personally  think  the  legisla- 
tive veto  is  a  useful  way  to  approach  the  excesses  of  whatever  they 
may  be,  of  regulation  or  Government  policy.  I  am  afraid  the  legis- 
lative veto,  if  it  becomes  a  standard  procedure,  is  much  more  likely 
to  become  a  routine  thing  where  we  allow  regulation  to  lay  over 
here,  and  to  the  delight  of  some  portion  of  the  bureaucracy  con- 
gressionally  approve  regulations.  But  to  some  degree  I  think  it  is 
important  that  we  have  a  chance  to  look  at  some  of  these  pro- 
grams. 

There  is  one  other  danger,  and  that  is  the  danger  that  the 
suspension  calendar  will  be  used.  I  think  that  the  idea  of  the 
sunset  is  to  prevent  modification  rather  than  force  termination.  If 
the  reauthorizing  be  accomplished  by  suspension  either  because  of 
the  pressure  of  the  legislation  or  desire  to  avoid  amendments,  the 
process  will  be  frustrated. 

Mr.  Long.  Mr.  Zeferetti. 

Mr.  Zeferetti.  Thank  you,  Mr.  Chairman. 

I  have  only  one  question.  As  a  standing  committee  chairman, 
how  do  you  foresee  a  10-year  cycle?  How  complicated  is  it  going  to 
be  to  have  that  kind  of  oversight? 

Mr.  Foley.  I  don't  believe  it  will  be  a  great  problem.  The  major 
farm  programs  are  subject  to  periodic  review  every  4  years.  We 
pass  a  major  farm  bill  which  incorporates  amendments  to  many 
basic  commodity  programs.  We  include  in  that,  reviews  of  408  and 
agricultural  research  and  extension.  I  don't  think  it  would  be  terri- 
bly burdensome  for  us  to  review  permanent  programs.  There  is  a 
fear  that  some  good  programs  might  be  threatened  if  you  let  Con- 
gress have  their  hand  on  it.  In  the  past  we  have  had  marvelous 
legislative  procedures  where  we  would  report  out  amendments  to 
the  farm  bill,  and  if  those  amendments  were  not  extended,  then  we 
had  to  fall  back  on  permanent  law.  So  if  anybody  wanted  to  tamper 
with  our  amendments,  we  would  say,  "Well,  in  that  case,  you  have 
the  1940  act  or  1960  act,  which  is  permanent  law,  and  this  will  be 
the  consequence." 

I  am  not  worried  as  a  committee  chairman  and  supporter  of  farm 
legislation  with  the  task  for  carrying  this  legislation  to  the  floor.  If 
it  is  a  good  program,  we  ought  to  be  able  to  defend  it  and  confi- 
dently ask  our  Members  to  support  it.  If  it  isn't,  there  is  either 
something  wrong  with  the  program  or  something  wrong  with  our 
powers  of  persuasion. 

I  might  say  from  the  agricultural  standpoint  we  probably  are 
among  the  more  vulnerable  communities  in  the  House — not  in  the 
Senate,  but  in  the  House— because  the  rural  communities  in  this 
country,  and  the  agricultural  ones  particularly,  do  not  possess  a 
great  number  of  members.  We  produce  our  food  and  fiber  with  4 
percent  of  the  work  force.  We  are  not  represented  heavily  in  the 
House  of  Representatives.  I  am  not  however,  worried  about  agricul- 
tural programs.  When  I  was  challenged  by  a  proponent  of  sunset 
asking  if  I  be  willing  to  put  every  agricultural  program  on  the 
block  for  review,  my  answer  is  yes,  even  to  the  existence  of  the 
Department  of  Agriculture.  There  isn't  a  program  in  the  agricul- 
tural jurisdiction  that  I  wouldn't  be  willing  to  have  reviewed  peri- 
odically by  the  Congress.  In  fact,  most  of  them,  with  minor  excep- 
tions, are  reviewed. 
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Mr.  Zeferetti.  Thank  you. 

Mr.  Long.  Mr.  Beilenson. 

Mr.  Beilenson.  I  don't  have  any  questions,  Mr.  Chairman.  I 
think  our  friend  Mr.  Foley  made  some  thoughtful  remarks. 

Mr.  Long.  Mr.  Frost. 

Mr.  Frost.  No  questions. 

Mr.  Long.  Thank  you,  Mr.  Foley,  we  appreciate  your  appearing 
here. 

Mr.  Lloyd,  you  may  proceed. 

STATEMENT  OF  HON.  JIM  LLOYD,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Lloyd.  Mr.  Chairman,  I  appreciate  the  opportunity  to  appear 
before  the  subcommittee.  I  want  you  to  know  it  is  a  real  pleasure 
to  hear  the  presentations  by  my  colleagues  because  of  I  think  the 
bright,  witty,  intelligent,  and  thoughtful  approach  they  have  taken. 
I  would  like  to  have  my  statement  included  in  the  record. 

Mr.  Long.  It  will  be  made  a  part  of  the  record,  without  objection. 

Mr.  Lloyd.  I  would  like  to  address  three  things,  and  I  will  be 
very  brief  because  all  that  I  would  like  to  say  would  reiterate  what 
has  gone  before. 

I  am  very  much  in  support  of  the  legislation  offered  by  Mr. 
Mineta,  Mr.  Blanchard,  and  Mr.  Gephardt.  I  think  this  is  a  good 
bill.  I  think  it  is  headed  in  the  right  direction,  and  obviously  I  am 
here  supporting  that. 

I  think  the  first  thing  we  have  to  talk  about  is  what  my  col- 
league from  California  asked.  Clearly,  in  theory  it  sounds  good,  but 
what  about  practice?  Let's  take  the  theory.  The  theory  is  we  get  a 
handle  on  bureaucratic  agencies.  Instead  of  following  the  usual 
flow  of  more  Federal  programs,  we  can  take  a  look  at  them  periodi- 
cally. In  theory,  that  makes  sense.  We  ought  to  do  that.  That  is  a 
very  good  thing  to  do.  It  falls  into  the  category  of  mother,  apple 
pie,  and  the  American  flag.  You  just  can't  be  against  it. 

However,  it  does  indeed,  as  my  colleague  pointed  out,  have  a  bit 
more  to  it.  It  has  ongoing  ramifications.  If  we  all  of  a  sudden  say 
you  are  out  and  you  are  in  and  we  get  rid  of  you,  we  create  chaos 
because  areas  we  weren't  paying  attention  to  are  not  being  serv- 
iced, and  this  can  occur.  I  think  this  whole  thing  comes  down  to 
the  oversight.  We  have  had  oftentimes  a  situation  where  congres- 
sional failure  to  reexamine  what  it  creates  is  the  major  reason  the 
budget  gets  bigger,  the  bureaucracy  keeps  going  on  until  the  tax- 
payers wonder  why  we  don't  get  more  for  our  money.  It  does 
require  a  thoughtful  approach,  and  we  have  to  address  ourselves  to 
those  very  real  questions. 

I  think  it  is  time  that  we  get  rid  of  some  of  these  agencies  that 
have  multiplied  over  the  years.  That  is  dandy,  and  I  say  in  ringing 
terms  in  my  own  district,  obviously  the  taxpayers  cheer  and  good 
thing  happen.  And  we  can  also  say  at  this  point  it  is  time  for  an 
oversight  Congress.  That  is  a  very  popular  phrase  this  week,  and 
you  don't  want  to  be  on  the  wrong  side  of  popularity.  I  really  think 
what  we  are  really  talking  about  is  being  honest  with  ourselves, 
being  honest  with  the  bill,  and  honest  with  the  situation  when  we 
go  to  the  American  taxpayers  to  win  the  process  of  Federal  fiscal 
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responsibility.  And  that  starts  with  some  control,  where  this 
branch  of  government  has  a  bit  of  a  say. 

Now  I  know  that  the  Members  who  have  dealt  with  legislative 
work  in  their  committees  have  had  one  cry,  and  that  is,  "It  ain't 
me,  it's  them.  They  won't  listen  to  me.  They  won't  talk  to  me."  It  is 
true  they  don't. 

We  produce  legislation  here  sometimes  in  a  fit  of  frenzy  that 
defies  good  judgment,  as  we  did  in  the  ending  period  of  the  last 
session  of  Congress,  which,  of  course,  can  be  disastrous.  Who  do  you 
really  shake  up?  It  is  the  agencies.  Most  of  us  aren't  really  aware 
what  the  blazes  we  did  at  that  point,  much  less  worrying  about 
what  is  going  to  happen  to  the  folks  who  have  to  carry  out  this 
grand  legislative  effort. 

I  think  that  maybe,  just  maybe,  if  we  address  ourselves  to  this 
kind  of  a  bill  we  might  become  a  bit  more  thoughtful  in  how  we 
legislate.  We  might  just  possibly  exert  some  influence  on  those  who 
administer  in  the  final  analysis.  We  might,  and  maybe  to  the 
benefit  of  the  voters  and  public  out  there,  we  might  just  show  the 
process  does  work. 

Thank  you,  Mr.  Chairman. 

[Mr.  Lloyd's  prepared  statement  follows:] 

Prepared  Statement  of  Hon.  Jim  Lloyd,  a  Representative  in  Congress  From 

THE  State  of  California 

I  would  like  to  offer  some  observations  on  why  we  should  enact  the  Blanchard, 
Mineta,  Gephardt  proposal  for  a  Federal  sunset  act.  This  act  will  require  a  top  to 
bottom  look  at  all  facets  of  Government  spending  by  program  category. 

We  are  entering  a  period  of  reflection  on  Government  programs  and  policies 
which  have  been  enacted  over  the  last  15  years.  It's  about  time  that  we  have  a 
process  to  get  rid  of  agencies  which  have  multiplied  over  the  last  several  years.  This 
is  the  time  for  an  oversight  Congress. 

One  reason  for  all  the  congressional  interest  in  the  sunset  concept  is  that  other 
methods  of  congressional  oversight  of  the  executive  branch  do  not  work  very  well. 
The  appropriations  process  is  an  inadequate  tool  for  comprehensive  evaluation  of 
agencies'  performance.  Unless  deadlines  are  imposed  or  great  public  pressure  is 
brought  to  bear,  authorizing  committees  seldom  bestir  themselves  to  consider  struc- 
tural changes  in  programs  and  policies.  Oversight  panels  tend  to  function  in  a 
scattershot  way,  directing  their  attention  to  programs  that  become  generally  contro- 
versial or  particularly  irksome. 

All  in  all,  some  kind  of  Federal  sunset  plan  could  have  considerable  benefits  for 
the  taxpayer  and  Government.  In  exploring  such  possibilities  it  is  vital  to  recognize 
that  serious  attempts  to  discipline  the  Federal  bureaucracy  require  considerable 
effort  and  self-discipline  by  Congress,  too.  In  fact,  the  broad  proposals  now  pending 
would  involve  a  staggering  amount  of  legislative  coordination  and  concentration.  A 
few  years  ago,  we  might  not  have  managed  it.  Since  the  new  budget  process  has 
begun  to  take  hold,  the  prospects  for  more  orderly  and  effective  congressional 
operations  have  improved  substantially. 

Inertia  is  a  factor  in  keeping  programs  going.  Unless  there  is  an  external  force  to 
change  its  direction,  a  program  continues  on  course.  Congress  is  not  a  body  that 
works  well  at  overcoming  inertia. 

Instead  of  following  the  usual  practice  of  plowing  more  money  into  Federal 
programs  year  after  year  whether  they  work  or  not,  why  not  take  a  fresh  look  at 
them  periodically?  Congressional  failure  to  reexamine  what  it  creates  is  a  major 
reason  why  the  budget  keeps  getting  bigger,  the  bureaucracy  keeps  growing  and  the 
taxpayers  keep  wondering  why  they  don't  get  more  for  their  tax  dollars. 

As  Senator  Muskie,  who  introduced  the  Senate  version  of  H.R.  2,  said,  there  is  no 
valid  basis  for  the  assumption  that  old  programs  and  old  agencies  deserve  to  be 
continued  simply  because  they  existed  the  year  before.  "Government,"  he  said,  "has 
become  out  of  touch  and  out  of  control."  The  time  is  ripe  for  doing  something  about 
it. 

An  approach  to  the  sunset  concept  would  be  to  apply  it  to  one  segment  of 
Government  to  see  how  the  idea  works.  I've  introduced  a  Federal  regulatory  sunset 
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act  which  would  bring  nine  agencies  up  for  review  every  3  years.  H.R.  545  proposes 
to  abolish  these  agencies  unless  an  administrative  or  congressional  review  is  held. 
This  review  could  result  in  abolition  of  agencies,  overhaul  and  reorganization  of 
agencies,  or  continuation  of  the  agencies  as  they  have  been  functioning. 

The  sunset  idea  deserves  a  chance.  We  might,  perhaps,  want  to  try  it  on  a  limited 
segment  of  Government  such  as  independent  regulatory  agencies.  I  think  we  owe  it 
to  the  American  taxpayer  to  begin  the  process  of  Federal  fiscal  accountability. 

Mr.  Long.  Thank  you,  Jim.  As  I  say,  we  appreciate  your  taking 
the  time  to  share  your  views  with  us. 

Mr.  Beilenson. 

Mr.  Beilenson.  I  would  say  something  about  my  colleague  from 
California,  but  it  would  be  out  of  character,  because  we  never  say 
anything. 

Mr.  Long.  Thank  you  very  much,  Jim.  We  appreciate  your 
coming  here. 

Mr.  Stenholm,  we  also  appreciate  your  taking  the  time  to  present 
your  views.  Proceed  as  you  wish. 

STATEMENT  OF  HON.  CHARLES  W.  STENHOLM,  A  REPRE- 
SENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

Mr.  Stenholm.  Mr.  Chairman,  I  would  ask  my  written  statement 
be  made  a  part  of  the  record. 

Mr.  Long.  Without  objection,  so  ordered. 

Mr.  Stenholm.  I  would  like  to  state  that  my  bill  is  different  in 
only  one  respect  from  H.R.  2,  and  that  is  in  the  exclusion  of  tax 
expenditures.  I  am  joined  in  cosponsoring  by  Mr.  Hall  of  Texas; 
Mr.  Wilson  of  Texas;  Mr.  Gramm  of  Texas;  Mr.  Wolpe  of  Michigan; 
and  Mr.  Breaux  of  Louisiana  as  of  today. 

I  would  say  my  reason  for  excluding  the  tax  expenditures  is 
basically  philosophical;  briefly,  that  the  two  issues  are  not  ger- 
mane. I  think  that  both  sunset  of  the  various  agencies  and  pro- 
grams of  our  Government  should  be  periodically  reviewed.  I  also 
believe  that  our  tax  expenditures  should  be  periodically  reviewed.  I 
just  do  not  believe  they  ought  to  be  looked  at  in  the  same  light 
because  of  the  belief  I  have  that  our  moneys  earned — by  that  I 
mean  the  citizens  of  America — are  ours  until  taxed  from  us,  then 
within  Government  have  a  right  to  make  the  determination  of  how 
they  are  spent.  Therein  is  where  I  believe  the  sunset  legislation 
should  take  hold,  and  that  is  why  I  chose  to  sponsor  H.R.  1739. 

I  would  make  another  comment.  I  have  had  a  little  experience  in 
helping  to  see  that  the  Government  Renegotiation  Board,  that  the 
last  Congress  killed,  stays  dead,  and  the  experience  that  we  have 
had  in  trying  to  see  that  one,  maybe  insignificant,  little  agency 
who  the  Congress  in  its  wisdom  has  seen  it  has  served  its  useful 
nature  and  should  no  longer  be  funded.  It  seems,  like  so  many 
times  with  various  Government  programs,  that  is  an  impossible 
task  to  take.  But  I  am  hopeful  we  are  going  to  remain  steadfast 
and  see  the  program  that  has  served  its  useful  necessity  has  been 
in  this  case  sunsetted  out  without  having  sunset  legislation.  But  at 
the  same  time  it  seems  that  we  have  it  back  in  the  Budget  Commit- 
tee and  a  continuous  request  for  it  to  be  funded. 

Just  to  point  out  in  title  V  of  my  bill,  the  regulatory  impact,  so 
often  we  in  Congress  overlook  the  impact  other  than  the  expense 
in  the  Congress  or  Government.  We  overlook  the  cost  to  business. 
We  hear  all  the  figures,  the  $100  to  $150  billion  that  it  costs 
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businesses  every  year  by  various  agencies  and  their  regulatory 
impact  upon  the  economy  of  our  country.  We  overlook  it.  I  think 
therein  is  one  of  the  main  reasons  we  should  have  sunset  legisla- 
tion so  that  we  could  have  and  would  have  the  responsibility  as  a 
Congress  to  stand  up  to  the  people  and  say,  yes,  we  did  pass  this 
legislation;  yes,  we  do  have  the  responsibility,  and  we  have  taken 
this  responsibility  to  review  what  we  passed  last  year,  2  years  ago, 
5  years  ago,  or  10  years  ago,  and  we  are  perfectly  willing  to  run  for 
reelection  based  on  our  assessment  and  reexamination  of  what  we 
did  and  whether  or  not  the  reasons  we  passed  the  legislation  were 
valid  and  whether  they  are  still  valid. 

Those  are  two  of  the  areas  I  would  like  to  emphasize,  and  en- 
courage this  committee  to  look  long  and  hard  at  the  sunset  legisla- 
tion. As  I  say,  there  is  only  one  difference  in  my  bill,  and  it  is 
basically  philosophical,  and  H.R.  2.  But  I  certainly  urge  this  com- 
mittee to  consider  in  as  much  prudent  haste  as  you  can  to  imple- 
ment sunset  legislation  in  the  96th  Congress. 

Thank  you. 

[Mr.  Stenholm's  prepared  statement  follows:] 

Prepared  Statement  of  Hon.  Charles  W.  Stenholm,  a  Representative  in 
Congress  From  the  State  of  Texas 

Mr.  Chairman,  it  is  an  honor  and  a  distinct  pleasure  to  have  the  opportunity  to 
speak  before  this  committee  today  regarding  the  need  to  set  in  motion  on  a  rotating 
basis  a  meaningful  review  and  analysis  of  the  success  or  nonsuccess  of  most  Federal 
programs.  The  term  "sunset"  has  become  a  widely  used  term  in  recent  times  to 
mean  the  phasing-out  of  those  programs  which  have  served  their  purpose  or  which 
have  proved  to  be  unsuccessful.  In  many  situations,  prior  experience  has  shown  that 
when  a  Federal  program  is  not  working,  rather  than  terminate  it,  more  Federal 
dollars  have  been  poured  in,  with  the  hope  that  this  would  resolve  the  problems 
which  were  most  likely  unsolvable. 

Sunset  proposals  in  previous  Congresses  have  stipulated  these  reviews  on  a 
shorter-term  basis,  but  I  feel  a  10-year  review  would  be  less  burdensome  and  also 
that  most  programs  need  a  reasonable  period  of  years  to  prove  themselves. 

For  these  reasons,  I  have  introduced  my  own  bill  calling  for  sunset,  H.R.  1739.  My 
proposal  differs  from  others  already  introduced  in  that  it  does  not  deal  with  a 
sunset  review  of  tax  expenditures.  It  is  my  thought  that  this  type  of  review  should 
not  be  included  with  any  review  and  reauthorization  of  spending  programs.  This  is 
the  single  difference  from  H.R.  2  which  has  been  introduced  and  has  received  the 
support  of  a  number  of  Representatives. 

It  is  my  understanding  that,  currrently,  800  of  more  than  1,200  spending  pro- 
grams are  permanent  and  never  come  under  any  regular  congressional  review.  It  is 
true  that  our  Oversight  Committees  do  have  the  responsibility  to  review  programs 
which  have  come  from  their  legislative  committees  but,  past  experience  has  shown 
that  due  to  lack  of  time  and  a  myriad  of  other  duties,  only  the  most  glaring 
problems  reach  the  attention  of  the  Oversight  Committee. 

A  perfect  example  of  a  Government  organization  which  has  served  its  useful 
purpose  and  is  no  longer  cost-productive  in  relationship  to  the  burden  placed  upon 
small  businesses  is  the  Renegotiation  Board.  Although  Congress  has  ordered  the 
termination  of  the  Board,  the  administration  continues  to  request  funding  for  the 
Board  in  the  Budget. 

While  I  have  an  appreciation  that  the  administration  feels  the  Board  does  render 
a  service  in  reducing  costs,  the  lengthy  hearings  held  by  Congress  have  not  borne 
out  this  fact.  These  hearings  developed  the  Board's  work  to  be  about  $3V2  million  in 
benefit  to  the  Federal  Government,  but  imposed  a  burden  in  excess  of  $200  million 
upon  the  businesses  involved.  The  fact  that  many  of  these  are  relatively  small 
businesses  which  are  not  in  a  position  to  absorb  such  a  burden  is  a  consideration 
which  should  weigh  heavily  on  any  decision  to  continue  the  Board. 

It  is  almost  frightening  to  say  that  about  three-fourths  of  the  Federal  budget  is 
termed  "uncontrollable"  in  that  it  is  obligated  and  spent  without  any  congressional 
action.  I  believe  that  Congress  has  the  responsibility  to  control  the  spending  of  our 
Federal  dollars  and  time  is  now  to  assume  that  responsibility. 
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I  am  sure  everyone  in  this  room  will  agree  that  spiraling  inflation  is  our  number 
one  problem  in  this  country  as  it  is  a  problem  that  affects  every  family,  every 
business  and,  indeed,  the  future  of  the  United  States  of  America.  Proposition  13  in 
California  fully  made  the  point  clear  to  the  legislators  of  that  State  of  the  people's 
views  to  cut  spending.  The  actions  by  a  number  of  States  calling  for  a  Constitutional 
Convention  for  the  purpose  of  a  balanced  budget  further  indicate  the  widespread 
support  for  cutting  Federal  spending. 

In  closing,  let  me  say  that  I  believe  that  we  must  take  positive  action  in  the  96th 
Congress  to  initiate  a  workable  program  to  pinpoint  programs  that  are  not  working 
and  make  more  room  for  those  that  are  effective  now  and  in  the  future. 

Mr.  Long.  Thank  you,  Mr.  Stenholm.  There  is  no  question  that 
the  question  of  inclusion  or  exclusion  of  the  tax  expenditure  provi- 
sion is  going  to  be  one  of  the  major  points  of  controversy  in  this 
legislation  when  it  comes  to  the  floor.  The  exclusion  of  other  pro- 
grams perhaps  might  be  justified  on  a  different  basis.  As  you  state, 
your  objection  is  on  philosophical  grounds;  some  might  be  on  con- 
stitutional grounds;  some  might  be  on  other  grounds.  It  reminds 
me  of  an  expression  of  the  chairman  of  the  Senate  Finance  Com- 
mittee, who  has  been  talking  about  how  tax  expenditures  ought  not 
to  be  subject  to  sunset  type  legislation;  he  was  speaking  in  the 
context  of  whom  taxes  ought  to  be  imposed  upon  when  he  said,  "I 
won't  tax  you  if  you  don't  tax  me,  let's  tax  the  fellow  that  is 
standing  behind  the  tree."  We  have  a  similar  problem  here. 
Nobody  wants  to  be  included.  Everybody  thinks  that  their  particu- 
lar problems  ought  to  be  excluded  from  the  review.  It  is  going  to  be 
a  major  part  of  the  controversy.  We  appreciate  your  views. 

Mr.  Beilenson. 

Mr.  Beilenson.  Just  one  question  if  I  may. 

Mr.  Stenholm,  you  say  that  tax  expenditures  should  be  periodi- 
cally reviewed.  There  is  no  proposal  before  us  from  you  or  anyone 
that  that  be  done.  Can  you  suggest  what  kind  of  mechanism  we 
ought  to  institute  in  order  to  review  these  periodically?  Why  do 
you  think  it  is  not  germane  to  do  it  in  the  same  legislation  we 
review  other  spending  programs? 

Mr.  Stenholm.  I  have  anticipated  that  type  of  question  and  can 
say  that  strange  as  this  may  sound,  a  similar  type  of  sunset  legisla- 
tion only  under  a  different  title  basically. 

Mr.  Beilenson.  Is  anybody  pushing  such  legislation? 

Mr.  Stenholm.  Not  as  yet,  but  I  would  not  be  adverse  to  doing 
so,  because  I  firmly  believe  tax  expenditures  should  be  periodically 
reviewed  in  the  same  manner  we  are  talking  about. 

Mr.  Beilenson.  Why  does  it  necessarily  have  to  be  in  a  separate 
piece  of  legislation? 

Mr.  Stenholm.  It  goes  back  to  a  philosophical  difference  of 
spending  someone's  money  after  we  have  taken  it  from  them  or 
deciding  whether  or  not  to  take  it  from  them  in  the  first  place. 

Mr.  Beilenson.  I  have  trouble  with  that,  but  that  is  all  right. 

Mr.  Long.  Thank  you  very  kindly.  We  appreciate  your  sharing 
your  views  with  us. 

Mr.  Coelho,  we  are  particularly  pleased  to  have  your  tirst  ap- 
pearance before  the  Rules  Committee,  or  at  least  a  subcommittee. 
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STATEMENT  OF  HON.  TONY  COELHO,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  CoELHO.  Thank  you,  Mr.  Chairman.  I  appreciate  the  opportu- 
nity to  be  here.  I  would  like  to  have  my  prepared  statement  made 
a  part  of  the  record. 

Mr.  Long.  Without  objection,  so  ordered. 

Mr.  CoELHO.  I  would  make  just  a  few  observations.  In  the  14 
years  that  I  have  worked  in  this  process,  I  have  noted  one  thing, 
and  that  is  the  reason  I  am  for  sunset  legislation.  When  I  first  got 
here,  the  thing  that  people  talked  about  was  the  intent  of  Congress. 
The  agencies  of  Government  paid  attention  to  what  the  intent  of 
Congress  was  and  not  necessarily  to  what  authority  was  provided 
under  the  legislation.  Generally,  Congress  legislates  in  a  more 
general  term,  and  the  intent  of  what  the  Congress  wanted  to  have 
done  by  a  piece  of  legislation  was  always  thought  of. 

I  have  noticed  increasingly  in  the  last  10  years  the  agencies  of 
Government  disregard  the  intent  of  Congress.  They  are  more  inter- 
ested in  what  the  law  permits  them  to  do.  As  a  matter  of  fact,  they 
are  taking  old  laws  and  seeing  if  they  permit  them  to  do  the  things 
they  want  instead  of  coming  to  Congress  to  get  legislation  and  then 
carry  out  their  needs,  without  regard  to  what  the  Congress  really 
wants. 

It  gets  down  to  the  question  of  who  is  setting  policy.  That  is  my 
biggest  concern.  I  think  because  of  that  we  are  now  involved  in  the 
Congress  with  amending  laws  we  passed  sometime  ago  to  prevent 
the  agencies  from  implementing  rules  and  regulations  we  never 
intended  for  them  to  implement  anyway.  So  sunset  legislation,  the 
only  reason  I  am  interested  in  it,  is  because  it  provides  a  vehicle  to 
these  agencies  to  say  if  you  carry  on  in  the  way  you  are  carrying 
on,  we  may  ultimately  have  to  sunset  you  to  prevent  you  from 
doing  the  things  we  never  intended  you  to  do.  That  is  my  biggest 
concern,  the  only  reason  really  I  am  here  today  advocating  this. 

[Mr.  Coelho's  prepared  statement  follows:] 

Prepared  Statement  of  Hon.  Tony  Coelho,  a  Representative  in  Congress 

From  the  State  of  California 

Mr.  Chairman,  I  appreciate  the  opportunity  to  appear  before  you  and  the  other 
distinguished  members  of  the  subcommittee  today.  As  you  know,  I  am  a  cosponsor 
of  H.R.  2,  the  Sunset  Act  of  1979;  it  is  a  measure  about  which  I  feel  very  strongly. 

Congress,  expressing  the  will  of  the  people,  has  passed  laws  that  call  for  "clean 
air,"  "clear  water,"  "safe  working  conditions,"  and  "safe  products."  These  are  admi- 
rable goals  and  we  should  not  deviate  from  achieving  them  in  reasonable  ways. 
Congress,  as  it  does  and  must,  has  given  executive  officials  the  responsibility  for 
assuring  that  the  substance  of  legislation  is  implemented  fairly  and  with  a  mini- 
mum of  redtape. 

However,  the  results  have  not  always  been  encouraging.  Thousands  of  new  rules 
have  been  written,  sometimes  involving  the  reinterpretation  of  old  laws  without 
prior  congressional  approval;  complex  forms  have  been  compiled;  and  new  agencies, 
or  new  arms  of  existing  agencies,  have  been  organized  and  reorganized.  In  short,  the 
goals  established  by  Congress  have  often  been  hidden  or  forgotten  in  the  process  of 
carrying  out  regulations. 

The  economic  costs  can  never  be  dismissed,  however.  They  are  real  and  they  hit 
hard.  Consider  the  following,  taken  from  a  study  prepared  for  use  of  the  Subcommit- 
tee on  Economic  Growth  and  Stabilization  of  the  Joint  Economic  Committee: 

Over  120  different  executive  departments  and  agencies  draft  and  implement  over 
10,000  regulations  every  year; 

The  cost  of  complying  with  Federal  regulations  totaled  $62.9  billion  in  1976,  or 
approximately  $300  for  every  individual  in  the  United  States; 
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The  private  sector  of  the  economy  must  fill  out  4,400  different  Government  forms 
each  year.  According  to  the  Federal  Paperw^ork  Commission,  this  costs  from  $25-32 
billion  and  involves  over  143  million  man-hours.  These  costs  are  frequently  passed 
on  to  the  consumer.  The  small  businessman  bears  a  "heavier-than-his-share" 
burden.  The  5  million  small  businessmen  in  the  United  States  must  spend  more 
than  $15  billion  per  year  on  Federal  paperwork,  an  average  of  over  $3,000  each; 

Government  safety  and  environmental  regulations  added  $666  to  the  price  of  a 
new  automobile  in  1978.  Furthermore,  added  weight  as  a  result  of  these  require- 
ments increased  fuel  consumption  at  a  time  when  Government  was  also  requiring 
improved  fuel  economy; 

Government  regulations  add  from  $1,500  to  $2,500  to  the  price  of  a  new  home; 

The  McGraw-Hill  Department  of  Economics  estimates  that  it  costs  private  indus- 
try over  $3  billion  per  year  to  comply  with  occupational  safety  and  health  regula- 
tions, or  2.7  percent  of  total  capital  spending  in  the  American  economy;  and 

One  Federal  agency  subsidizes  tobacco  grov/ers  while  another  spends  large  sums 
of  money  on  campaigns  to  end  smoking. 

Unchecked  regulatory  programs  result  in  higher  consumer  prices,  an  inflated 
budget,  higher  taxes,  higher  business  costs,  lower  productivity,  and  fewer  incentives 
for  technological  innovation.  To  limit  or  eliminate  these  undesirable  effects  and 
improve  the  quality  of  Government,  we  must  make  Government  more  efficient, 
more  accountable,  more  open,  and  more  honest.  Government  can  be  all  these  things 
and  still  respond  to  the  real  needs  of  people  in  society. 

Government  must  be  responsive  and  responsible  to  the  citizens  who  support  it.  It 
must  act  in  behalf  of  their  interests,  not  contrary  to  them,  and  it  must  always 
remember  that  our  system  is  based  on  the  consent  of  the  governed,  not  the  consent 
of  the  bureaucracy.  Moreover,  the  actions  of  nonelected  bureaucrats  must  be  con- 
trolled by  Congress,  the  institution  designed  by  the  Founding  Fathers  to  act  in 
behalf  of  the  people. 

Enactment  of  H.R.  2  would  go  a  long  way  toward  reasserting  congressional 
control  over  the  Federal  bureaucracy.  It  would  allow  Congress  to  review  agencies 
and  programs  of  a  related  nature  at  the  same  time  in  order  to  reorganize,  consoli- 
date and  streamline  their  operations,  thus  eliminating  duplication.  In  addition, 
funding  for  any  programs  not  specifically  reauthorized  by  Congress,  with  certain 
exceptions  such  as  social  security,  would  end  automatically.  This  is  particularly 
important — any  program  that  is  not  worth  congressional  review  or  specific  reau- 
thorization is  not  making  a  positive  contribution,  in  my  view. 

Mr.  Chairman,  I  urge  the  subcommittee  to  report  this  bill  favorably  to  the 
Committee  on  Rules.  I  also  urge  the  full  committee  to  act  soon  on  this  important 
legislation  so  that  Congress  can  consider  and  pass  the  bill  during  this  session. 

Again,  thank  you  for  allowing  me  to  appear  at  this  hearing. 

Mr.  Long.  Do  you  see  this  then  as  an  alternative  to  the  legisla- 
tive veto  approach  to  the  same  problem? 

Mr.  CoELHO.  Yes,  sir.  I  agree  with  the  comments  of  Mr.  Foley 
and  some  of  his  concerns  about  legislative  veto.  I  also  happen  to  be 
one  who  has  said  to  him,  legislative  veto  or  sunset,  I  don't  care 
what  we  do  as  long  as  we  do  something  to  try  to  get  a  handle  on  it. 
Even  if  the  sunset  thing  is  bad,  we  need  to  turn  this  around  and 
permit  the  Congress  to  again  set  policy,  to  determine  what  the 
policy  should  or  should  not  be.  In  part,  I  think  that  the  tendency 
on  the  part  of  the  executive  branch  to  get  carried  away  with  itself 
started  in  the  Johnson  administration,  got  carried  away  to  an  even 
greater  extent  in  the  Nixon  administration.  Now  you  have  a  crea- 
ture created  on  its  own  regardless  of  who  is  in  the  White  House  or 
Congress.  I  think  it  is  time  for  us  to  put  a  halt  to  it.  I  don't  care  if 
it  is  sunset  or  legislative  veto.  I  happen  to  think  sunset  is  a  better 
vehicle. 

Mr.  Long.  It  is  a  more  affirmative  approach  to  the  problem, 
rather  than  acting  only  after  the  harm  is  done. 

Mr.  CoELHO.  Exactly. 
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Mr.  Long.  I  hope  in  some  way  it  will  be  a  moderating  influence 
with  respect  to  the  agencies  giving  attention  to  the  legislative 
intent. 

Mr.  CoELHO.  I  think  it  has  been  rather  dramatic  in  the  14  years  I 
have  been  here,  and  the  meetings  I  attended  and  arguments  I 
participated  in  the  first  5  or  6  years  was  really  a  clarification  of 
what  legislative  intent  was.  Once  that  was  established,  we  really 
didn't  have  much  trouble  with  the  agencies.  In  the  last  9  or  7 
years,  really  the  question  was  always  asked  of  me  or  people  that  I 
worked  for,  does  the  law  permit  us  to  do  it,  and  if  it  does,  then 
what  are  you  screaming  about.  Amend  the  law  and  prevent  us 
from  doing  it.  It  is  a  whole  different  attitude.  I  think  this  type  of 
legislation  would  being  it  into  line. 

Mr.  Long.  Mr.  Beilenson. 

Mr.  Beilenson.  Where  does  one  get  the  figures  that  the  cost  of 
compliance  with  regulations  was  $62.9  billion  in  1976? 

Mr.  CoELHO.  If  those  are  in  my  statement,  my  staff  got  them,  and 
I  don't  know  where  they  got  them. 

Mr.  Beilenson.  It  says  government  safety  and  environmental 
regulations  added  $666  to  the  price  of  a  new  automobile.  My  ques- 
tion is  perhaps  isn't  it  worth  $666  to  make  cars  safer  and  better  for 
the  environment? 

Mr.  CoELHO.  It  might  be,  but  I  think  those  judgments  maybe  we 
ought  to  make  in  Congress  and  not 

Mr.  Beilenson.  Are  you  sure  we  haven't? 

Mr.  CoELHO.  I  don't  think  we  have. 

Mr.  Beilenson.  Are  those  the  results  of  laws  we  passed  with  the 
intent  of  Congress? 

Mr.  Coelho.  I  think  they  are  the  result  of  general  laws  we  have 
passed.  A  lot  of  these  figures  come  out  of  a  committee  study  that 
was  released  in  the  2  years.  I  don't  happen  to  have  it  with  me. 

Mr.  Beilenson.  Thank  you. 

Mr.  Long.  Thank  you  very  much,  Tony.  We  appreciate  your 
coming. 

Mr.  Pease,  your  prepared  statement  will  be  made  a  part  of  the 
record,  and  you  can  proceed  as  you  wish. 

STATEMENT  OF  HON.  DONALD  J.  PEASE,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  OHIO 

Mr.  Pease.  Thank  you,  Mr.  Chairman  and  distinguished  mem- 
bers of  the  subcommittee.  I  will  read  only  part  of  my  statement. 

I  appreciate  the  opportunity  to  submit  my  testimony  on  your 
consideration  of  H.R.  2  and  H.R.  65,  the  sunset  and  sunrise  bills, 
respectively.  Each  of  us  as  a  Member  of  Congress  has  talked  often 
about  the  sunset  principle,  but  I  am  pleased  that  this  new  subcom- 
mittee is  actually  holding  hearings  on  the  matter. 

While  I  am  a  cosponsor  of  H.R.  2,  the  sunset  bill,  with  over  150 
cosponsors,  I  want  to  concentrate  on  one  portion  of  that  bill  that  I 
think  is  extremely  important.  That  portion  is  the  language  that 
deals  with  tax  expenditures  and  their  inclusion  under  the  sunset- 
ting  provisions  of  the  bill. 

Mr.  Beilenson.  Have  you  met  this  new  chap  Mr.  Stenholm  from 
Texas? 

Mr.  Pease.  More  or  less. 
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Mr.  Beilenson.  Excuse  me  for  interrupting.  I  think  you  ought  to 
talk  to  him  about  this  subject. 

Mr.  Pease.  Many  people  are  unhappy  with  the  term  tax  expendi- 
ture or  often  unfamiliar  with  what  the  term  refers  to.  The  defini- 
tion was  formally  adopted  on  enactment  of  the  Congressional 
Budget  Control  Act  in  1974,  when  the  Congress  sought  to  provide 
some  order  and  discipline  to  the  increasingly  confusing  manner 
and  pace  by  which  it  considered  authorization  and  appropriations 

bills. 

The  Joint  Committee  on  Taxation,  in  its  annual  reports  to  the 
tax  writing  committees— the  Senate  Finance  and  the  House  Ways 
and  Means  Committee— calls  tax  expenditures  analogous  to  uncon- 
trolled expenditures.  These  provisions  take  the  form  of  exclusions, 
deductions,  credits,  preferential  tax  rates,  or  deferral  of  tax  liabili- 
ty says  the  Joint  Committee's  tax  expenditure  estimates  of  March 

14,  1978.  ^  ^     .       ,    ^ 

Tax  expenditures,  or  the  programs  that  are  funded  via  that 
route,  are  often  derided  as  loopholes,  as  ways  that  businesses  or 
rich  individuals  are  able  to  reduce  their  Federal  income  taxes 
legally  but  not  quite  fairly.  I  do  not  wish  to  make  such  an  infer- 
ence, because  I  know  that  some  tax  expenditures  are  extremely 
valuable  and  useful  and  considered  at  length  before  adoption  by 
the  Congress.  I  do  not  propose  sunsetting  of  tax  expenditures  to 
end  tax  benefits,  but  rather  to  give  tax  expenditures  the  same 
scrutiny  and  inspection  that  we  expect  direct  expenditure  pro- 
grams to  be  held  to. 

As  the  procedural  situation  now  stands,  the  Congress  exercises 
very  little  oversight  control  over  tax  expenditure  programs,  despite 
the  tremendous  cost  they  represent  in  terms  of  revenue  foregone  to 
the  Federal  Treasury.  Although  practically  any  such  program  can 
be  changed  or  revoked  with  the  consent  of  the  two  bodies,  once 
they  are  enacted  there  is  no  annual  authorization  or  appropri- 
ations inspection.  The  lives  of  tax  expenditures  are  usually  indefi- 
nite, despite  the  fact  that  population  and  needs  and  economic 
conditions  may  have  long  since  changed  and  made  the  program 
useless.  Whether  these  programs  are  effective  or  not,  they  have  a 
fiscal  impact  on  our  Federal  budget— their  cost  in  foregone  revenue 
can  push  up  Federal  spending  and  deficit  figures,  or  they  can 
increase  revenues  also. 

In  effect,  tax  expenditure  programs  amount  to  an  expenditure. 
As  Federal  expenditures  they  should  surely  be  included,  with  no 
backdoors  or  vague  language,  in  any  sunset  or  sunrise  bill  that  the 
Congress  passes,  just  as  surely  as  directly  funded  Federal  programs 
will  be. 

If  the  tax  expenditures  are  not  included  in  the  sunset  bill,  then, 
in  my  opinion,  such  legislation  cannot  be  called  a  sunset  bill  at  all. 
Instead,  the  people  and  programs  and  areas  that  benefit  from 
direct  expenditures  will  simply  urge  that  their  direct  expenditure 
programs  be  switched  into  tax  expenditure  porgrams  so  that  they 
can  completely  avoid  the  oversight  that  sunsets  would  force. 

Although  H.R.  2  approaches  the  issues  somewhat  differently,  I 
would  suggest  there  not  be  a  wholesale  sunset  of  batches  of  tax 
expenditure  programs  every  10  years.  I  part  with  the  language  of 
the  bill  here  for  several  reasons. 
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First,  10  years  between  sunsets  is  simply  too  short  a  time  in  this 
fast-moving  world.  With  population  changes,  economic  conditions 
that  we  never  conceived,  and  numerous  other  social  and  economic 
factors  bearing  heavily  on  both  tax  and  direct  expenditures,  condi- 
tions could  change  completely  two  or  three  times  before  a  program 
was  sunsetted.  But  in  the  meantime,  it  would  have  no  review. 

Second,  I  am  also  somewhat  sympathetic  to  the  argument  of 
transition  that  business  complains  about.  Taxpayers  should  be  able 
to  make  their  plans  based  on  fairly  uniform  and  consistent  tax 
policies — at  least  as  much  so  as  possible.  I  would  therefore  only 
apply  the  sunset  to  tax  expenditures  prospectively  and  only  to 
newly  enacted  or  extended  tax  programs.  Such  an  approach  would 
allow  the  taxpayer  to  make  long-term  plans,  but  to  leave  those 
programs,  at  least  those  enacted  in  the  future,  unreviewed. 

In  conclusion,  I  want  to  stress  that  including  tax  expenditures  in 
any  legislative  sunset  measure  is  an  absolute  necessity.  If  tax 
expenditures  are  not  included  along  with  direct  expenditures,  the 
enactment  of  a  sunset  measure  would  be  meaningless. 

Thank  you  for  the  opportunity  to  appear. 

[Mr.  Pease's  prepared  statement  follows:] 

Prepared  Statement  of  Hon.  Donald  J.  Pease,  a  Representative  in  Congress 

From  the  State  of  Ohio 

Mr.  Chairman,  I  appreciate  the  opportunity  to  submit  my  testimony  on  your 
consideration  of  H.R.  2  and  H.R.  65,  the  sunset  and  sunrise  bills,  respectively.  Each 
of  us  as  a  Member  of  Congress  has  talked  often  about  the  sunset  principle,  but  I  am 
pleased  that  this  new  subcommittee  is  actually  holding  hearings  on  the  matter. 

While  I  am  a  cosponsor  of  H.R.  2,  the  sunset  bill  with  over  150  cosponsors,  I  want 
to  concentrate  on  one  portion  of  that  bill  that  I  think  is  extremely  important.  That 
portion  is  the  language  that  deals  with  "tax  expenditures"  and  their  inclusion 
under  the  sunsetting  provisions  of  the  bill  (title  VII). 

Mr.  Chairman,  to  begin,  most  people  are  either  unhappy  with  the  term  "tax 
expenditure"  or  they  are  unfamiliar  with  what  the  term  refers  to.  The  definition 
was  formally  adopted  on  enactment  of  the  Congressional  Budget  Control  Act  in 
1974,  when  the  Congress  sought  to  provide  some  order  and  discipline  to  the  increas- 
ingly confusing  manner  and  pace  by  which  it  considered  authorization  and  appropri- 
ations bills. 

Before  adoption  of  the  Congressional  Budget  Control  Act  of  1974,  the  term  "tax 
expenditure"  was  coined  to  refer  to  certain  tax  revenue  not  collected  by  the  Federal 
Government.  In  probably  the  most  extensive  look  at  tax  expenditures  since  the  term 
began  to  be  used,  the  Senate  Budget  Committee  defined  them  as:  "*  *  *  revenue 
losses  resulting  from  Federal  tax  provisions  that  grant  special  tax  relief  designed  to 
encourage  certain  kinds  of  behavior  by  taxpayers  or  to  aid  taxpayers  in  special 
circumstances  (Tax  Expenditures,  page  3,  September  1978,  Senate  Committee  on  the 
Budget)." 

The  Senate  Budget  Committee  publication  goes  on  to  say  that  tax  expenditures 
may  be  regarded  as  a  simultaneous  collection  of  revenue  and  an  equal  direct  budget 
outlay  to  the  beneficiary  taxpayer.  The  Joint  Committee  on  Taxation,  its  annual 
reports  to  the  tax  writing  committees,  the  Senate  Finance  and  the  House  Ways  and 
Means  Committees,  calls  tax  expenditures  "analogous  to  uncontrolled  expendi- 
tures". "These  provisions  take  the  form  of  exclusions,  deductions,  credits,  preferen- 
tial tax  rates,  or  deferrals  of  tax  liability"  says  the  Joint  Committee's  tax  expendi- 
ture estimates  of  March  14,  1978. 

Tax  expenditures,  or  the  programs  that  are  funded  via  that  route,  are  often 
derided  as  "loopholes";  as  ways  that  businesses  or  rich  individuals  are  able  to 
reduce  their  Federal  income  taxes  legally  but  not  quite  fairly.  I  do  not  want  to 
make  such  an  inference  Mr.  Chairman,  because  I  know  that  some  tax  expenditures 
are  extremely  valuable  and  useful.  I  do  not  propose  sunsetting  of  tax  expenditures 
to  end  tax  benefits,  but  rather  to  give  tax  expenditures  the  same  scrutiny  and 
inspection  that  we  expect  direct  expenditure  programs  to  hold  up  to. 

Before  I  go  any  further,  I  want  to  be  sure  I  make  clear  that  as  the  procedural 
situation  now  stands,  the  Congress  exercises  very  little  oversight  control  over  tax 
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expenditure  programs,  despite  the  tremendous  "cost"  that  they  represent  in  terms 
of  revenue  foregone  to  the  public  Treasury.  Although  practically  any  such  program 
can  be  changed  or  revoked  with  the  consent  of  the  two  bodies,  once  they  are  enacted 
there  is  no  annual  authorization  or  appropriations  inspection.  The  lives  of  tax 
expenditures  are  usually  indefinite,  despite  the  fact  that  population  and  needs  and 
economic  conditions  may  have  long  since  changed  and  made  the  program  useless. 

Although  the  method  of  estimating  the  "total"  amount  of  tax  expenditures  in  the 
Federal  tax  code  is  controversial,  they  constitute  a  loss  of  about  $150  billion/year 
currently.  This  figure  could  be  less  or  more  depending  on  the  way  each  of  the 
programs  interact  and  how  they  effect  other,  non-tax  programs.  But  it  is  fairly  easy 
to  conceive  of  the  total  being  at  least  about  what  the  President's  budget  has 
proposed  as  the  deficit  for  this  fiscal  year — about  $30  billion. 

Whether  these  programs  are  effective  or  not,  they  have  a  fiscal  impact  on  our 
Federal  budget — their  cost  in  foregone  revenue  can  push  up  Federal  spending  and 
deficit  figures,  or  they  can  increase  revenues  also. 

In  effect,  tax  expenditure  programs  amount  to  an  expenditure.  As  Federal  ex- 
penditures they  should  surely  be  included,  with  no  backdoors  or  vague  language,  in 
any  sunset  or  sunrise  bill  that  the  Congress  passes,  just  as  surely  as  directly  funded 
Federal  program  will  be. 

Mr.  Chairman,  if  tax  expenditures  are  not  included  in  a  sunset  bill,  then  such 
legislation  cannot  be  called  a  sunset  bill  at  all.  Instead,  the  people  and  programs 
and  areas  that  benefit  from  tax  expenditures  will  simply  urge  that  their  direct 
expenditure  programs  be  switched  into  tax  expenditure  programs  so  that  they  can 
completely  avoid  the  oversight  that  sunsets  would  force. 

Although  H.R.  2  approaches  the  issue  somewhat  differently,  I  would  suggest  there 
not  be  a  wholesale  sunset  of  batches  of  tax  expenditure  programs  every  10  years.  I 
part  with  the  language  of  the  bill  here  for  several  reasons: 

(1)  10  years  between  sunsets  is  simply  too  short  a  time  in  this  fast  moving  world. 
With  population  changes,  economic  conditions  that  we  never  conceived,  and  numer- 
ous other  social  and  economic  factors  bearing  heavily  on  both  tax  and  direct 
expenditures,  conditions  could  change  completely  two  or  three  times  before  the 
program  was  sunset.  But  in  the  meantime  it  would  have  no  review. 

(2)  I  am  also  somewhat  symphathetic  to  the  argument  of  "transition"  that  busi- 
ness complains  about.  Taxpayers  should  be  able  to  make  their  plans  based  on  fairly 
uniform  and  consistent  tax  policies — at  least  as  much  so  as  possible.  If  taxpayers 
cannot  make  their  plans  ahead  of  time  based  on  reasonable  expectations  of  what  the 
future  will  bring,  they  may  not  make  the  plans  at  all — thus  defeating  the  purpose  of 
stimulative  tax  expenditures.  I  would  therefore  only  apply  the  sunset  to  tax  expend- 
itures prospectively  and  only  to  newly  enacted  or  extended  tax  programs.  Such  an 
approach  would  allow  the  taxpayer  to  make  long  term  plans,  but  not  leave  pro- 
grams unreviewed. 

In  summary,  Mr.  Chairman,  I  want  to  stress  that  including  tax  expenditures  in 
any  legislative  sunset  measure  is  an  absolute  necessity.  If  tax  expenditures  are  not 
included  along  with  direct  expenditures,  the  enactment  of  a  sunset  measure  would 
be  meaningless. 

Mr.  Long.  Thank  you,  Mr.  Pease.  As  you  know,  the  Senate  last 
year  failed  to  include  tax  expenditures  by  rejecting  an  amendment 
proposed  by  Senator  Glenn.  I  think  it  is  going  to  be  one  of  the  most 
controversial  parts  when  the  legislation  once  gets  to  the  floor, 
perhaps  in  the  subcommittee  and  full  committee  as  well.  The  polit- 
ical feasibility  of  getting  it  enacted  is  the  major  question.  I  am 
inclined  at  this  stage  to  agree  with  you.  I  think  if  we  start  making 
exemptions  in  every  category  of  the  budget,  whether  it  be  direct 
spending  or  indirect  spending,  whether  it  be  those  programs  that 
have  some  constitutional  grounds  of  the  claimants  thereto,  we  have 
got  to  grant  such  exemptions  most  sparingly  if  this  is  going  to  be  a 
meaningful  process.  We  appreciate  having  your  views. 

Mr.  Beilenson. 

Mr.  Beilenson.  I  have  no  questions.  Just  a  comment,  Mr.  Chair- 
man. I  agree  entirely  with  Mr.  Pease's  statement. 

Mr.  Long.  We  thank  you  very  much,  Mr.  Pease. 
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I  announced  these  hearings  last  week  with  words  of  wisdom  from 
President  Carter's  predecessor  in  the  Middle  East  peacemaking 
business,  King  Solomon.  If  Members  will  indulge  me  for  digging 
into  the  King's  proverbs  one  last  time,  I  would  like  to  end  with 
what  I  thought  was  an  appropriate  verse: 

Where  no  wise  direction  is,  a  people  falleth,  but  in  the  multitude  of  counselors 
there  is  safety. 

Given  the  multitude  of  request  by  Members  to  testify  or  submit 
statements  for  these  hearings,  we  must  be  on  safe  ground. 

Without  objection,  a  number  of  statements  from  Members  of 
Congress  who  could  not  be  with  us  will  be  included  in  the  record. 

We  do  thank,  as  I  have  previously,  those  Members  who  enlight- 
ened us. 

This  hearing  will  be  recessed  subject  to  the  call  of  the  Chair.  Our 
hearing  record  will  remain  open  to  receive  further  statements. 

[The  following  statements,  as  though  read,  were  received  for  the 
record.] 

STATEMENT  OF  HON.  JOHN  B.  ANDERSON,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  ILLINOIS 

Mr.  Anderson.  Mr.  Chairman  and  members  of  the  subcommit- 
tee: I  am  grateful  for  this  opportunity  to  testify  today  in  support  of 
H.R.  2364,  the  Regulatory  Reform  Act  of  1979,  for  which  a  compan- 
ion bill,  S.  445  has  also  been  introduced  in  the  Senate  by  Senators 
Charles  Percy  and  Robert  Byrd.  I  and  Congress  woman  Jordan  were 
the  principal  sponsors  of  similar  legislation  in  the  House  in  the  last 
two  Congresses.  H.R.  2364  now  has  a  distinguished,  bipartisan 
group  of  60  cosponsor.  Even  though  a  number  of  other  praisewor- 
thy regulatory  reform,  sunrise  and  sunset  bills  have  been  intro- 
duced in  the  House  and  Senate,  many  of  us  think  that  the  regula- 
tory review  and  action-forcing  mechanisms  of  H.R.  2364  provide 
the  best  means  devised  to  date  to  insure  the  kind  of  systematic, 
rational  and  continuing  oversight  of  regulatory  agencies  and  activi- 
ties which  is  so  lacking  in  our  current  treatment  of  such  matters. 

As  you  know,  there  have  been,  in  the  past,  several  other  efforts 
made  to  improve  the  oversight  functions  of  Congress.  These  include 
the  1946  Legislative  Reorganization  Act,  the  1970  Legislative  Reor- 
ganization Act,  and  the  Committee  Reform  Amendments  of  1974. 
But,  generally  speaking,  as  well  intentioned  as  these  oversight 
reforms  have  been,  their  actual  success  has  been  limited,  in  my 
opinion. 

Witness,  for  example,  that  according  to  Kenneth  Chilton: 

The  budgeted  expenditures  of  the  56  agencies  having  major  regulatory  functions 
have  increased  from  $1.2  billion  in  1971  to  an  estimated  $6  billion  for  1980— a  400 
percent  increase  over  the  decade. 

And  as  the  President  said  in  his  March  26  message  on  proposed 

regulatory  reform: 

The  overall  regulatory  system,  however,  has  become  burdensome  and  unwieldy. 
We  now  have  90  regulatory  agencies  issuing  some  7,000  rules  each  year. 

According  to  the  Arthur  Anderson  study  performed  for  the  Busi- 
ness Roundtable,  the  incremental  costs  in  1977  of  complying  with 
regulations  issued  by  just  six  agencies  for  the  48  companies  sur- 
veyed was  $2.6  billion.  George  Schultz  cities  a  Chase  Manhattan 
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Bank  estimate  of  $103  billion  as  the  cost  to  administer  and  comply 
with  regulations.  This  is  not  just  a  cost  to  business.  It  is  a  real  cost 
to  the  consumers  and  our  economy.  But  it  is  only  a  part  of  the  cost, 
for  as  Shultz  said: 

Added  to  that,  the  uncertainties  imposed  by  regulatory  activities  cause  significant 
increases  in  the  costs  of  goods  and  hold  back  vital  new  investment. 

Allowing  for  inflation,  and  projecting  these  costs  over  the  rest  of 
industry,  it  is  not  difficult  to  believe  that  the  total  cost  of  compli- 
ance estimated  by  Murray  Weidenbaum  at  over  $102  billion,  may 
actually  be  closer  to  the  1975  estimate  of  the  Office  of  Management 
and  Budget  that  the  cost  to  consumers  may  be  $130  billion.  Wheth- 
er the  cost  be  $95  billion  or  $130  billion  is  a  matter  of  some  debate, 
as  is  the  whole  question  of  whether  all  these  costs  are  necessary  to 
protect  the  safety  and  health  of  our  citizens,  as  well  as  provide  a 
clean  environment.  Until  fairly  recently,  we  accepted  the  premise 
that  these  costs  were  necessary  to  the  achievement  of  social  goals. 
The  assumption  was  that  they  were  negligible  and  that  there  were 
compensating  benefits.  But  now  that  we  are  aware  of  the  magni- 
tude of  the  costs,  people  are  finally  starting  to  ask  if  costs  of  this 
magnitude  are  worth  it.  We  have  thus  been  backing  into  the  real- 
ization that  we  should  be  at  the  very  least  analyzing  the  costs  and 
benefits  of  various  regulations. 

The  truth  is  that  our  resources  are  not  infinite,  and  the  regula- 
tory system  is  out  of  control.  Both  we  in  the  Congress  and  the 
President  have,  until  now,  failed  in  our  responsibilities  to  the 
American  people. 

Although  there  has  been  some  minimal  attempts  by  the  Con- 
gress, in  the  past,  to  comply  with  the  intent  of  the  new  oversight 
requirements,  the  spirit  and  the  will  have  been  lacking  until  now. 
Perhaps  the  explanation  for  this  apathy  is  best  summed  up  in  the 
final  report  of  the  Commission  on  the  operation  of  the  Senate  in 
the  94th  Congress,  and  I  quote: 

Since  such  oversight  must  be  systematic,  it  is  often  tedious. 

And  yet,  as  the  report  pointed  out: 

Oversight's  importance  derives  from  the  light  that  it  may  throw  on  the  question 
of  whether  policies  or  programs  should  be  continued  and,  if  so,  in  what  form. 

Mr.  Chairman,  I  would  submit  that  our  sporadic  and  inadequate 
oversight  track  record  to  date,  and  the  reasons  for  it,  argue  for  the 
kind  of  discipline  inherent  in  H.R.  2364.  The  fact  is,  this  is  all 
tedious  work,  for  which  there  is  little  enthusiasm  or  self-motiva- 
tion; and  yet,  it  is  perhaps  the  most  essential  work  which  must  be 
done  by  the  Congress  if  we  are  to  make  an  intelligent  determina- 
tion of  how  well  the  programs  and  agencies  we  have  spawned  are 
working,  what  problems  are  involved,  and  what  changes  must  be 
made. 

I  would  further  argue  that  a  mandatory  oversight  action  timeta- 
ble is  especially  critical  in  the  area  of  governmental  regulatory 
activities  for  two  major  reasons:  First,  the  so-called  independent 
regulatory  agencies  and  commissions  are  not,  by  their  very  nature, 
subject  to  the  same  Presidential  control  and  direction  and  congres- 
sional scrutiny  as  are  the  various  Cabinet  departments  and  the 
programs  which  they  administer;  and  second,  it  is  becoming  in- 
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creasingly  evident  that  many  of  these  regulatory  activities  are 
impacting  more  on  the  lives  of  our  citizens  and  the  health  of  our 
economy  than  are  other  activities  which  are  more  subject  to  Presi- 
dential control  and  congressional  scrutiny.  Indeed,  more  than  one 
observer  has  referred  to  the  regulatory  bureaucracy  as  "the  fourth 
branch  of  Government"  which  tends  to  exercise  all  the  responsibil- 
ities assigned  to  the  other  three  branches:  It  makes  laws  through 
establishing  rules,  it  engages  in  various  Executive  functions  related 
to  the  administration  of  its  mandate;  and  it  judges  violations  of  law 
through  adjudication. 

One  of  the  recommendations  contained  in  a  recent  report  by  the 
Committee  on  Economic  Development  made  the  following  point: 

There  is  a  great  distinction  between  the  desirability  of  achieving  certain  goals  and 
the  feasibility  of  achieving  them.  Therefore,  once  it  has  been  decided  that  Govern- 
ment action  is  needed  to  correct  a  market  limitation  or  to  achieve  a  social  goal,  the 
Government  must  then  respond  to  these  questions:  Can  the  stated  goal  be  achieved 
by  any  conceivable  Government  action?  Are  the  results  worth  the  costs?  Have  the 
probable  side  effects  of  the  proposed  action  been  adequately  identified  and  their 
costs  assessed?  And  can  the  stated  goal  of  the  proposed  Government  action  be 
achieved  more  efficiently  by  minimizing  or  eliminating  an  existing  Government 
involvement? 

These  are  useful  questions  for  the  Congress  to  keep  in  mind 
when  it  reviews  Federal  regulatory  actions  since  Federal  regula- 
tory programs  are  supposedly  authorized  by  Congress  in  pursuit  of 
particular  public  objectives.  But  when  these  regulations  pose  un- 
necessary hardships  as  a  result  of  agency  delays  and  duplication  of 
reporting  requirements;  or  when  regulations  cause  shifts  in  com- 
petitive relationships;  or  when  regulations  significantly  add  to  in- 
flation; then  it  is  essential  for  public  policy  that  there  be  a  bal- 
anced perspective  on  the  costs  of  regulation  which  considers  the 
benefits  of  regulation. 

In  other  words,  we  need  to  know  the  net  cost  of  regulation,  and 
it  is  my  belief  that  much  of  the  underlying  motivation  for  the  spate 
of  interest  here  in  Congress  is  because  many  of  us  feel  that  the 
executive  branch  is  not  providing  an  effective  program  review  of  its 
own,  and  that  we  here  in  Congress  have  the  responsibility  to  make 
sure  it  is  done. 

The  findings  contained  in  section  2  of  H.R.  2364  perhaps  best 
express  the  need  for  the  Congress  and  President  to  work  together 
to  overhaul  governmental  regulatory  agencies  and  activities.  To 
paraphrase  those  findings: 

Government  regulations  can  be  more  of  a  burden  than  a  benefit 
to  consumers,  businesses  and  the  economy  as  a  whole; 

Regulatory  polices  have  fueled  inflation  without  due  considera- 
tion of  relative  costs  and  benefits  or  the  competitive  impact  of  such 
decisions; 

Some  regulatory  policies  harm  both  industry  and  consumers  by 
denying  competition  and  the  lower  prices  it  would  present; 

Too  often  regulatory  agencies  have  squandered  their  resources 
on  trivial  aspects  of  regulation  and  have  failed  to  set  clear  prior- 
ities or  articulate  cogent  policies,  consequently  fostering  bureau- 
cratic stagnation  and  waste,  and  public  frustration  and  confusion; 

The  case-by-case  adjudicatory  approach  of  most  regulatory  agen- 
cies has  resulted  in  excessive  paperwork  and  unreasonable  delays 
for  business,  and  impaired  its  ability  to  adapt  to  changing  market 
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conditions  and  beneficial  new  technology,  thus  contributing  to 
price  rises,  inefficiencies  and  misallocations  of  resources;  and 

Regulatory  agencies  have  poorly  served  the  public  interest,  often 
in  disregard  of  their  congressional  mandate,  by  failing  to  take 
consumer  and  small  business  interests  adequately  into  account  and 
by  arbitrarily  limiting  the  operation  of  the  free  enterprise  system. 

These  general  findings  have  been  more  than  borne  out  by  the 
voluminous  studies  by  various  committees  of  the  Congress  and  by 
the  President's  Domestic  Council. 

Will  H.R.  2364,  or  H.R.  2,  or  H.R.  65,  or  any  of  the  other  excel- 
lent proposals  solve  these  deficiencies?  Will  these  bills  themselves 
be  worth  the  extra  cost  to  the  American  taxpayer?  Will  we  get  a 
significantly  better  program  or  regulatory  review  than  we  are  now 
getting?  These  are  good  questions,  but  I  am  convinced  that  the 
answer  is  definitely  yes.  The  product  is  so  poor  now,  that  we  must 
enact  meaningful  sunset  legislation  which  has  an  effective  action- 
forcing  mechanism  and  will  systematically  review  those  programs 
we  deem  necessary. 

Mr.  Chairman,  it  seems  to  me  that  H.R.  2364  represents  the 
embodiment  of  recommendations  made  by  the  President's  Review 
Group  on  Regulatory  Reform.  As  section  2(b)  of  the  bill  states: 

It  is  the  purpose  of  this  act  to  require  over  a  period  of  8  years  the  President  to 
submit  at  least  once  in  each  Congress,  and  to  require  the  Congress  to  act  upon,  a 
plan  designed  to  prevent  unnecessary  or  harmful  regulation  because  such  regulation 
has  led  to  inflationary  consumer  prices,  a  reduction  of  competition  in  providing  of 
important  goods  and  services,  and  other  economic  inefficiencies  which  distort  and 
disrupt  the  operation  of  a  free  enterprise  system  without  correspondingly  benefiting 
the  health,  safety,  or  economic  welfare  of  the  Nation. 

In  sum,  I  believe  it  is  important  that  this  Congress  act  now  and 
pass  a  workable  sunset  bill  which  covers  not  only  Government 
programs,  but  regulatory  activities  and  agencies  as  well.  H.R.  2  and 
S.  2  make  a  token  gesture  to  the  need  for  greater  regulatory  review 
but  not  with  the  same  zest  and  discipline  as  would  be  applied  to 
program  review.  I  suggest  that  our  regulatory  reform  provisions  be 
incorporated  as  a  substitute  title  in  any  overall  sunset  bill  which 
may  be  recommended  by  this  subcommittee.  I  hope  this  committee 
will  act  favorable  on  an  action  timetable  for  reform  of  our  regula- 
tory process. 

STATEMENT  OF  HON.  DOUGLAS  APPLEGATE,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  OHIO 

Mr.  Applegate.  I  would  like  to  take  this  opportunity  to  thank 
you  and  the  members  of  the  Subcommittee  on  the  Legislative  Proc- 
ess of  the  Committee  on  Rules  for  holding  these  hearings  on  what  I 
consider  to  be  two  of  the  most  important  pieces  of  legislation  in  the 
96th  Congress.  The  two  bills,  H.R.  2,  the  Sunset  Act  of  1979,  and 
H.R.  65,  the  Legislative  Oversight  Act  of  1979,  have  the  potential  of 
not  only  greatly  improving  the  creditability  of  Congress,  but  also 
making  Government  much  more  responsive  to  the  needs  of  the 
people  it  serves.  I  am  extremely  proud  to  say  that  I  am  a  cosponser 
of  both  bills. 

H.R.  2  will  provide  Congress  the  opportunity  to  fully  scrutinize 
many  of  the  current  Government  programs  now  operating  in  order 
to  determine  actual  effectiveness  and  efficiency  of  these  programs. 
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Following  this  scrutinizing,  Congress  can  then  decide  to  continue  or 
eliminate  the  programs  based  on  evidence  gathered.  The  hopeful 
net  result  of  this  process  will  be  reduced  Government  spending 
through  the  elimination  of  wasteful  and  unneeded  progams. 

If  this  objective  is  achieved,  it  could  well  add  to  the  likelihood  of 
a  future  balanced  budget,  which  is  a  goal  of  us  all.  We  could 
eliminate  the  unnecessary  programs  while  still  maintaining  those 
endeavors  that  are  beneficial  and  cost  effective.  I  need  not  remind 
this  subcommittee,  too,  that  when  the  Government  reduces  its 
spending  levels,  the  chance  of  decreasing  inflation  greatly  in- 
creases. This  is  the  best  thing  that  we,  as  representatives  of  people, 
can  do  for  them. 

The  second  bill  on  which  I  would  like  to  testify,  H.R.  65,  is  one 
that  will  restore  congressional  creditibility  and  could  reduce  the 
cost  of  most  products  to  the  American  consumer.  The  Legislative 
Oversight  Act  of  1979,  will  allow  for  a  one-house  veto  of  rules  and 
regulations  promulgated  by  any  executive  agency  in  response  to 
legislation  passed  by  Congress.  All  to  often  we  have  seen  the  intent 
of  Congress  misunderstood  and  misinterpreted  to  the  point  where 
it  is  the  agency,  rather  than  Congress,  who  is  legislating. 

As  a  result,  agencies  have  taken  on  a  new  power  and  authority 
that  once  belonged  to  Congress.  Over  the  last  several  years,  we 
have  seen  an  unbelievably  dramatic  increase  in  the  number  of 
regulations  of  all  sorts.  And  who  pays  for  these  regulations?  The 
American  taxpayers  in  the  form  of  increased  costs  added  to  the 
product  by  businesses  who  must  comply  with  the  regulations. 

To  emphasize  the  absurdity  and  the  added  cost  of  regulations,  I 
would  like  to  cite  a  recent  survey  of  48  Business  Roundtable 
member  firms  that  examined  added  costs  caused  in  1977  by  just  six 
Federal  regulatory  agencies  and  programs.  The  total,  $2.6  billion, 
which  was  equal  to  about  16  percent  of  the  company's  profits,  10 
percent  of  their  capital  expenditures  and  40  percent  of  their  re- 
search and  development  budgets  for  a  year.  The  study  further 
found  that  the  Environmental  Protection  Agency  was  responsible 
for  77  percent  of  the  added  costs,  while  the  Occupational  Safety 
and  Health  Administration  accounted  for  only  7  percent.  The 
Equal  Employment  Opportunity  Commission  was  tagged  for  8  per- 
cent of  the  increases,  the  Department  of  Energy  for  5  percent,  the 
Employee  Retirement  Income  Security  Act  for  2  percent,  and  the 
Federal  Trade  Commission  for  1  percent. 

A  perfect  example  of  misconstrued,  overburdening  and  needless 
regulations  are  those  that  have  been  promulgated  by  the  Office  of 
Surface  Mining  (OSM)  of  the  Department  of  the  Interior  in  re- 
sponse to  the  Surface  Mining  and  Reclamation  Act  of  1977.  The  558 
pages  of  regulations  that  are  printed  in  the  Tuesday,  March  13, 
1979,  edition  of  the  Federal  Register  have  caused  an  upheaval  in 
the  mining  industry  matched  only  by  the  air  quality  standards 
imposed  by  the  Environmental  Protection  Agency. 

When  the  Surface  Mining  and  Reclamation  Act  of  1977  was 
passed  by  Congress,  it  was  done  so  with  the  understanding  that 
each  State  would  be  directly  involved  with  forming  and  be  respon- 
sible for  administering  the  act's  regulations.  This  has  not  been 
provided  by  OSM  in  the  least  and  as  a  result,  each  State's  mining 
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industry  is  suffering  because  individual  State  circumstances  were 
not  considered. 

Another  example  of  unnecessary  regulation  with  this  particular 
law  is  in  the  area  of  bonding  of  a  mining  operation  to  insure  that  it 
is  properly  reclaimed.  I  supported  this  law  in  Congress,  but  did  so 
under  the  assumption  that  it  would  be  fair  to  both  the  small  and 
large  operators  alike.  Apparently,  OSM  saw  this  in  a  different  light 
as  they  have  made  bonding  standards  so  strict  that  only  the  large 
operators  can  afford  the  100  percent  collateralization  now  required 
by  the  few  bonding  companies  that  are  still  offering  bonds.  These 
regulations  have  significantly  increased  unemployment  and  the 
cost  of  coal  by  nearly  $4  a  ton. 

The  point  of  this  dissertation  is  not  to  debate  the  Surface  Mining 
Act,  as  that  is  the  responsibility  of  another  committee,  but  rather 
to  point  to  the  need  of  a  law  such  as  is  proposed  in  H.R.  65.  If  there 
was  such  a  law.  Congress  could  veto  the  regulations  I  have  men- 
tioned here  citing  a  misinterpretation  of  congressional  intent  as 
the  reason.  I  am  sure  that  every  Member  of  Congress  could  give 
examples  of  unnecessary  regulations  that  need  to  be  eliminated. 
Each  example  is  that  much  more  of  a  reason  for  passage  of  this 

bill- 
When  are  we  in  Congress  going  to  wake  up  to  the  realization 

that  we  have  allowed  ourselves  to  be  little  more  than  puppets  of 
the  Federal  bureaucracy?  This  great  body,  conceived  by  the  cre- 
ators of  our  democracy,  to  represent  the  people,  to  write  law,  and 
to  serve  them  in  their  needs,  has  become  the  servant  of  a  nonelect- 
ed  and  unresponsive  bureaucracy.  We  better  do  something  about  it 
soon. 

Government  by  bureaucracy  has  caused  this  Nation  unnecessary 
expenditures  of  billions  of  dollars,  accelerated  the  pace  of  this 
country  toward  inflation  and  economic  chaos  and  caused  untold 
delays  in  moving  the  Nation  ahead.  The  redtape  is  horrendous 
when  a  community  or  business  is  attempting  to  develop  a  project. 

This  Congress  has  been  made  a  bunch  of  fools  through  its  own 
stupidity.  It  should  be  a  reasonably  simple  procedure  for  Congress 
to  regain  its  rightful  authority  on  equal  levels  with  its  two  brothers 
of  democracy,  the  executive  and  judicial  branches;  but  then  noth- 
ing this  Congress  has  ever  done  is  simplistic. 

Commonsense  should  tell  this  Congress  that  this  must  be  done  if 
the  integrity  and  credibility  of  the  Congress  with  the  people  is  to 
be  regained. 

Any  journey  must  start  the  first  step  and  these  hearings  repre- 
sent that  step.  It  must  now  be  followed  with  quick  and  decisive 
action  on  the  part  of  this  subcommittee,  and  the  Rules  Committee, 
and  then  the  full  House.  These  pieces  of  legislation  are  far  from 
the  total  solution,  but  at  least  they  provide  a  step  in  the  right 
direction. 

What  is  at  stake?  Government  by  the  people,  for  the  people,  and 
of  the  people.  Nothing  less. 

Thank  you. 
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STATEMENT  OF  HON.  L.  A.  BAFALIS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  FLORIDA 

Mr.  Bafalis.  Mr.  Chairman,  thank  you  for  the  opportunity  to 
testify  before  the  Subcommittee  on  the  Legislative  Process  regard- 
ing H.R.  2,  the  Sunset  Act  of  1979,  and  other  related  measures. 

Perhaps,  the  biggest  disappointment  I  have  found  as  a  Member 
of  the  U.S.  House  of  Representatives  is  the  failure  of  the  Congress 
to  insure  the  money  it  takes  from  the  taxpayers  and  sends  down 
Pennsylvania  Avenue  to  the  various  agencies  is  spent  wisely. 

As  a  body,  we  do  little  in  the  way  of  insuring  that  the  agency  is 
providing  a  dollar's  worth  of  service  for  each  dollar  spent.  We  do 
very  little  in  the  way  of  insuring  that  those  things  the  agencies  do 
with  the  tax  dollars  are  indeed  beneficial  and  worth  the  cost. 

And  we  do  practically  nothing  about  determining  whether  the 
agencies  we  fund  so  blithly  every  year  are  needed.  There's  never  a 
thought  as  to  whether  the  agency  might  have  outlived  its  useful- 
ness or  whether  it  might  be  conflicting  with  or  duplicating  the 
work  of  another  agency. 

In  fact,  it  seems  that  once  an  agency  is  created,  it  goes  on  and 
on,  doing  its  job  over  and  over,  growing  in  numbers  of  personnel 
and  in  budget. 

In  fact,  it  seems  the  only  time  an  agency  is  truly  scrutinized  is 
when  it  has  grown  so  large  its  very  existence  threatens  the  rest  of 
the  Government,  or  when  it  has  so  redefined  the  guidelines  under 
which  it  was  created,  that  it  bears  absolutely  no  resemblance  to 
what  was  intended. 

Mr.  Chairman,  distinguished  members  of  the  Subcommittee  on 
the  Legislative  Process,  we  are  inundated  with  reminders  the 
American  people  demand  a  balanced  Federal  budget.  The  people 
want  a  smaller  Federal  Government,  one  which  demands  less  of 
their  income  and  which  interferes  less  in  their  daily  lives. 

And  I  can  think  of  no  better  way  to  give  the  people  what  they 
want  by  taking  a  good,  hard  look  at  where  their  money  goes  and 
what  they  get  for  it. 

Thank  you  for  the  opportunity  to  testify  before  this  subcommit- 
tee. 

STATEMENT  OF  HON.  TOM  CORCORAN,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  ILLINOIS 

Mr.  Corcoran.  Mr.  Chairman,  I  have  previously  cosponsored 
H.R.  2  and  am  submitting  this  testimony  today  because  I  firmly 
believe  that  the  Congress  has  a  duty  to  the  American  people  to 
insure  that  our  Government  is  well  managed  and  makes  good  use 
of  the  taxpayers  dollars. 

The  bills  being  discussed  today  call  for  the  adoption  of  a  work- 
able system  of  congressional  review  covering  all  Federal  programs 
every  10  years,  except  for  those  in  which  citizens  have  made  contri- 
butions in  expectation  of  later  return  such  as  social  security  and 
pension  programs.  While  this  review  would  thus  involve  only  $130 
billion  of  the  $505  billion  Federal  budget  for  fiscal  year  1979,  the 
focus  of  public  attention  is  overwhelmingly  on  these  controllable 
Government  costs. 
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Tax  expenditures — the  cost  to  the  Government  of  allowing  tax 
credits  and  deductions — are  to  be  included  in  this  review,  and  for 
good  reason.  I  favor  many  of  these  expenditures,  such  as  the  pro- 
posed increased  tax  reduction  for  assistance  to  the  elderly,  but  I 
believe  that  Congress  must  devote  attention  to  the  usefulness  of  all 
tax  expenditures — which  now  are  valued  at  about  $150  billion  each 
year. 

In  1977,  I  became  more  familiar  with  the  many  benefits  that 
sunset  legislation  has  to  offer.  The  House  Government  Operations 
Committee's  Subcommittee  on  Legislation  and  National  Security, 
of  which  I  was  a  member,  held  a  hearing  on  such  a  plan.  It  was 
shown  that  regular  congressional  review  of  controllable  spending 
could  reduce  Government  waste,  improve  the  management  of  pro- 
grams, cut  duplication  of  Federal  efforts,  eliminate  redtape,  and 
better  define  the  role  of  the  Federal  Government  in  our  Federal 
system. 

My  commitment  to  regular  congressional  program  review  was 
strengthened  through  my  involvement  in  those  hearings  by  the 
subcommittee,  and  today  I  urge  this  subcommittee  to  report  this 
bill  favorably  to  the  full  House  Rules  Committee.  This  legislation, 
along  with  measures  providing  for  Federal  spending  limitations, 
balanced  Federal  budgets  and  regulatory  reform,  would  improve 
the  view  of  our  Government  as  seen  by  every  citizen. 

In  letters  and  calls  I  receive  from  my  constituents,  Mr.  Chair- 
man, as  well  as  at  town  meetings  and  in  my  district  surveys,  I  am 
repeatedly  asked  to  find  a  way  to  reduce  Government  waste  and 
inefficiency.  This  bill  sets  out  a  system  through  which  the  House  of 
Representatives  and  the  Senate  can  responsibly  heed  these  pleas.  I 
commend  the  subcommittee  for  its  work  in  this  area  and  again  ask 
that  you  concur  with  the  wishes  of  this  measure's  181  House  sup- 
porters of  both  parties  by  approving  the  bill  for  consideration  by 
the  full  Rules  Committee  and  later  the  full  House. 

I  thank  the  subcommittee  for  this  opportunity  to  offer  my  views. 

STATEMENT  OF  HON.  EDWARD  J.  DERWINSKI,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  ILLINOIS 

Mr.  Derwinski.  Mr.  Chairman,  as  a  cosponsor  of  both  H.R.  2  and 
H.R.  65,  as  well  as  other  measures  aimed  at  the  proper  reduction  of 
the  enormous  Federal  bureaucracy,  I  want  to  join  my  colleagues  in 
urging  the  subcommittee  to  favorably  consider  and  thus  start  the 
ball  rolling  on  this  very  necessary  legislation. 

Regardless  of  the  burden  thorough  review  of  existing  Federal 
programs  would  create  for  the  Congress,  it  is  imperative  that  this 
oversight  function  be  exercised  in  a  practical  manner  so  that  all 
unnecessary  or  poorly  functioning  Federal  programs  can  be  termi- 
nated. H.R.  2  offers  a  comprehensive,  systematic  method  for  con- 
trolling the  Federal  budget  and  the  programs  funded  by  it. 

H.R.  65  also  has  pragmatic  provisions  for  attacking  the  problems 
created  by  the  Federal  bureaucracy,  emphasizing  the  statement  of 
specific  objectives  in  authorizing  legislation  in  more  detail  and 
with  more  precision  than  has  been  the  practice.  This  bill  further 
provides  for  assessment  of  the  accomplishments  of  a  program  when 
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it  is  reauthorized  so  that  our  oversight  function  would  be  exercised 
more  carefully  than  it  now  is. 

I  believe  the  American  people  have  made  it  clear  that  Congress 
must  end  waste  and  inefficiency  in  the  Federal  Government  now. 
The  sunset  concept  is  one  way  we  can  respond  to  the  mandate  we 
have  received,  and  I  certainly  look  forward  to  the  enactment  of  a 
practical  bill  by  this  Congress. 

STATEMENT  OF  HON.  THOMAS  J.  DOWNEY,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Downey.  Mr.  Chairman,  I  appreciate  this  opportunity  to  add 
my  support  to  the  passage  of  H.R.  2,  the  Sunset  Act  of  1979,  H.R. 
65,  the  Legislative  Oversight  Act  of  1979,  and  other  legislation 
relating  to  the  evaluation  of  Federal  programs. 

I  have  cosponsored  these  legislative  measures  as  a  result  of  the 
need  for  improved  congressional  review  of  Federal  regulatory  agen- 
cies and  their  programs.  Too  often  adequate  preparation  does  not 
take  place  before  a  new  program  goes  into  operation  and  the  goals 
are  not  clearly  spelled  out.  As  a  result,  programs  that  are  superflu- 
ous or  do  not  carry  out  the  original  legislative  mandate  continue  to 
be  funded  year  after  year.  Needless  to  say,  this  philosophy  of 
negligence  contributes  to  the  critical  problem  of  wasteful  and  un- 
necessary Government  spending.  Tackling  this  problem  must  be  a 
priority  of  Congress.  If  inflation  is  to  be  controlled,  unnecessary 
spending  must  be  cut  sharply. 

The  Legislative  Oversight  Act  of  1979,  H.R.  65,  which  requires 
that  the  aims  of  new  programs  are  specifically  explained  and  that 
no  program  be  authorized  for  more  than  5  years  to  insure  periodic 
review,  is  in  accordance  with  these  same  objectives.  Before  their 
inception,  program  goals  would  have  to  be  defined  more  clearly. 
Even  more  important,  no  program  will  escape  the  inspection  of 
timely  congressional  oversight  hearings.  It  is  also  my  view  that 
program  administrators  in  the  executive  branch  will  find  the  cer- 
tainty of  congressional  oversight  a  spur  for  more  efficient  program 
management.  They  will  have  to  concentrate  on  implementing  con- 
gressional intent,  rather  than  skirting  it. 

Similarly,  the  Sunset  Act  of  1979,  H.R.  2,  sets  up  an  organized 
process  for  more  effective  control  and  review  of  the  Federal  budget. 
Review  of  Federal  programs  would  take  place  once  every  10  years 
and  funds  would  be  cut  off  for  those  programs  which  do  not  prove 
thernselves  worthy  of  renewal.  The  reviewing  procedure  would  be  a 
concise  one  with  programs  of  a  related  nature  being  examined  at 
the  same  time. 

Many  components  of  the  Government  would  be  involved  in  the 
oversight  of  the  agencies  under  the  Sunset  Act.  The  General  Ac- 
counting Office,  the  committee  of  the  House  and  the  Senate,  the 
Congressional  Budget  Office,  the  Office  of  Management  and  Budget 
and  the  President  would  have  a  part  in  the  evaluation  process.  It  is 
important  for  the  components  of  the  Government  to  be  conscious  of 
the  coordinated  role  they  play  in  the  smooth  execution  of  govern- 
mental functions. 

The  oversight  process  that  would  be  established  under  these  bills 
to  carry  out  the  examination  of  the  Federal  programs  would  take 
up  some  extra  funds  and  time.  But,  I  strongly  believe  that  the 
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overall  advantages  of  initiating  a  regular  system  of  surveillance  far 
outweigh  the  original  effort  involved.  When  agencies  and  their 
programs  must  constantly  be  accountable  to  the  Government  and 
must  justify  their  existence,  we  will  see,  in  the  long  run,  a  more 
effective  and  streamlined  governmental  structure.  Congress  must 
reduce  the  financial  and  bureaucratic  burden  of  unnecessary  Fed- 
eral programs  so  that  our  governmental  resources  can  be  focused 
on  programs  that  do  work. 

I  support  these  proposals  and  will  continue  to  do  so  in  the  future. 
I  strongly  believe  that  Federal  agencies  and  their  programs  must 
be  made  more  accountable  to  congressional  scrutiny  so  that  we 
may  begin  to  reduce  waste  and  inefficiency  in  the  expenditure  of 
our  public  revenue. 

Thank  you. 

STATEMENT  OF  HON.  ALLEN  E.  ERTEL,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  PENNSYLVANIA 

Mr.  Ertel.  Mr.  Chairman,  and  my  distinguished  colleagues,  I 
appreciate  the  opportunity  to  submit  testimony  during  this  hearing 
on  sunset  legislation.  As  you  may  be  aware,  I  am  a  cosponsor  of 
H.R.  2,  the  Sunset  Act  of  1979,  and  have  a  continuing  interest  in, 
and  concern  over,  the  problems  and  expense  of  the  Federal  Govern- 
ment. I  believe  that  sunset  legislation  will  be  an  important  tool  in 
our  efforts  to  address  these  problems. 

I  testified  before  the  Subcommittee  on  the  Rules  and  Organiza- 
tion of  the  Rules  Committee  last  year  in  support  of  sunset  legisla- 
tion. At  that  time,  I  pointed  out  how  numerous  Federal  programs 
overlap.  In  many  instances  Federal  activities  compete  against  each 
other  and  undermine  the  efficiency  of  the  programs.  This,  of 
course,  comes  at  a  high  price  for  the  taxpayer.  Organizational 
barriers  restrict  our  ability  to  coordinate  programs  in  order  to 
increase  their  efficiency  at  a  reduced  cost,  or  eliminate  those  which 
no  longer  serve  a  need.  Sunset  legislation  addresses  this  problem 
by  requiring  all  Federal  spending  programs  to  be  reviewed  and 
renewed  once  every  10  years.  The  spending  authority  of  those 
programs  which  are  not  renewed  would  be  terminated.  An  impor- 
tant dimension  of  this  review,  which  is  recognized  in  the  legisla- 
tion, relates  to  the  consideration  of  similar  programs  at  one  time. 
Unless  Congress  looks  at  Federal  efforts  with  similar  goals  as  a 
package,  it  is  difficult  to  appreciate  how  they  interact  and  where 
they  are  duplicative.  In  addition,  we  are  increasingly  becoming 
aware  of  the  Federal  Government's  failure  to  adequately  coordi- 
nate many  of  its  programs.  Reviewing  these  programs  together  will 
lead  to  a  greater  sense  of  the  common  goals  being  pursued  and 
highlight  the  need  for  better  coordination.  It  will  also  focus  atten- 
tion on  those  areas  where  we  can  cut  back.  As  such,  sunset  legisla- 
tion holds  the  hope  for  a  more  efficient  and  effective  Government. 

I  believe  that  it  is  also  important  to  note  that  sunset  legislation 
will  also  contribute  to  our  effort  to  deal  with  the  problem  of  the 
many  Federal  rules  and  regulations.  As  the  Congress  reviews  Gov- 
ernment programs  and  identifies  duplicative,  excessive,  and  over- 
lapping efforts,  some  programs  will  be  eliminated,  and  I  suspect 
many  will  be  drastically  redesigned  and  cut  back. 
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Clearly,  when  we  eliminate  Federal  programs,  we  will  also  elimi- 
nate those  rules  and  regulations  which  accompany  those  programs. 
Certainly,  sunset  legislation  will  not  address  itself  to  the  broad 
range  of  issues  and  problems  that  make  up  any  regulatory  reform 
effort.  I  do  believe,  however,  that  it  will  represent  an  important 
tool  in  this  process. 

It  is  important  to  keep  in  mind  just  what  it  is  we  are  talking 
about  when  we  say  that  there  is  duplication  in  the  Government. 
The  General  Accounting  Office  has  identified  a  number  of  areas  of 
enormous  overlapping.  For  example,  GAO  found  196  programs  pro- 
viding funds  entirely  or  in  part  for  community  development.  Only 
19  of  these  were  administered  by  the  Department  of  Housing  and 
Urban  Development.  The  rest  were  scattered  among  20  Federal 
agencies.  Among  the  programs  were:  47  for  planning,  research,  and 
training;  23  for  construction  and  renewal  operations;  35  for  Indi- 
ans; 9  for  historic  preservation;  10  for  recreation;  29  for  rural 
development.  The  GAO  study  also  found  that  the  Department  of 
Health,  Education,  and  Welfare  shares  administration  of  228 
health  programs  with  nine  other  agencies.  I  would  submit  that  we 
are  discussing  huge  amounts  of  duplication  with  grossly  inadequate 
coordination.  As  all  would  agree,  when  we  set  up  a  situation  such 
as  this,  we  can  expect  enormous  waste  and  abuse  of  tax  dollars. 

Mr.  Chairman,  there  is  little  question  that  there  has  been  an 
enormous  expansion  of  the  role  and  involvement  of  the  Federal 
Government.  This  growth  has  placed  a  strain  on  the  ability  of 
Congress  to  effectively  oversee  the  many  Federal  programs.  Sunset 
legislation  offers  a  workable  and  meaningful  approach  to  the  prob- 
lem of  effective  congressional  oversight.  I  would  urge  my  colleagues 
to  give  this  proposal  careful  consideration,  and  I  am  hopeful  that 
the  full  House  will  soon  have  the  opportunity  to  formally  institute 
this  desperately  needed  measure. 

STATEMENT  OF  HON.  DANTE  B.  FASCELL,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  FLORIDA 

Mr.  Fascell.  Mr.  Chairman  and  members  of  the  subcommittee,  I 
appreciate  your  holding  this  hearing  on  legislation  designed  to 
improve  the  oversight  capability  of  the  Congress. 

As  a  cosponsor  of  both  H.R.  2,  the  sunset  bill,  and  H.R.  65,  the 
Legislative  Oversight  Act  of  1979,  I  feel  that  these  measures  are 
complementary  in  their  attempt  to  better  equip  the  legislative 
branch  in  its  efforts  to  curb  waste  and  inefficiency  in  Federal 
programs. 

For  too  many  years,  we  have  enacted  new  programs  without 
stopping  to  get  a  detailed  and  complete  analysis  of  the  cumulative 
impact  of  our  actions.  The  legislation  before  you  is  intended  to 
provide  that  "stop"  by  mandating  a  review  of  existing  or  planned 
program  performance  before  we  plunge  forward  with  it. 

The  sunset  bill  emphasizes  the  review  process  at  the  closing 
stage  of  the  program  authorization  process — recognizing  that  we 
have  many  programs  already  on  the  books  that  should  be  screened 
before  being  extended. 

The  Legislative  Oversight  measure — also  called  the  sunrise  bill — 
stresses  review  action  prior  to  the  granting  of  new  authority  for  a 
program.  It  requires  that  program  objectives  and  planned  annual 
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accomplishments  be  stated  more  clearly  and  precisely,  in  quantifi- 
able terms,  so  that  success  in  meeting  stated  goals  can  be  meas- 
ured. 

In  practice,  the  sunset  bill  sets  forth  a  schedule  for  review  of  all 
Federal  programs  by  specific  dates,  and  the  sunrise  bill  requires 
congressional  committees  to  assess  program  achievements  when- 
ever reauthorization  occurs.  Regardless  of  which  approach,  or  com- 
bination of  approaches  might  be  preferred  by  the  subcommittee,  it 
seems  beyond  dispute  that  reform  must  occur  in  our  shotgun 
method  of  scattering  programs  across  the  governmental  landscape. 

We  can  no  longer  tolerate  a  practice  of  permitting  the  Govern- 
ment to  acquire  ill-defined  authority  and  a  great  mass  of  employees 
to  carry  out  almost  any  conceivable  Federal  activity.  What  we 
really  need  is  to  trim  away  the  fat  by  terminating  obsolete  activi- 
ties so  that  scarce  resources  can  be  more  beneficially  directed  in 
areas  of  greatest  success. 

We  must  enact  a  comprehensive  and  effective  mechanism  for 
congressional  review  of  all  Federal  programs,  as  well  as  provisions 
that  any  new  programs  have  clear  goals  whose  achievement  can  be 
measured.  If  we  hope  to  balance  the  Federal  budget.  Congress  must 
have  a  reliable  system  for  weeding  out  waste  and  obsolescence  in 
our  vast  multitude  of  programs. 

I  recognize  that  the  task  of  reviewing  these  programs  will  be 
demanding  on  our  time  and  resources.  But  each  time  we  reauthor- 
ize or  fund  existing  programs  without  a  thorough  review,  it  is  just 
as  wasteful  as  if  we  had  approved  a  new  program  with  built-in 
defects. 

The  careful  pruning  of  existing  activities  of  the  Federal  Govern- 
ment is  just  as  important  as  sound  planning  when  we  establish 
new  ones.  Whatever  features  of  the  pending  bills  the  subcommittee 
may  recommend,  I  urge  that  meaningful  legislation  to  strengthen 
congressional  oversight  of  both  new  and  ongoing  Federal  programs 
be  approved.  The  American  taxpayer  has  suffered  for  far  too  long 
under  inefficient  and  ineffective  program  management. 

STATEMENT  OF  HON.  FLOYD  J.  FITHIAN,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  INDIANA 

Mr.  FiTHiAN.  Mr.  Chairman  and  members  of  the  subcommittee,  I 
am  grateful  for  the  opportunity  to  submit  these  comments  for  the 
record.  American  bureaucracy  is  diseased  with  inefficiency.  Con- 
gress has  created  agencies  and  programs  and,  while  Congress  re- 
mains their  life-source,  these  entities  have  drifted  far  from  ade- 
quate congressional  oversight.  We  need  to  implement  the  sunset 
law,  H.R.  2,  if  we  are  to  regain  the  control  of  our  agencies  and 
properly  review  their  programs. 

The  amount  of  legislation  introduced  in  Congress  is  astronomi- 
cal—nearly 25,000  bills  during  the  95th  Congress.  It  seems  that  we 
no  longer  have  the  time  to  stop  introducing  bills,  step  back,  and 
observe  the  effectiveness  of  previous  legislation.  As  Congressmen, 
we  simply  create  an  agency,  appropriate  funds  for  it,  and  then 
move  on  to  the  next  matter  of  urgency  on  our  schedules.  The 
sunset  law  will  provide  us  with  a  systematic,  thorough  review  of 
our  legislation  to  ascertain  whether  or  not  the  congressional  pur- 
pose is  being  carried  out. 
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The  twofold  structure  of  H.R.  2  provides  a  practical  mechanism 
with  which  to  maximize  the  efficiency  and  productivity  of  our 
Government  programs:  The  threat  of  termination  looms  as  an 
action-forcing  device,  while  the  systematic  review  of  past  perform- 
ances enhances  our  ability  to  evaluate  the  value  of  the  programs. 

Once  created,  a  government  body  tends  to  single-mindedly  find 
its  own  way  of  doing  things.  The  body  may  redefine  for  itself  the 
goals  toward  which  it  strives  as  it  vigorously  seeks  its  own 
independence.  Each  body  seeks  four  general  freedoms:  freedom 
from  financial  control  by  Congress;  freedom  from  the  audit  by  the 
Comptroller  General;  freedom  from  budget  review  by  the  Presi- 
dent; and  freedom  to  use  Federal  funds  without  oversight.  The 
aspirations  of  each  entity  for  these  freedoms  are  detrimental  to  the 
need  for  efficiency  within  such  organizations. 

As  the  bodies  created  by  Congress  prosper,  they  develop  interests 
toward  their  own  end.  The  sunset  law  will  neutralize  this,  and 
restore  their  role — that  of  executing  duly  enacted  laws.  Under  close 
congressional  scrutiny,  programs  and  agencies  will  no  longer  be 
able  to  retire  to  their  own  niches  in  society  and  will  have  to 
respond  to  the  needs  and  demands  of  our  people. 

Congressional  oversight  is  not  all  that  H.R.  2  will  provide.  Title 
VI  of  the  bill  requires  the  President  to  submit  a  management 
report  at  the  beginning  of  each  Congress,  ranking  programs  within 
each  department  and.  agency  according  to  their  relative  effective- 
ness. Coupled  with  the  threat  of  termination  by  the  Congress,  this 
forces  each  program  to  maximize  its  productivity  and  its  usefulness 
through  the  guidelines  under  which  it  was  created. 

Maximum  efficiency  is  badly  needed  within  Federal  programs. 
All  of  America  is  engaged  in  cruel  combat  with  inflation.  Our 
strategy  to  overcome  inflation  must  include  reducing  Federal  ex- 
penditures on  our  way  to  a  balanced  budget.  Much  of  our  deficit 
occurs  because  of  the  inefficiency  and  waste  within  our  Federal 
programs.  Tightening  the  reins  on  spendthrift  Federal  agencies 
and  programs  will  greatly  assist  our  fight  against  inflation.  As 
representatives  of  Americans,  and  in  their  best  interests,  Congress 
must  set  a  frugal  example  for  all.  Federal  waste  digs  deep  into  the 
pockets  of  American  taxpayers. 

Many  oppose  the  sunset  law  on  the  notion  that  such  overview  by 
Congress  will  swamp  the  legislative  process.  To  the  contrary,  the 
sunset  law  will  induce  efficient  and  systematic  control  on  programs 
which  may  otherwise  burden  the  Congress  with  problems  greater 
than  if  the  program  had  not  been  subjected  to  periodic  review. 

Another  concern  about  sunset  legislation  is  the  thought  that 
certain  proi^rams  will  be  particularly  vulnerable  to  sunset  review, 
because  of  their  generally  diffuse  and  unorganized  constituencies. 
However,  under  H.R.  2,  only  budget  authority  would  terminate. 
The  organic  statutes  would  remain  law  and  programs  could  be 
revived  through  the  restoration  of  funding. 

Other  programs  which  are  imperative  to  social  welfare  are 
exempted  from  sunset  review.  In  the  continued  interests  of  our 
constituents,  social  security.  Federal  retirement  and  disability  pro- 
grams, medicare,  civil  rights  programs  and  enforcement,  judicial 
administration,  veterans'  benefits,  and  income  tax  refunds  will 
continue  without  unnecessary  sunset  review. 
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Sunset  laws  are  not  a  recent  proposition.  The  sunset  idea  was 
first  introduced  in  1946  through  the  Legislative  Reorganization 
Act,  which  directed  congressional  committees  to  exercise  continu- 
ous watchfulness  over  the  agencies  under  their  jurisdiction.  Since 
1946,  statutory  examples  of  the  sunset  idea  have  been  passed  by 
Congress  five  times.  In  addition,  over  70  sunset  bills  were  intro- 
duced in  the  94th  Congress,  and  over  50  sunset  measures  were 
introduced  in  the  95th  Congress.  In  fact,  since  1976,  32  States  have 
enacted  their  own  sunset  legislation. 

Americans  are  calling  for  effective  and  efficient  oversight  of 
Government  programs.  The  time  is  now.  In  the  spirit  of  cutting 
waste  and  curbing  inflation,  Congress  should  move  to  enact  H.R.  2, 
or  risk  losing  the  faith  held  by  Americans  that  Congress  acts  in  the 
best  interests  of  the  people. 

STATEMENT  OF  HON.  ALBERT  GORE,  JR.,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  TENNESSEE 

Mr.  Gore.  I  am  delighted  to  have  this  opportunity  to  express  my 
wholehearted  support  for  H.R.  2,  the  Sunset  Act  of  1979  and  H.R. 
65,  the  Legislative  Oversight  Act  of  1979. 

The  need  for  these  pieces  of  legislation  has  never  been  more 
evident  than  it  is  today.  With  a  massive  budget  deficit  and  ever- 
increasing  taxes,  the  once  sparse  public  outcry  for  cuts  in  Govern- 
ment spending  has  become  a  national  crusade,  demanding  an  end 
to  the  irresponsible  spending  practices  of  the  past  and  urging  a 
reaffirmation  of  sound  fiscal  policies. 

I  firmly  believe  that  the  measures  before  this  subcommittee 
today  provide  to  us  the  simplest  and  most  effective  means  of  re- 
turning to  fiscally  sound  principles  of  government.  Through  these 
programs,  we  will  have  the  means  to  eliminate  unnecessary  pro- 
grams while  at  the  same  time  improving  the  efficiency  of  those 
services  which  are  now  provided  by  the  Government. 

A  key  element  of  this  effort  will  be  increased  congressional  over- 
sight of  the  budget.  My  own  service  as  a  member  of  the  Commerce 
Subcommittee  on  Oversight  and  Investigations  has  convinced  me 
even  more  firmly  of  the  need  for  more  stringent  congressional 
review  of  Federal  agencies  and  activities.  The  provisions  of  the 
Legislative  Oversight  Act  of  1979  will  enable  us  to  further  pare  the 
budget  where  it  needs  it  most. 

There  are  many  difficult  points  with  which  we  must  deal  in  the 
attempt  to  reduce  unnecessary  spending  in  Government.  However, 
I  strongly  feel  that  the  legislation  now  before  this  subcommittee 
will  constitute  a  viable  first  step  in  the  right  direction.  The  impor- 
tance of  and  need  for  these  measures  cannot  be  underestimated. 
The  time  has  come  to  put  our  works  into  meaningful  action  by 
enacting  this  legislation. 

STATEMENT  OF  HON.  ELWOOD  HILLIS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  INDIANA 

Mr.  HiLLis.  Mr.  Chairman,  I  appreciate  having  the  opportunity 
to  appear  here  today  and  present  my  views  on  the  proposed  sunset 
bills  now  before  the  subcommittee.  This  is  the  second  time  in  as 
many  years  that  I  have  come  before  your  subcommittee  to  urge 
passage  of  a  sunset  bill.  Hopefully,  it  will  not  be  necessary  for 
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those  of  us  in  the  House  who  actively  support  sunset  legislation  to 
come  again  next  year. 

The  tremendous  support  for  passage  of  a  sunset  bill  is  encourag- 
ing. There  are  some  23  sunset  bills  introduced  so  far  this  year  in 
the  House.  H.R.  2  has  175  consponsors  of  which  I  am  one.  Congress- 
men Blanchard,  Mineta,  and  Gephardt  are  to  be  commended  for 
the  success  of  their  efforts  encouraging  Members  to  support  H.R.  2. 
A  recent  poll  by  Common  Cause  showed  that  an  overwhelming 
majority  of  the  House  Members — 324  to  6 — favored  sunset  legisla- 
tion. 

The  provisions  of  H.R.  2,  if  enacted,  would  create  a  workable  and 
logical  method  of  identifying  and  reviewing  most  Federal  pro- 
grams. The  Federal  debt,  health  care  services,  general  retirement, 
and  disability  payments  are  exempt  from  the  act.  Currently,  there 
is  simply  no  systematic  review  of  Federal  programs  so  that  it  is 
almost  impossible  even  to  adequately  determine  areas  of  overlap  or 
unnecessary  programs.  Certainly,  the  congressional  authorization 
and  appropriations  process  are  inadequate  to  provide  any  meaning- 
ful review. 

The  President  who  campaigned  heavily  for  reorganization  has 
stated  his  support  for  sunset.  In  his  state  of  the  Union  address 
before  a  joint  session  of  Congress  on  January  23  of  this  year,  the 
President  stated: 

We  need  to  enact  a  sunset  law  so  that  when  Government  programs  have  outlived 
their  value,  they  will  automatically  be  terminated. 

Sunset  is  indeed  a  logical  extension  of  the  President's  reorganiza- 
tion efforts.  Although  the  administration  has  submitted  several 
reorganization  proposals,  it  is  clear  that  these  constitute  only  a 
piecemeal  approach  at  best.  They  do  not  provide  a  systematic  or 
permanent  method  to  evaluate  Federal  programs. 

There  are  several  advantages  sunset  offers  over  the  normal  or 
conventional  authorization  and  appropriation  process.  Sunset 
would  provide  for  a  systematic  review  of  Federal  spending  pro- 
grams and  enable  Congress  to  identify  ineffective  or  overlapping 
programs.  Unlike  the  present  reorganization  efforts  by  the  admin- 
istration, sunset  would  allow  a  comprehensive  reorganization  by 
the  Congress. 

One  of  the  major  problems  Congress  faces  today  in  reducing 
Federal  spending  is  the  high  percentage  of  programs  classified  as 
uncontrollable.  These  are  programs  not  subject  to  any  congression- 
al review  through  the  authorization  and  appropriation  process  each 
year.  It  is  estimated  that  as  much  as  75  percent  of  Federal  outlays 
are  uncontrollable. 

It  has  been  argued  that  passage  of  sunset  would  create  additional 
congressional  activities  and  bills  which  would  only  add  to  our 
already  heavy  workload.  However,  I  believe  that  with  sunset  legis- 
lation. Congress  will  be  able  to  handle  its  workload  more  efficient- 
ly, and  through  reduction  of  unnecessary  and  overlapping  pro- 
grams, be  able  to  reduce  much  of  the  complexity  and  confusion 
surrounding  many  areas  of  legislative  responsibility. 

Anyone  who  has  studied  the  Congress  realizes  that  both  the 
House  and  Senate  have  changed  over  the  years.  These  changes  are 
a  reflection  of  changes  in  our  society  and  improved  standards  of 
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living.  The  Congress  has  made  some  major  changes  in  the  legisla- 
tive review  of  the  budget  in  recent  years  which  reflected  a  need  to 
gain  further  understanding  of  how  individual  bills  affected  the 
total  budget.  I  am,  of  course,  referring  to  the  1974  Congressional 
Budget  Act.  However,  although  the  new  reforms  enacted  in  1974 
have  provided  tremendous  improvement  in  congressional  under- 
standing of  the  Federal  budget,  true  control  over  the  budget  still 
evades  Congress.  The  size  and  complexity  of  the  Federal  Govern- 
ment now  mandates  that  sunset  review  of  programs  enacted  by  the 
Congress  be  enacted  on  a  permanent  basis. 

Anyone  who  remembers  the  difficulties  the  House  had  last  year 
in  considering  appropriations  bills  should  recognize  the  need  for 
change.  Only  3  appropriation  bills  out  of  10  considered  had  authori- 
zation bills  passed  prior  to  their  consideration.  The  special  rules 
which  waived  points  of  order  against  their  consideration  made  a 
shambles  of  rule  21,  clause  2  which  prohibits  an  appropriation 
from  being  considered  unless  it  has  been  authorized. 

I  believe  passage  of  sunset  will  allow  legislative  committees  to 
enact  multiyear  authorizations  and  not  only  make  rule  21,  clause  2 
meaningful  once  again,  but  enable  these  committees  to  spend  more 
time  on  oversight  hearings.  With  the  present  schedule  as  outlined 
in  the  1974  Budget  Act,  most  committees  are  tied  up  considering 
authorization  bills  and  have  little  time  for  meaningful  oversight. 
While  there  may  be  nothing  in  the  rules  of  the  House  preventing 
multiyear  authorization  bills  now,  most  committees  realize  that 
authorization  bills  are  the  only  method  of  review  currently  availa- 
ble and  are  reluctant  to  consider  multiyear  bills.  However,  I  be- 
lieve sunset  will  provide  the  framework  for  reasonable  review  and 
a  system  of  checks  to  insure  that  the  congressional  intent  of  Feder- 
al programs  is  being  implemented  so  that  congressional  committees 
can  more  evenly  divide  their  time  between  authorization  bills  and 
oversight  hearings. 

In  closing,  Mr.  Chairman,  sunset  legislation  is  not  a  panacea  to 
our  problems,  nor  do  I  believe  that  it  is  the  only  reform  needed  to 
give  the  requisite  control  over  the  budget  to  Congress  to  insure  a 
maximum  accountability  of  expenditures  of  Federal  agencies  and 
departments.  It  is,  however,  an  important  and  integral  part  of  the 
total  reform  package  needed  to  give  Congress  an  opportunity  to 
review  programs  and  insure  that  congressional  intent  is  being  re- 
flected in  the  implementation  of  our  laws.  There  is  an  old  saying 
that  knowledge  is  power.  Sunset  will  provide  the  Congress  with  the 
knowledge  to  use  its  power  of  controlling  the  Federal  budget  and 
the  programs  contained  within  it. 

STATEMENT  OF  HON.  RICHARD  H.  ICHORD,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  MISSOURI 

Mr.  IcHORD.  Mr.  Chairman,  as  a  cosponsor  of  H.R.  2,  the  Sunset 
Act  of  1979,  I  welcome  the  opportunity  to  offer  testimony  in  sup- 
port of  what  I  believe  to  be  a  vital  and  long  overdue  legislative 
tool. 

In  this  Nation  today,  our  1,200  spending  programs  devour  nearly 
half  a  trillion  dollars  a  year.  A  recent  Government  Accounting 
Office  report  revealed  that  at  least  133  of  the  agencies  administer- 
ing these  programs  in  1977  had  not  undergone  any  financial  audits 


63 

between  fiscal  years  1974  and  1976.  Our  regulatory  agencies  issue 
an  estimated  7,000  rules  each  year,  and  American  business  spends 
69  million  hours  and  $103  billion  annually— $30  billion  for  paper- 
work alone— in  responding  to  more  than  2,100  U.S.  reporting  re- 
quirements. 

Obviously,  many  of  these  programs  are  important  to  this  Na- 
tion's public  health,  safety,  and  welfare— but,  I  strongly  suspect, 
not  all  of  them.  I  am  convinced  that  a  close  look  at  many  of  these 
programs  would  reveal  obsolete,  wasteful,  duplicative,  and  even 
counterproductive  programs.  And  I  am  certain  that,  in  these  days 
when  we  feel  our  fiscal  constraints  more  acutely  than  ever,  the 
funds  we  could  recover  could  be  put  to  far  more  productive  use. 

Like  all  citizens,  my  constituents  are  growing  increasingly  frus- 
trated with  this  Government's  inability,  or  refusal,  to  address  the 
symptoms  of  its  own  failures— high  taxation,  inflation,  and  coun- 
terproductive regulation.  As  they  struggle  to  balance  their  own 
personal  budgets,  they  see  their  Government  using  more  and  more 
of  their  hard-earned  and  sorely  needed  tax  money  on  exactly  what 
they  want  and  need  the  least— bigger,  greedier,  wasteful  govern- 
ment. 

We  simply  cannot  continue  to  respond  to  these  concerns  with 
more  statistics,  studies,  and  sympathy  cards.  Congress  cannot 
simply  enact  a  law  and  take  a  walk,  leaving  unelected  bureaucrats 
to  bring  about,  bungle,  or  broaden  the  intention  of  the  law.  Our 
scarce  tax  dollars  cannot  continue  to  be  used  on  mistakes  and 
remnants  of  the  past.  Congress  must  follow  up  on  what  it  votes  and 
systematically  make  certain  that  the  program  is  meeting  its  objec- 
tives, its  budget,  and  is  not  inflicting  more  harm  on  the  American 
public  than  good.  The  situation  and  the  times  and  the  people 
demand  action,  not  more  rhetoric,  and  sunset  legislation  is  a  strong 
first  step. 

Thank  you. 

STATEMENT  OF  HON.  ROBERT  J.  LAGOMARSINO,  A  REPRE- 
SENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Lagomarsino.  Mr.  Chairman,  as  you  know,  in  the  past  sev- 
eral years  there  has  been  considerable  concern  over  the  tremen- 
dous growth  of  Federal  Government  bureaucracy.  Studies  indicate 
that  Federal  redtape  and  paperwork  alone  cost  the  taxpayers  over 
$100  billion  a  year.  And,  presently,  there  is  no  real  procedure  to 
test  the  validity  of  programs  which  may  have  outlived  their  value 
and/or  efficiency. 

H.R.  2,  a  bill  requiring  the  authorization  of  new  budget  authority 
every  10  years  and  providing  congressional  review  of  Government 
programs  every  10  years,  would,  if  enacted,  establish  a  process 
whereby  Congress  could  abolish  Government  programs  no  longer 
found  to  be  effective.  Although  it  does  not  go  as  far  as  my  own 
sunset  legislation  which  would  authorize  such  a  procedure  every  5 
years,  I  think  it  nevertheless  begins  to  provide  the  kind  of  congres- 
sional review  of  Federal  programs  we  so  urgently  need. 

Mr.  Chairman,  I  would  also  like  to  take  this  time  to  express  my 
support  for  H.R.  65,  a  bill  to  increase  congressional  oversight  over 
program  objectives  by  requiring  periodic  review  of  such  objectives. 
I  feel  that  this  legislation  would  be  a  step  forward  in  insuring  that 
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programs  more  closely  adhere  to  congressional  intent,  a  problem 
which  has  also  become  increasingly  apparent. 

In  this  regard  may  I  also  call  to  your  attention  my  own  legisla- 
tion, H.R.  1058,  allowing  Congress  to  prevent  the  adoption  of  execu- 
tive branch  rules  and  regulations  contrary  to  law  or  inconsistent 
with  congressional  intent. 

Thank  you. 

STATEMENT  OF  HON.  BARBARA  A.  MIKULSKI,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  MARYLAND 

Ms.  MiKULSKi.  Mr.  Chairman,  I  would  like  to  express  my  strong 
support  for  H.R.  2,  the  Sunset  Act  of  1979,  H.R.  65,  the  Legislative 
Oversight  Act  of  1979,  and  H.R.  2000,  Congressman  Panetta's  Bi- 
ennial Budgeting  Act.  These  three  bills,  which  I  have  cosponsored, 
will,  if  passed,  play  a  crucial  role  in  helping  to  reduce  the  waste  in 
Government  spending. 

The  economic  well-being  of  the  American  people  is  being  threat- 
ened by  the  problems  of  spiraling  inflation  and  increased  taxes. 
Wasteful  Government  spending  makes  these  problems  much  more 
severe.  It  is  therefore  more  important  than  ever  for  us  in  the 
Congress  to  work  to  cut  the  fat  out  of  the  budget.  The  first  bill 
which  I  cosponsored  to  help  solve  this  problem  would  mandate  a 
review  and  reauthorization  of  all  Federal  programs  at  least  once 
every  10  years.  It  would  also  terminate  funding  for  programs  which 
are  not  reauthorized.  The  second  bill  H.R.  65,  would  mandate  that 
the  objectives  and  planned  accomplishments  of  each  program  be 
explained  more  clearly,  in  quantifiable  terms  to  the  extent  practi- 
cable. Also,  when  a  program  is  to  be  reauthorized,  the  appropriate 
committee  would  be  required  to  write  an  evaluation  of  how  effec- 
tively the  program  has  fulfilled  its  objectives.  The  final  bill,  H.R. 
2000,  would  establish  a  2-year  or  multiyear  budget  process  that  sets 
aside  more  time  for  reviewing  ongoing  programs.  The  change 
would  give  Congress  additional  time  to  conduct  closer  oversight  of 
existing  programs. 

I  urge  the  Congress  to  approve  these  measures  and  any  other 
proposals  which  will  help  to  reduce  in  a  responsible  manner  the 
inefficiency  in  our  Government. 

STATEMENT  OF  HON.  ROBERT  H.  MOLLOHAN,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  WEST  VIRGINIA 

Mr.  MoLLOHAN.  Mr.  Chairman,  I  am  extremely  pleased  that  your 
subcommittee  is  moving  forward  with  active  consideration  of  H.R. 
2  and  H.R.  2364,  both  of  which  I  have  cosponsored  in  the  belief 
that  they  offer  reasonable  and  realistic  solutions  to  the  problems  of 
proliferating  Government  programs  and  regulations. 

The  proposals  contained  in  H.R.  2,  the  Sunset  Act  of  1979,  are 
particularly  important  as  we  in  the  Congress  endeavor  to  develop 
ways  and  means  for  better  oversight  of  Government  operations. 
The  bill's  provision  that  every  Federal  program  be  reviewed  and 
reauthorized  at  least  once  every  10  years  certainly  is  sound  and 
prudent  and  has  my  full  support.  So  too  is  the  recommendation 
that  funds  be  terminated  for  any  program  not  reauthorized  by  the 
Congress. 
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Legislative  oversight  of  Federal  spending  programs  is  not  glam- 
orous, as  we  all  know.  A  commitment  to  this  objective  requires 
gritty  determination  to  get  down  to  the  nuts  and  bolts  of  Govern- 
ment operations  to  see  what  makes  our  Federal  policies  tick  and  to 
adjust  or  terminate  those  programs  that  may  be  out  of  tune  with 
the  times  or  with  the  changing  needs  and  resources  of  our  Nation. 
Yet  there  is  no  better  way  of  which  I  am  aware  to  approach  this 
task  in  an  orderly  and  productive  fashion.  H.R.  2  does  not,  of 
course,  propose  the  wholesale  elimination  of  Government  services. 
To  the  contrary,  the  real  benefit  of  this  concept,  in  my  considered 
judgment,  would  be  to  provide  a  mechanism  whereby  the  Congress 
can  improve  its  capabilities  to  assess  programs  and  then  take  ap- 
propriate remedial  action  to  insure  more  efficient,  effective,  and 
economical  provision  of  services. 

A  perfect  compliment  to  H.R.  2  is  the  Regulatory  Reform  Act  of 
1979,  H.R.  2364.  It  goes  hand  in  hand  with  orderly  review  of 
Government  programs.  All  of  us  understand  that  regulatory  agen- 
cies and  the  rules  they  promulgate  have  the  same  wide-ranging 
impact  on  our  society  as  any  specific  program  that  may  be  adopted 
by  the  Congress. 

H.R.  2364  sets  forth  a  rational  basis  for  congressional  review  by 
subject  of  the  plethora  of  regulatory  agencies  and  rules.  There  are 
those,  no  doubt,  who  would  express  dismay  that  the  process  will 
take  8  years.  But  this  is  an  ambitious  and  extremely  important 
undertaking.  It  is  not  a  task  that  can  be  rushed  or  conducted  in  a 
disjointed  fashion  in  a  cloud  of  chaotic  urgency  if  we  are  to  obtain 
from  it  the  wise  decisions  that  will  yield  the  reasonable  and  realis- 
tic results  that  we  envision  and  that  we  need. 

The  American  people  have  expressed  a  deeply  rooted  desire  to 
have  their  Government  operate  more  smoothly  and  more  efficient- 
ly. Many  observers  and  pundits  interpret  this  as  "anti-Govern- 
ment" sentiment,  but  I  sense  that  this  is  an  inaccurate  assessment 
of  the  public  mood.  In  my  talks  with  constituents,  I  sense  that  they 
understand,  accept  and  even  desire  a  Federal  Government  that  is 
responsive  to  public  needs  and  one  that  will  address  their  concerns 
about  a  wide  variety  of  matters  that  touch  them  every  day— from 
national  defense  to  education  and  transportation,  and  from  health 
care  to  housing  and  energy  production.  What  they  resent  with 
growing  frustration  is  the  depiction  of  their  Federal  Government 
as  one  strangled  by  redtape  and  buried  beneath  layers  of  duplica- 
tive and  redundant  programs. 

H.R.  2  and  H.R.  2364  would  give  us  a  mechanism  for  addressing 
these  legitimate  public  concerns  and  for  bringing  the  kind  of  logi- 
cal order  and  efficiency  to  Government  that  would  be  extremely 
beneficial  in  demonstrating  to  the  American  people  that  theirs  is  a 
Government  in  which  they  can  have  faith  and  one  deserving  of 
their  full  confidence  and  support. 

Thus,  it  is  my  fervent  hope  that  the  subcommittee,  after  thor- 
ough review  of  both  proposals,  will  find  it  possible  to  favorably 
report  H.R.  2  and  H.R.  2364. 
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STATEMENT  OF  HON.  JAMES  H.  QUILLEN,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  TENNESSEE 

Mr.  QuiLLEN.  Mr.  Chairman  and  members  of  the  subcommittee,  I 
want  to  commend  you  for  scheduling  your  first  hearings  of  this 
year  on  the  subject  of  sunset  legislation.  As  a  sponsor  of  H.R.  1106, 
the  Sunset  Program  Evaluation  Act  of  1979,  and  a  cosponsor  of 
H.R.  2,  which  is  the  subject  of  today's  hearings,  I  urge  you  to 
review  this  matter  thoroughly  with  the  expectation  that  our  com- 
mittee will  present  a  refined  sunset  bill  to  the  full  House  for  its 
consideration  this  year. 

Last  year  the  country  experienced  an  election  in  which  the 
public  clearly  stated  it  feels  that  the  Federal  Government  is  not 
functioning  adequately,  that  it  is  wasteful  and  inefficient,  and  that 
the  Congress  should  provide  means  to  correct  these  defects.  Sunset 
is  a  valid  legislative  response  to  address  some  of  these  defects,  and 
I  think  1979  is  the  year  to  enact  this  concept  into  law. 

Sunset  provides  a  mechanism  by  which  the  Congress  will  exer- 
cise greater  control  over  a  Federal  machinery  which  is  widely 
perceived  as  out  of  control. 

In  recent  years.  Congress  has  created  hundreds  of  programs  di- 
rectly affecting  the  daily  lives  of  the  American  people.  Sunset  is  a 
concept  which  rejects  the  practice  that  Government  programs,  once 
enacted,  remain  forever  in  operation  like  some  neglected  perpetual 
motion  machine,  A  sunset  law,  on  the  contrary,  would  require  that 
a  program  continue  only  if  the  Congress  systematically  reviews  it 
and  votes  explicitly  to  continue  its  existence.  If  a  program  does  not 
meet  the  test  of  congressional  review  and  scrutiny,  it  would  be 
terminated  automatically. 

Under  the  provisions  of  H.R.  2,  virtually  all  Federal  programs 
would  come  up  for  a  thorough  review  and  reauthorization  on  a 
rotating  10-year  basis.  Within  this  schedule,  programs  are  grouped 
by  budget  function  in  order  to  provide  for  the  review  of  programs 
with  related  purposes  during  the  same  time  period. 

Experience  is  teaching  us  daily  that  we  can  only  afford  new 
programs  by  making  selective  cuts  in  existing  programs  which  are 
of  a  low  priority,  unnecessary,  or  misdirected.  Experience  is  also 
teaching  us  that  many  of  our  present  Federal  programs  really  are 
not  producing  positive  results  that  justify  their  cost.  These  are  the 
ones  we  must  eliminate. 

Mr.  Chairman  and  members  of  the  subcommittee,  sunset  legisla- 
tion is  not  a  partisan  issue  or  even  an  issue  dividing  liberals  and 
conservatives.  The  American  people  are  looking  to  the  Congress  to 
exercise  firm  control  over  the  enormous  Federal  establishment  we 
have  created.  The  people  are  right,  and  I  believe  the  Congress  must 
respond  positively  to  their  legitimate  demand. 

STATEMENT  OF  HON.  RALPH  S.  REGULA,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  OHIO 

Mr.  Regula.  Mr.  Chairman,  I  want  to  thank  you  for  this  oppor- 
tunity to  share  my  views  on  the  issue  of  Government  accountabil- 
ity with  the  members  of  the  Rules  Committee.  It  is  my  belief  that 
the  work  of  this  committee  toward  strengthening  congressional 
oversight,  if  signed  into  law,  may  prove  to  be  the  single  most 
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important  accomplishment  of  this  Congress.  This  legislation  and 
these  hearings  represent  the  beginning  of  an  historical  change  in 
the  operation  of  our  Federal  Government. 

The  change  I  refer  to  is  based  on  the  growing  recognition  in 
America  that  there  is  a  finite  limit  to  the  amount  of  resources 
available  to  Congress  and  the  Federal  Government  to  help  solve 
our  pressing  problems.  The  go-go  era  of  the  1960's  is  over. 

In  the  recent  past,  the  watchwords  of  our  country  were  growth 
and  abundance.  We  assumed  that  by  turning  on  our  technology, 
tinkering  with  our  economy  and  consuming  enough  energy  and 
other  resources  we  could  accomplish  any  worthwhile  objective.  As 
fast  as  we  perceived  a  problem  we  created  a  program  or  two  or 
three  to  resolve  it.  Little  thought  or  attention  in  Congress  was 
given  to  measuring  whether  or  not  we  were  making  progress  on 
solving  the  problem.  If  we  did  discover  we  were  not  making  much 
headway  toward  ending  the  problem  we  set  out  to  solve,  we  re- 
sponded by  assuming  what  we  had  done  was  not  enough  and  cre- 
ated still  another  program. 

The  end  result  of  all  of  this  hyperactivity  is  a  Federal  bureaucra- 
cy of  over  1,200  departments,  agencies,  boards,  commissions,  adviso- 
ry bodies,  and  so  forth  attempting  to  run  almost  1,000  Federal 
programs.  Is  it  any  wonder  the  average  American  is  bewildered, 
frustrated  and  angry  about  the  state  of  our  Government?  Certainly 
the  redtape  and  duplication  that  has  been  created  confounds  all 
but  the  most  skillful  students  of  Government. 

Today,  we  appear  to  have  learned  the  meaning  of  scarcity  and 
stability. 

Perhaps,  the  turning  point  came  in  October  of  1973,  with  the 
Arab  oil  embargo.  From  this  dramatic  event,  America  learned  that 
there  are  limits  to  our  resources.  Since  that  time,  our  Government 
has  spent  a  considerable  amount  of  effort  taking  stock  of  our 
resources  so  that  we  may  not  be  caught  unaware  of  potential 
future  shortages.  This  resource  inventory  has  taught  us  to  seek 
ways  to  obtain  stable  supplies  of  those  vital  resources  we  no  longer 
possess  in  great  abundance. 

The  recession  that  followed  the  oil  embargo  has  also  shown 
Congress  the  value  of  stability  in  our  economy.  Without  a  stable 
economy  the  tax  revenue  needed  to  fund  our  multiplicity  of  pro- 
grams is  not  available.  It  is  this  situation  that  has  made  us  aware 
that  there  are  limits  on  the  resources  available  for  the  purposes  of 
the  Government. 

A  moment  ago,  I  said  that  these  hearings  may  historically 
change  the  operation  of  our  Government.  The  change  that  I  am 
referring  to  is  that  we  have  learned  we  must  make  choices  about 
the  objectives  and  methods  of  Government,  not  just  additions  to  it. 
Creating  more  programs  does  not  always  mean  that  we  are  creat- 
ing better  programs.  We  can  no  longer  afford  to  pile  program  on 
top  of  program  without  knowing  if  they  are  working.  What  we  are 
seeking  today  is  the  answer  to  an  extremely  difficult,  very  impor- 
tant question:  "How  can  Congress  assure  that  each  tax  dollar  is 
spent  most  productively?" 

Put  another  way,  you  on  this  committee  are  designing  the  means 
by  which  Congress  can  improve  the  management  of  the  Federal 
Government  and  its  use  of  America's  scarce  resources. 
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Americans  are  disturbed  by  excessive  and  wasteful  Government 
spending,  the  rapid  growth  of  the  Federal  bureaucracy  and  burden- 
some Federal  regulations.  They  are  demanding  better  management 
and  accountability  for  their  hard-earned  tax  dollars.  Your  efforts 
here  can  help  satisfy  that  demand.  I  urge  you  move  with  deliberate 
haste  to  approve  this  legislation. 

STATEMENT  OF  HON.  ARLAN  STANGELAND,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  MINNESOTA 

Mr.  Stangeland.  Mr.  Chairman  and  distinguished  colleagues:  As 
a  cosponsor  of  H.R.  2,  the  Sunset  Act  of  1979,  H.R.  65,  the  Legisla- 
tive Oversight  Act  of  1979,  and  H.R.  601,  so-called  one-House,  one- 
veto  legislation,  I  am  indeed  pleased  to  appear  before  this  subcom- 
mittee to  present  testimony  on  behalf  of  these  regulatory  reform 
measures. 

A  recent  editorial  in  the  Washington  Post  provided  a  thought- 
provoking  analysis  of  overregulation.  One  paragraph  particularly 
struck  home: 

So  the  true  solution  to  overregulation  can  only  be  found  when  Congress  realizes 
that  cat's  cradle  complication  is  not  synonymous  with  wisdom  or  fairness.  Maybe 
some  of  the  President's  proposed  administrative  reforms  will  help.  But  the  most  he 
can  do  is  smooth  bureaucratic  rough  edges.  The  important  part  is  up  to  Congress, 
that  is  where  they  write  all  those  regulation-prone  and  rule-generating  statutes  in 
the  first  place,  though  you  wouldn't  guess  it  from  the  way  they  complain  about 
them  later. 

A  predominant  concern  in  the  letters  I  receive  from  my  constitu- 
ents in  the  Seventh  District  of  Minnesota  is  over  the  continuing 
crush  of  Government's  monster,  the  bureaucracy.  With  some  1,200 
Federal  programs  now  on  the  books,  it  is  certainly  time  for  Con- 
gress to  enact  legislation  designed  to  provide  a  systematic  method 
of  overseeing  those  programs.  H.R.  65,  the  sunrise  bill  requires  that 
Congress  states  clearly  its  program  objectives  and  planned  annual 
accomplishments.  Thus,  through  yearly  reports  by  the  administer- 
ing agencies,  both  Houses  of  Congress  would  be  in  a  better  position 
to  evaluate  program  success.  The  sunset  bill,  H.R.  2,  emphasizes 
comprehensive  review  of  functionally  related  programs  by  the 
House  and  Senate  and  the  termination  of  budget  authority  for 
programs  found  to  be  ineffective.  H.R.  601  provides  for  a  one-House 
veto  of  any  agency  rule  or  regulation  if  the  same  contains  provi- 
sions contrary  to  law,  inconsistent  with  congressional  intent,  or 
which  go  beyond  the  mandate  of  legislation. 

More  systematic  congressional  oversight  of  Federal  programs  is 
imperative  because: 

1.  Such  a  review  of  programs  would  strengthen  Congress'  capacity  for  comprehen- 
sive policymaking. 

2.  It  would  enable  Congress  to  assume  greater  responsibility  for  the  results  of  its 
legislative  work. 

3.  It  compels  the  legislative  branch  to  assess  the  desirability  of  the  vast  range  of 
Federal  spending,  item  by  item. 

4.  It  would  improve  analysis  of  the  full  range  of  Federal  programs  in  a  particular 
area,  how  well  they  adhered  to  congressional  intent,  their  economic  impact,  and  to 
what  extent  they  overlapped. 

Part  of  a  review  paper  prepared  by  Common  Cause's  Bruce 
Adams  and  Betsy  Sherman  bears  repeating  here: 
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Sunset  is  designed  to  force  legislatures  to  carry  out  their  oversight  responsibilities 
•  •  *.  This  approach  will  very  likely  improve  evaluation  by  the  executive  branch  as 
well.  Sunset  should  be  viewed  as  a  partnership  between  the  legislative  and  execu- 
tive branches  to  make  Government  work.  But  the  name  and  the  termination  mecha- 
nism alone  are  not  enough.  The  process  should  not  be  a  tool  for  those  out  to  destroy 
Government.  Nor  should  it  be  mere  rhetoric  designed  to  placate  the  public.  Sunset 
legislation  must  contain  the  institutional  arrangements  necessary  to  guarantee 
meaningful  and  thoughtful  program  evaluation.  Evaluation  is  the  key  to  the  goal  of 
increased  accountability. 

In  his  "Of  the  Rise  and  Progress  of  the  Arts  and  Sciences" 
published  in  1768,  David  Hume  said, 

To  balance  a  large  State  or  society  *  *  *  whether  monarchical  or  Republican,  on 
general  laws,  is  a  work  of  so  great  difficulty,  that  no  human  genius,  however 
comprehensive,  is  able,  by  the  mere  dint  of  reason  and  reflection,  to  effect  it.  The 
judgments  of  many  must  unite  in  the  work;  experience  must  guide  their  labor;  time 
must  bring  it  to  perfection,  and  the  feeling  of  inconveniences  must  correct  the 
mistakes  which  they  inevitably  fall  into  in  their  first  trials  and  experiments. 

The  difficulties  inherent  in  providing  an  effective  Government 
are  many,  and  I  am  not  contending  that  sunset  legislation  is  the 
panacea  for  our  regulatory  ills.  It  is,  however,  the  best  approach 
toward  curbing  wasteful  spending  and  streamlining  Government  to 
make  it  more  responsive  to  the  needs  of  the  people. 

The  subcommittee  is  to  be  commended  for  its  timely  considera- 
tion of  these  oversight  bills.  I  look  forward  to  working  with  you 
and  the  rest  of  the  membership  in  drafting  legislation  that  will 
increase  accountability  through  improved  evaluation  of  programs 
and  agencies  and  that  will  insure  a  cooperating  partnership  be- 
tween the  legislative  and  executive  branches  to  achieve  the  goal  of 
good  Government. 

STATEMENT  OF  HON.  G.  WILLIAM  WHITEHURST,  A  REPRE- 
SENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  VIRGINIA 

Mr.  Whitehurst.  Mr.  Chairman,  and  members  of  the  subcommit- 
tee: I  appreciate  very  much  having  this  opportunity  to  express  my 
strong  support  for  congressional  action  to  adopt  sunset  legislation 
this  year.  The  American  people  have  clearly  indicated  a  desire  to 
reduce  Government  spending  and  regulation.  One  means  of  regain- 
ing control  over  the  burgeoning  Federal  bureaucracy  is  to  enact  a 
sunset  law  which  would  require  Congress  to  take  a  hard  look  every 
few  years  at  each  Federal  program. 

In  response  to  the  demand  from  the  American  people  to  hold 
down  Government  spending  and  regulation,  a  majority  of  our  col- 
leagues have  sponsored  and  cosponsored  a  variety  of  sunset  bills. 
My  particular  focus  has  been  on  reforming  the  Federal  regulatory 
agencies.  To  accomplish  this,  I  have  introduced  H.R.  1312,  which 
would  require  a  periodic  review  of  all  Federal  regulatory  agencies 
with  a  view  toward  eliminating  inefficient  and  outmoded  regula- 
tory programs. 

Calls  for  regulatory  reform  are  not  new.  Every  President  for  the 
past  two  decades  has  suggested  some  type  of  reform.  However,  with 
the  severe  inflation  of  recent  years,  more  serious  and  intense  atten- 
tion has  been  paid  to  the  tremendous  adverse  impact  that  these 
Federal  regulatory  agencies  have  on  our  economy.  Increasingly, 
Members  of  Congress  and  the  executive  branch  have  come  to  real- 
ize that  the  outmoded  and  misguided  policies  of  these  agencies 
stifle  competition,  inflate  prices,  and  smother  businessmen  with 
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needless  paperwork.  Estimates  of  the  costs  of  Government  regula- 
tion to  the  American  people  have  ranged  from  $60  billion  a  year  to 
as  high  as  $130  billion  a  year.  Consumers  carry  the  dual  burdens  of 
higher  taxes  and  higher  prices  to  support  policies  which  do  them 
little  good. 

Additionally,  regulations  impede  the  tremendous  productive 
power  of  the  American  economy.  Increasingly,  the  American 
people  are  coming  to  understand  that  Government  must  start  re- 
storing competition  and  removing  market  constraints.  If  we  expect 
the  economy  to  get  better  and  stay  that  way,  we  must  strip  the  wet 
blanket  of  unnecessary  Government  regulation  from  its  back. 

Not  only  does  the  present  regulatory  system  stifle  free  enter- 
prise, but  the  overlap  and  duplication  of  the  multitude  of  agencies 
also  tend  to  make  these  agencies  less  effective  in  carrying  out  their 
legitimate  responsibilities.  Thus,  we  must  streamline  and  coordi- 
nate the  functions  of  the  regulatory  agencies  as  well  as  insure  that 
their  policies  do  not  hinder  the  free  market  system. 

H.R.  1312  would  provide  that  over  a  period  of  5  years,  the  Presi- 
dent would  submit  to  the  Congress  by  March  30  of  each  year 
comprehensive  plans  for  reforming  regulation  in  five  specific  areas 
of  the  economy;  namely,  banking  and  finance;  energy  and  environ- 
mental matters;  commerce,  transportation,  and  communications; 
food,  health,  and  safety,  and  unfair  and  deceptive  trade  practices; 
housing,  labor-management  relations,  equal  employment  opportuni- 
ty. Government  procurement,  and  small  business. 

Each  plan  would  include  recommendations  for  increasing  compe- 
tition, and  for  procedural,  organizational,  and  structural  reforms — 
including  the  merger,  modification,  establishment,  or  abolition  of 
Federal  regulations,  functions,  and  agencies. 

The  bill  also  provides  for  an  action-forcing  mechanism  in  the 
form  of  impending  abolition  of  specific  agencies  and  regulations, 
unless  a  comprehensive  regulatory  reform  measure  is  enacted  by  a 
certain  date,  as  the  best  way  to  assure  prompt  and  effective  action 
on  the  full  range  of  regulatory  issues.  Responsibility  for  action  is 
thus  squarely  placed  on  the  Congress  as  a  whole. 

My  concern  with  the  problems  of  regulatory  reform  has  grown 
considerably  during  my  service  in  the  Congress,  through  accumu- 
lated visits  and  letters  from  those  individuals  in  the  business  world 
who  are  being  harassed  by  a  welter  of  regulations  and  a  relentless 
corps  of  bureaucrats  to  enforce  them.  One  regulatory  agency  which 
has  particularly  concerned  me,  and  many  small  businessmen  in  my 
congressional  district,  is  the  Occupational  Safety  and  Health  Ad- 
ministration. The  Occupational  Safety  and  Health  Act  came  into 
being  with  the  valid  purpose  of  cutting  down  on  industrial  acci- 
dents. In  1973,  over  14,000  Americans  died  in  job-related  accidents. 
Many  of  them  would  be  alive  if  better  safety  measures  had  been  in 
effect,  but  as  the  Federation  of  American  Scientists  states: 

The  Occupational  Safety  and  Health  Act  has  surfaced  at  least  as  many  problems 
as  it  was  designed  to  solve. 

The  regulations  promulgated  by  this  agency  are  so  lacking  in 
uniformity  that  employers  do  not  know  how  to  comply  with  them 
and  employees  are  not  in  a  position  to  know  when  a  regulation  has 
been  violated. 
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The  costs  to  business  for  compliance  with  OSHA  regulations  are 
not  low.  Planned  industrial  investments  in  health  and  safety  equip- 
ment rose  from  $2.5  billion  in  1972  to  $3.4  billion  in  1977. 

Many  of  the  observations  about  OSHA  can  also  be  made  about 
the  Environmental  Protection  Agency.  EPA  regulations  are  ex- 
traordinarily complex  and  result  in  major  costs  to  businesses  and 
ultimately  to  consumers.  Yet  with  all  of  the  regulations  of  the  EPA 
and  OSHA,  we  still  find  that  a  tragic  situation,  such  as  the  Kepone 
incident  in  Hopewell,  Va.,  can  go  undetected  and  unchecked  by 
these  agencies.  Perhaps  one  reason  for  the  failure  to  prevent  the 
Kepone  tragedy  is  that  so  many  agencies,  both  State  and  Federal, 
have  such  overlapping  functions  that  none  of  them  had  the  clear 
responsibility  to  deal  with  the  problem. 

H.R.  2,  which  I  have  cosponsored,  goes  beyond  H.R.  1312  to 
require  a  review  of  each  Federal  program  at  least  once  every  10 
years.  Hopefully,  this  will  lead  to  consolidation  and  elimination  of 
many  of  the  overlapping  and  duplicative  Federal  grant  programs. 
For  example.  Congress  would  be  forced  to  review  the  13  separate 
major  programs  that  provide  food  and  food  related  assistance  to 
Americans.  While  these  programs  are  clearly  necessary  to  alleviate 
hunger,  I  am  convinced  that  a  more  rational  administrative  struc- 
ture for  the  Federal  food  programs  would  result  in  a  more  wide- 
spread distribution  of  food  assistance  at  a  lower  cost  to  the  Ameri- 
can taxpayers. 

Just  to  cite  one  more  example  of  the  kind  of  congressional  scruti- 
ny which  H.R.  2  would  require,  the  15  different  child  nutrition 
programs  now  in  existence  would  be  examined  closely.  Each  of 
these  programs  costs  over  $100  million  annually;  yet,  more  than 
700,000  children  of  poor  families  receive  no  assistance  whatsoever 
as  a  result  of  the  gaps  between  the  various  programs.  In  my  view, 
a  consolidation  of  these  many  separate  child  nutrition  programs 
would  increase  significantly  the  number  of  needy  children  served 
without  adding  to  the  Government's  costs. 

H.R.  2  would  also  give  Congress  the  opportunity  to  review  pro- 
grams that  have  heretofore  not  been  reauthorized.  In  this  category, 
the  best  example  is  the  Office  of  Workers'  Compensation  Programs, 
which  earned  the  distinction  of  being  labeled  the  most  inefficient 
Federal  agency  in  a  recent  White  House  survey  of  congressional 
attitudes  toward  the  Federal  bureaucracy.  I  have  called  the  OWCP 
the  least  responsive,  most  inefficient  and  least  competent  of  any 
Federal  program  with  which  I  have  dealt.  But,  without  a  mecha- 
nism to  force  the  Congress  to  review  an  agency  like  OWCP,  which 
has  a  permanent  authorization,  there  is  a  strong  likelihood  that 
even  this  most  inept  of  agencies  will  continue  on  interminably 
without  significant  change. 

Once  again,  I  urge  my  colleagues  on  this  committee  to  act  expe- 
ditiously to  approve  sunset  legislation  to  make  the  Federal  Govern- 
ment more  efficient,  less  costly,  and  less  burdensome  to  the  Ameri- 
can people. 

STATEMENT  OF  HON.  LESTER  L.  WOLFF,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Wolff.  Mr.  Chairman  and  members  of  the  Subcommittee  on 
the  Legislative  Process.  I  am  very  appreciative  of  the  opportunity 
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to  present  this  short  statement  in  support  of  H.R.  2,  the  Sunset  Act 
of  1979. 

I  would  also  like  to  take  this  opportunity  to  acknowledge  the 
extremely  hard  work  of  the  authors  of  the  legislation,  Mr.  Blan- 
chard  of  Michigan,  Mr.  Mineta  of  California,  and  Mr.  Gephardt  of 
Missouri.  Their  efforts  to  pass  this  legislation  have  spanned  a 
number  of  years.  Through  their  perseverance  and  hard  work,  the 
legislation  which  the  subcommittee  is  considering  has  gained  the 
support  of  over  180  Members  of  the  House  of  Representatives.  I  am 
very  proud  to  have  joined  the  effort  to  pass  a  sunset  bill  by  cospon- 
soring  this  legislation. 

The  time  has  come  for  the  Congress  of  the  United  States  to  take 
a  bold  but  necessary  step.  The  time  has  come  for  this  body  to 
assume  the  responsibility  for  developing  a  process  whereby  we  can 
comprehensively  review  and  evaluate  all  of  the  Federal  spending 
programs.  This  is  of  critical  importance  when  inflation  and  govern- 
ment spending  is  first  and  foremost  on  the  minds  of  the  American 
people.  A  noted  author  once  stated,  "The  nearest  thing  to  immor- 
tality in  this  world  is  a  government  bureau."  Not  only  have  the 
bureaus  themselves  become  immortal,  but  a  number  of  programs 
administered  by  the  bureaus  seem  to  have  an  aura  of  immortality 
about  them.  Congress  must  tackle  the  responsibility  of  changing 
this  perceived  attitude  by  implementing  a  workable  process  that 
would  allow  wasteful  and  ineffective  programs  to  terminate. 

The  legislation  being  discussed  would  provide  the  Congress  with 
the  much  needed  tools  to  comprehensively  review  Federal  spending 
programs  by  developing  an  evaluation  process.  Central  to  the  proc- 
ess is  a  10-year  cycle  for  which  all  Federal  spending  programs  must 
be  renewed  and  reviewed.  Within  each  cycle  of  review.  Federal 
programs  will  be  evaluated  in  terms  of  cost,  efficiency,  effective- 
ness, and  duplication.  The  bill  would  also  terminate  funding  for 
any  program  which  is  not  reauthorized.  The  legislation  also  puts 
into  place  a  number  of  other  mechanisms  that  would  greatly  en- 
hance congressional  oversight  responsibility  over  the  Federal  pro- 
grams. For  example,  a  Citizens  Commission  on  the  Organization 
and  Operation  of  Government  would  be  established  that  would 
study  the  efficiency  and  effectiveness  of  Government  programs. 

During  my  14  years  in  the  Congress,  I  have  seen  an  enormous 
growth  in  the  amount  of  Federal  spending  and  in  the  number  of 
Federal  regulations.  Both  occurences  have  caused  me  much 
dismay.  H.R.  2  would  address  these  issues  in  a  number  of  ways. 
First,  by  comprehensively  reviewing  Federal  spending  programs,  a 
decrease  in  Government  expenditures  could  result  due  to  either  the 
termination  or  revision  of  duplicate  and  ineffective  programs. 
Second,  there  are  provisions  in  the  legislation  that  require  the 
President  to  submit  to  Congress  a  report  outlining  all  of  the  pro- 
grams scheduled  for  reauthorization  in  hopes  of  identifying  con- 
flicting regulations.  H.R.  2  would  also  require  the  President  to 
submit  a  legislative  reform  plan  for  each  of  the  16  regulatory 
agencies.  I  feel  these  particular  provisions  get  to  the  heart  of  two  of 
our  biggest  governmental  problems — Federal  spending  and  overre- 
gulation. 

Examples  of  overlapping  and  wasteful  programs  are  common- 
place throughout  the  Government.  These  duplicative  programs,  if 
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they  were  consolidated  or  abolished,  could  save  the  Government 
and  the  taxpayers  millions  of  dollars.  Tax  dollars  could  be  saved, 
for  example,  if  there  as  a  consolidation  of  the  three  disaster  assist- 
ance programs  administered  separately  by  the  Farmers  Home  Ad- 
ministration, the  Small  Business  Administration,  and  the  Federal 
Disaster  Assistance  Administration.  There  needs  to  be  some  type  of 
comprehensive  review  of  the  community  development  programs 
also.  The  General  Accounting  Office  found  that  out  of  the  196 
programs  targeted  entirely  or  in  part  for  community  development, 
only  19  were  administered  by  the  executive  agency  most  responsi- 
ble for  community  development — the  Department  of  Housing  and 
Urban  Development.  These  are  just  two  of  the  many  reasons  why 
sunset  is  needed. 

Mr.  Chairman,  in  reality  many  of  our  Federal  programs  have 
become  for  the  most  part  immortal.  Over  70  percent  of  the  Federal 
dollars  go  to  programs  with  indefinite  authorizations.  We  in  this 
Congress  must  carry  the  burden  of  actively  and  judiciously  examin- 
ing the  existing  Federal  programs,  in  particular  those  programs 
which  for  some  reason  have  escaped  our  periodic  review.  The 
American  people  deserve  to  know  that  a  mechanism  for  evaluating 
programs  does  exist  within  the  Congress  of  the  United  States.  The 
American  people  must  be  assured  that  duplicate  and  wasteful  pro- 
grams are  not  immortal  but  can  be  terminated.  The  days  ahead  for 
the  subcommittee  will  be  difficult  ones  as  you  begin  to  deal  with 
this  complicated  and  mammoth  task.  I  am  confident  and  hopeful, 
however,  that  the  subcommittee  will  develop  a  logical  and  work- 
able piece  of  sunset  legislation  based  on  the  provisions  in  H.R.  2. 

Again,  thank  you  for  the  opportunity  to  present  my  views  on  this 
important  issue. 

[Statement  of  Senator  William  V.  Roth,  Jr.,  in  the  form  of  a 
letter,  follows:] 
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April  4,  1979 


The  Honorable  Gillis  W.  Long 

Chairman 

Subcommittee  on  the  Legislative  Process 

2445  Rayburn  House  Office  Building 

Washington,  D.C.   20515 

Dear  Congressman  Long: 

I  would  like  to  submit  the  following  statement 
for  the  April  4,  1979,  hearing  record  on  the  subject  of 
"sunset"  and  program  review  legislation: 

Mr.  Chairman,  I  appreciate  this  opportunity  to 
comment  on  a  subject  which  has  been  of  great  interest  to 
me  over  the  past  few  years. 

The  concept  of  Sunset  legislation  has  received 
a  great  deal  of  attention  and  momentum  since  Senator  Muskie 
and  I  authored  a  proposal  some  three  years  ago  to  confront 
the  need  for  tighter  control  over  our  national  budget.   I 
am  optimistic  the  proposal  Senator  Muskie  and  I  submitted 
to  this  Congress,  S.2,  will  now  be  approved. 

Mr.  Chairman,  there  are  few  more  pressing  needs 
facing  this  Congress  than  to  strengthen  the  control  we 
exercise  over  spending  for  federal  programs.   The  American 
public  deserves  and  will  be  satisfied  with  nothing  less  than 
careful  scrutiny  over  every  federal  program  expenditure.   I 
am  convinced  that  we  must  adopt  procedures  to  assure  the 
operations  of  the  federal  governm.ent  are  periodically 
reviewed  and  measured  against  tough  standards  of  performance. 
The  taxpaying  citizens  of  this  nation  are  demanding  stronger 
controls  over  our  vast  national  budget  and  expanding  national 
debt.   I  believe  that  carefully  crafted  processes  we  have 
set  forth  in  S.2  will  help  us  to  exercise  such  control. 

Under  the  procedures  in  our  legislation,  the  "sun" 
would  set  on  outmoded,  inefficient  or  poorly  functioning 
government  programs.   The  authorizations  for  nearly  every 
government  program  would  automatically  terminate  after  ten 
years  unless  a  convincing  case  was  made  that  the  program 
was  satisfying  its  objectives  at  reasonable  cost.   No 
longer  would  some  government  programs  be  continued  with  a 
wink  of  the  eye  and  a  pat  on  the  head  from  the  gentle 
Congressional  father. 

The  Sunset  process  is  meant  to  insure  that  the 
Congress  exercise  its  oversight  responsibilities  in  a 
tough  and  thorough  manner. 

The  heart  of  the  Sunset  process  is  a  careful 
review  of  spending  for  programs  grouped  together  by  function 
and  subfunction,  and  in  the  process  assure  that  effective 
programs  will  continue  and  ineffective  programs  are  terminated. 
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The  reforms  mandated  by  the  Budget  Act  of  1974 
gave  us  a  better  look  at  total  federal  spending.   Sunset 
will  give  us  an  improved  and  systematic  evaluation  of 
program  effectiveness.   It  will  make  us  ask  the  administrators 
of  programs  not  just  "llow  and  where  did  you  spend  your  money?" 
but  also  "How  well  did  you  spend  your  money  and  in  what  ways 
did  you  achieve  the  goals  your  programs  were  designed  to 
fulfill?" 

Sunset  legislation  would  drastically  change  many 
of  the  assumptions  made  about  the  way  Congress  spends  the 
tax  dollars  of  our  citizens.   It  would  end  the  unspoken 
rule  that  money  spent  on  a  program  in  one  year  must  be 
continued  or  increased  the  following  year.   There  would  be 
no  permanent  budget  authority  for  spending  which  places 
government  programs  effectively  beyond  thorough  periodic 
review.   A  new  rule  of  program  spending  would  be  adopted: 
Only  after  a  program  is  shown  to  be  cost-effective  and 
achieving  its  objectives,  will  it  be  renewed. 

There  is  always  the  risk,  of  course,  that  the 
proposed  Sunset  process  will  be  too  rigid.   The  termination 
and  review  cycle  in  S.2,  however,  provides  a  firm  schedule 
for  review,  yet  retains  flexibility  for  Congressional 
committees  in  the  performance  of  their  oversight  role. 
The  Sunset  process  we  have  devised  establishes  an  action- 
forcing  mechanism  that  demands  periodic  review  but  permits 
committees  to  exercise  considerable  discretion  in  the 
manner  in  which  such  reviews  are  carried  out. 

While  I  am  convinced  of  the  urgent  need  to  adopt 
Sunset  legislation,  I  am  very  concerned  about  the  proposals 
being  suggested  by  some  members  of  Congress  which  would 
bring  tax  expenditures  under  the  Sunset  review  and  termination 
procedures . 

I  am  opposed  to  any  provision  which  allows  such 
a  review.   Sunset  legislation  which  includes  the  threat  of 
termination  of  tax  expenditure  provisions  is  far  more 
disruptive  to  the  economy  than  is  the  threat  of  termination 
of  federal  programs.   Investments  will  be  curtailed  if 
there  is  uncertainty  as  to  the  continuation  of  certain  tax 
expenditure  provisions.   This  reduction  in  investments  will 
have  a  negative  impact  on  the  growth  of  the  economy  and 
the  creation  of  jobs,  both  of  which  are  heavily  dependent 
upon  new  capital  investments.   Tlie  threat  of  termination 
would  encourage  sliort-term  investment,  rather  than  the 
long-term  invest]nent  tliis  country  needs  to  increase  its 
product  ivity . 

On  the  basis  of  the  potentially  catastrophic 
economic  consequences,  tax  incentives  must  not  be  subjected 
to  the  Sunset  process.   In  drafting  S.2,  we  realized  that 
the  possible  termination  of  certain  programs  might  seriously 
harm  our  economy,  and  therefore,  exempted  such  programs 
from  the  Sunset  process. 

The  very  principle  of  the  Sunset  legislation  is 
that  the  government  has  no  prior  claim  on  the  taxpayer's 
money.   The  Muskie/Roth  legislation,  S.2,  aims  to  eliminate 
indefensible  government  claims  on  the  taxpayer's  money. 
Including  tax  expenditures  in  the  Sunset  process  would 
defeat  the  very  purpose  of  the  legislation.   It  assumes 
the  taxpayer's  income  belongs  to  the  government  and  the 
taxpayer  has  no  right  to  his  own  income. 
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I  believe  the  governnient  has  no  prior  right  to 
a  taxpayer's  income,  and  so  the  government  should  not  be 
viewed  as  having  a  claim  on  money  it  does  not  take  from 
tlie  taxpayers. 

In  conclusion,  our  failure  to  manage  our  budget 
resourcefully  and  achieve  program  goals  is  a  serious  national 
failing.   The  Congress  must  fulfill  its  responsibility  to 
the  American  people  by  confronting  this  problem  and  narrow- 
ing the  gap  between  government  performance  and  public 
expectation.   The  public  has  a  right  to  expect  its  government 
to  be  wise  and  frugal  with  its  tax  dollars. 

The  unmet  promises  of  government  programs  reduce 
the  credibility  of  Congress  and  the  confidence  of  our 
citizens  in  their  government.   I  urge  this  Subcommittee 
to  carefully  review  the  Sunset  proposals,  to  accept  the 
responsibilities  mandated  by  S.2,  and  in  the  process, 
restore  the  people's  trust  in  their  government  and  their 
faith  in  our  nation's  future. 

Respectfully  submitted. 


William  V.  Roth,  Jr. 
U.S.  Senate 


IVVR/kkp 


Mr.  Long.  The  meeting  is  adjourned. 

[Whereupon,  at  12:20  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene on  Thursday,  May  10,  1979.] 


SUNSET,  SUNRISE,  AND  RELATED  MEASURES 


THURSDAY,  MAY  10,  1979 

House  of  Representatives, 
Subcommittee  on  the  Legislative  Process, 

Committee  on  Rules, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  in  room 
H-313,  the  Capitol,  Hon.  Leo  C.  Zeferetti  presiding. 
Present:  Representatives  Zeferetti,  Beilenson,  and  Derrick. 
Mr.  Zeferetti.  The  subcommittee  will  come  to  order. 
It  has  been  requested  that  some  photographs  be  taken  and  a  tape 
be  made  of  the  hearing.  Without  objection,  it  is  so  ordered. 

OPENING  STATEMENT  OF  HON.  LEO  C.  ZEFERETTI,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Zeferetti.  This  morning  we  continue  our  hearings  on  legis- 
lation to  improve  program  review  by  the  Congress.  The  recent 
debate  on  the  first  budget  resolution  illustrates  the  national  con- 
cern over  the  rising  costs  of  Government.  As  the  expense  of  con- 
tinuing established  programs  increases  each  year,  fewer  funds  are 
available  for  new  initiatives.  We  must  do  a  better  job  of  reviewing 
and  improving  upon  current  programs  before  proposing  new  ones. 

It  is  also  important  to  keep  in  mind  what  the  experts  tell  us: 
Evaluating  a  program  is  not  difficult.  The  real  job  lies  in  using  this 
information. 

The  goal  of  these  proceedings  is  to  develop  a  practical  and  effec- 
tive system  for  program  review.  I  have  long  been  interested  in 
finding  ways  to  increase  the  efficiency  of  Government  and  am  thus 
encouraged  by  the  diversity  of  proposals  being  offered  in  these 
hearings.  On  April  5,  we  heard  testimony  from  the  sponsors  of  the 
sunset  approach  to  program  review.  Today  we  look  forward  to 
learning  of  a  different  approach,  that  offered  by  our  colleague  on 
the  subcommittee,  Mr.  Derrick  of  South  Carolina. 

I  am  also  encouraged  by  the  fact  that  the  gentleman  from  South 
Carolina  will  be  with  us  as  a  member  of  the  subcommittee  during 
these  deliberations.  He  joins  the  Committee  on  Rules  with  consider- 
able experience  in  this  subject  area.  As  chairman  of  the  Task  Force 
on  Budget  Process  of  the  Committee  on  the  Budget,  in  the  last 
Congress,  he  has  thought  long  and  hard  on  the  problems  of  over- 
sight and  program  review.  I  am  certain  he  will  be  of  invaluable 
assistance  in  the  months  ahead. 

I  might  add  that  we  welcome  your  testimony  this  morning. 

(77) 
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STATEMENT  OF  HON.  BUTLER  DERRICK,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  SOUTH  CAROLINA 

Mr.  Derrick.  Thank  you,  Mr.  Chairman. 

I  am  very  pleased  to  have  the  opportunity  to  discuss  with  my 
colleagues  the  Legislative  Oversight  Act  of  1979,  which  I  originally 
introduced  in  January  1978,  and  again  introduced  this  past  Janu- 
ary. 

I  have  material  on  the  bill  which  I  would  like  to  submit  for  the 
record. 

Mr.  Zeferetti.  Without  objection,  the  entire  testimony  will  be 
submitted  as  part  of  the  record. 

Mr.  Derrick.  This  morning,  I  would  like  to  describe  the  princi- 
ples that  underlie  the  bill  and  talk  with  you  about  how  it  would 
operate. 

The  demand  for  effective  congressional  oversight  continues  to 
grow  since  I  appeared  before  you  to  discuss  the  Legislative  Over- 
sight Act  in  1978.  In  the  96th  Congress,  over  300  Members  have 
cosponsored  more  than  40  proposals  to  improve  our  oversight  ac- 
tivities. The  Legislative  Oversight  Act  itself  now  has  over  120 
cosponsors. 

Over  and  over,  we  hear  from  our  constituents  the  complaint  that 
we  have  created  and  maintained  a  large  array  of  programs  that 
are  ineffective,  inefficient,  duplicative,  and  wasteful  of  our  increas- 
ingly scarce  resources.  Our  people  express  resentment  at  paying 
out  more  of  their  hard-earned  money  in  taxes  to  support  these 
programs,  and  at  our  failure  to  reduce  inflationary  pressures  by 
eliminating  ineffective  programs  that  add  needlessly  to  the  Federal 
deficit.  We  owe  it  to  our  constituents  to  fashion  a  procedure  which 
will  allow  needed,  successful,  high-priority  programs  to  be  support- 
ed and  expanded,  but  which  will  identify  programs  which  should  be 
modified  or  terminated  because  they  are  not  achieving  desired 
goals.  This  is  the  purpose  of  the  Legislative  Oversight  Act. 

My  involvement  with  the  problem  of  enhancing  the  effectiveness 
of  congressional  review  of  Federal  programs  began  3  years  ago, 
during  my  service  with  the  Budget  Committee.  We  were  asked  by 
Mr.  Madden,  former  chairman  of  this  committee,  to  assess  the 
strengths  of  the  various  sunset  and  zero-base  budgeting  proposals. 
We  held  several  days  of  hearings,  received  testimony  and  state- 
ments from  many  of  our  colleagues  in  the  House,  from  interest 
groups,  the  Congressional  Budget  Office,  and  other  expert  wit- 
nesses. Brock  Adams,  then  chairman  of  the  Budget  Committee,  in 
summarizing  our  findings  for  Mr.  Madden  said:  "While  the  theory 
and  thrust  of  zero-base  budgeting  and  sunset  legislation  are  laud- 
able and  needed,  there  are  many  pitfalls  in  this  complex  area." 

After  those  hearings,  the  Budget  Committee  carefully  examined 
many  legislative  proposals,  the  experience  of  several  State  govern- 
ments, and  sought  the  council  of  numerous  experts.  From  this 
background  the  Legislative  Oversight  Act  was  developed.  In  draft- 
ing our  proposal,  we  adopted  several  design  principles  which  we 
felt  essential  to  an  effective  and  economical  approach: 

First,  that  substantial  improvement  in  congressional  oversight 
has  to  begin  at  the  front  end  of  the  legislative  process.  When  bills 
are  drafted  to  create  or  reenact  programs,  it  is  imperative  that  a 
concise  statement  of  specific  program  objectives  be  adopted.  It  is 
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unrealistic  to  attempt  to  determine  whether  a  program  is  working 
as  intended  if  there  is  no  clear  agreement  on  what  it  was  supposed 
to  do  when  it  was  started. 

Second,  that  the  responsibility  for  defining  the  criteria  of  success 
or  failure  of  a  program  rests  with  the  Congress,  and  should  not  be 
delegated  to  other  branches  of  Government  or  to  staff  organiza- 
tions. The  initial  responsibility  for  defining  the  criteria  must  lie 
with  the  committees  of  the  Congress,  whose  recommendations  will 
be  subject  to  debate  and  amendment. 

Third,  that  an  effective  oversight  and  evaluation  process  must, 
over  time,  weed  out  wasteful,  obsolete,  and  ineffective  programs, 
but  must  do  so  without  arbitrarily  disrupting  current  programs, 
the  bulk  of  which  are  sound  and  successful. 

Fourth,  that  the  achievement  of  useful  results  from  improved 
oversight  procedures  must  involve  both  the  executive  and  legisla- 
tive branches,  and  the  procedures  themselves  must  be  compatible 
with  the  annual  budget,  authorization  and  appropriation  cycle,  and 
with  existing  legislative  systems  and  workloads. 

Fifth,  that  enactment  of  an  oversight  bill  can  only  be  the  begin- 
ning of  an  educational  process  whose  fruits  will  mature  as  Con- 
gress gains  experience  in  making  the  process  work.  No  procedural 
mechanism  can  force  improved  oversight,  but  we  can  provide  much 
better  tools  which  a  sincere  and  willing  Congress  may  use  to  in- 
crease substantially  the  effectiveness  of  its  oversight  activities,  if  it 
really  wants  to  do  so. 

Sixth,  that  an  improved  legislative  oversight  process  must  reduce 
the  amount  of  paper  which  Congress  and  its  staff  must  read  to 
learn  the  effectiveness  of  program  activities.  Any  oversight  process 
change  which  adds  significantly  to  congressional  or  executive  staffs 
and  causes  the  production  of  a  mass  of  new  paperwork  will  accom- 
plish nothing;  the  material  will  simply  not  be  read.  We  already 
suffer  from  an  information  overload;  we  and  our  staff  get  more 
paper  than  we  can  possibly  digest  even  if  we  spent  all  of  our  time 
doing  nothing  but  reading. 

The  bill  we  propose  has  been  very  carefully  constructed  around 
these  design  principles.  It  is  a  brief  piece  of  legislation  which 
requires  very  few  procedural  changes,  and  holds  the  potential  for  a 
reduction  in  paperwork  for  Congress  and  the  executive  branch. 
What  it  does  require  of  the  Congress  is  more  careful  thought  about 
what  we  want  Federal  programs  to  do  and  what  the  measures  of 
program  success  ought  to  be.  The  bill  has  the  following  major 
requirements: 

First,  all  bills  authorizing  spending  or  tax  expenditures  must 
contain  language  which  clearly  specifies  the  program's  objectives 
and  planned  annual  accomplishments,  and  which  directs  the  ad- 
ministering agency  to  provide  annually  specific  information  which 
the  Congress — and  I  emphasize  the  Congress — determines  to  be  key 
indicators  of  the  degree  to  which  objectives  and  accomplishment 
plans  are  being  met. 

Second,  committee  reports  accompanying  bills  must  spell  out  the 
program's  objectives  and  planned  annual  accomplishments  in 
greater  detail,  relate  the  program  and  its  proposed  costs  and  ac- 
complishments to  other  programs  with  similar  objectives — using 
information  available  from  agency  reports  and  from  GAO — and 
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justify  the  need  for,  appropriate  extent  of,  and  expected  duration  of 
Federal  support  of  the  program. 

Third,  at  the  time  of  program  reauthorization,  committee  reports 
must  also  contain  an  overall  assessment  of  the  extent  to  which  the 
program  has  achieved  its  stated  objectives. 

Fourth,  brief  agency  reports  on  the  key  indicators  of  program 
success,  which  Congress  will  set  forth  in  the  authorizations,  must 
be  submitted  annually  and  would  be  required  to  contain  informa- 
tion on  program  costs  and  accomplishments  that  permit  meaning- 
ful comparisons  against  stated  objectives  and  to  other  programs 
having  similar  objectives. 

Fifth,  the  President  must  briefly  describe  the  relationship  be- 
tween his  annual  recommendations  on  program  budgets  and  the 
reported  program  accomplishments. 

Sixth,  bills  authorizing  new  budget  authority  or  tax  expenditures 
could  not  be  effective  for  more  than  5  years. 

I  have  described  the  basic  provisions  of  the  bill.  I  would  now  like 
to  highlight  some  of  the  conceptual  and  operational  differences 
between  my  bill  and  the  sunset  proposals.  I  have  the  greatest 
respect  for  the  position  of  my  colleagues  who  support  the  sunset 
bills  because  I  am  certain  that  they  and  I  and  the  many  cosponsors 
of  my  bill  are  working  toward  identical  goals.  There  are  several 
fundamental  conceptual  differences  in  our  approaches,  however, 
and  I  believe  strongly  that  over  time  the  Legislative  Oversight  Act 
approach  will  prove  more  effective  in  achieving  our  common  goals. 

You  will  note  that  we  would  not  terminate  existing  programs. 
We  do  not  believe  that  most  Government  programs  are  defective  or 
that  defects  are  sufficiently  widespread  to  warrant  the  procedural 
workload  involved  in  terminating  and  reestablishing  existing  pro- 
grams. We  would  put  a  time  limit  on  future  authorizations  of 
budget  authority  or  tax  expenditures.  However,  the  authorizations 
which  would  become  subject  to  this  time  limit  would  include  the 
crucial  statement  of  objectives  and  annual  reporting  requirements 
that  will  allow  continuing  oversight  of  program  design.  If  problems 
develop  in  these  programs,  they  should  become  apparent  relatively 
quick  under  the  procedures  of  our  bill,  and  improvements  could  be 
made  immediately  and  continually  throughout  the  period  of  the 
authorization. 

Thus,  lengthy  reports  and  program  review  exercises  would  not  be 
required  in  order  to  prepare  for  renewal  of  authorizations.  Our  bill 
provides  the  means  for  an  orderly,  ongoing  review  process,  without 
large  workload  peaks  for  Congress  or  the  executive  branch,  and 
which  is  fully  compatible  with  recent  authorization,  appropriation, 
and  budget  process  time  cycles. 

A  fundamental  characteristic  of  our  bill  is  that  it  does  not 
depend  upon  after-the-fact — and  I  emphasize  that  "after-the-fact" — 
program  review  exercises.  The  key  to  meaningful  improvements  in 
program  oversight  is  making  the  decisions  up  front  about  specific 
program  objectives  and  what  the  indicators  of  program  success  will 
be.  Continuing,  rapid  review  of  performance  against  objectives  is 
our  key  to  oversight  improvement.  This  mechanism  substitutes  for 
the  potentially  massive,  after-the-fact  program  reviews  which 
would  be  required  under  the  sunset  bills. 
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After-the-fact  reviews,  by  their  very  nature,  have  profound  disad- 
vantages. They  come  late  in  the  life  cycle  of  programs,  defining 
objectives  long  after  programs  have  been  begun,  after  costly  fail- 
ures may  have  occurred,  money  has  been  wasted,  and  client  groups 
have  materialized  which  may  make  desirable  changes  difficult. 
Such  reviews  require  large  investments  of  staff  time  and  paper- 
work which  will  add  to  our  information  overload.  They  will  not 
provide  the  highly  digested  annual  information  feedback  we  need, 
and  which  would  allow  fine  tuning  or  updating  of  program  designs 
and  objectives  as  soon  as  problems  develop  or  conditions  change. 

Our  bill  requires  that  the  reports  accompanying  authorization 
and  tax  expenditure  bills  explain  and  justify  at  the  start  the  rela- 
tionship of  the  program  to  other  programs  having  similar  or  relat- 
ed objectives.  This  provision  achieves  the  intent  that  the  designers 
of  sunset  originally  had  when  they  sought  a  calendar-controlled 
termination  cycle.  Early  sunset  bills  required  all  programs  in  a 
given  budget  functional  category  to  terminate  and  be  reviewed  at 
the  same  time.  Although  the  underlying  purpose  was  sound,  much 
concern  emerged  in  the  Senate  about  the  committee  workload 
peaks  that  would  result.  In  order  to  try  to  smooth  the  workload 
peaks,  the  calendar  was  stretched  out  over  many  more  years,  sub- 
functions  were  reviewed  in  different  years  rather  than  altogether 
within  the  same  function,  and  the  advantage  of  coincident  review 
of  related  areas  was  largely  lost  in  the  version  of  S.  2  that  was 
passed. 

We  believe  a  much  more  practical  and  effective  approach  is  our 
requirement  that  interrelated  programs  be  considered  and  appro- 
priately commented  upon  in  the  reports  accompanying  authoriza- 
tion and  tax  expenditure  bills  as  such  bills  come  up  in  the  normal 
flow  of  legislative  activities.  We  provide  a  mechanism  for  making  it 
practical  to  identify  and  compare  interrelated  programs  at  any 
point  in  time.  We  do  this  by  requiring  production  by  the  General 
Accounting  Office,  in  consultation  with  the  Office  of  Management 
and  Budget,  of  a  catalog  of  interrelated  Federal  activities.  The 
purpose  of  this  catalog  is  basically  different  from  the  program 
inventories  in  the  sunset  bills:  Its  focus  is  on  the  display  of  pro- 
gram interrelationships  and  comparative  output  costs.  There  is  no 
one  scheme  for  organizing  such  a  catalog  that  would  be  appropriate 
to  all  program  interrelationships,  so  cross-indexes  may  be  used  to 
show  relationships  without  lengthy  repetition  of  the  factual  infor- 
mation. 

Even  the  original  sunset  approach  of  reviewing  all  programs  in  a 
single  budget  functional  category  simultaneously  would  be  less  ef- 
fective at  achieving  full  consideration  of  program  interrelation- 
ships, because  such  relationships  often  involve  more  than  one 
budget  function.  Our  approach  is  more  flexible  and  provides  a 
better  mechanism  for  insuring  that  necessary  interrelationships 
are  identified  for  analytical  purposes. 

Most  of  the  information  for  the  catalog  will  be  available  in  the 
annual  agency  reports,  so  development  of  the  catalog  should  not 
involve  an  extensive  research  effort  by  the  General  Accounting 
Office.  Much  of  the  relevant  information  is  already  available  in 
scattered  sources,  and  could  be  drawn  upon  in  assembling  initial 
editions  of  the  catalog.  As  more  programs  become  subject  to  the 
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provisions  of  the  Legislative  Oversight  Act  and  more  of  the  re- 
quired information  is  reported  on  an  annual  basis  by  the  agencies, 
there  would  be  less  and  less  for  the  General  Accounting  Office  to 
do  in  order  to  assemble  the  catalog  data. 

You  will  note  that  our  bill  exempts  no  programs  from  any  of  its 
provisions,  although  it  does  provide  specific  protection  to  individ- 
uals who  are  owed  money  by  the  Federal  Govenment.  We  included 
this  narrow  protection  because  it  involves  contractual  obligations 
of  the  Government.  Exemptions  of  programs  as  such  are  not  neces- 
sary or  desirable  under  the  design  of  our  bill  for  several  specific 
practical  reasons: 

First,  since  we  do  not  require  termination  of  existing  programs, 
most  of  the  exemptions  from  termination  which  the  Senate  insert- 
ed in  the  sunset  bill  are  simply  irrelevant  under  our  bill.  There  is  a 
trend  now  toward  short-term  authorizations  anyway,  in  both  new 
and  old  programs;  for  example,  the  Justice  Department  has  recent- 
ly been  put  on  an  annual  authorization.  If  an  exemption  from  the 
time  limit  were  to  be  appropriate  in  some  unique  and  unforesee- 
able circumstance,  it  could  be  accomplished  even  under  our  bill 
through  standard  wavier  procedures. 

Second,  more  significantly,  however,  we  believe  that  the  proce- 
dures of  the  oversight  bill  must  be  absolutely  neutral  toward  pro- 
grams. We  do  not  believe  that  there  can  be  a  fair  or  workable  way 
to  single  out  programs  for  favored  treatment.  We  see  no  way  to 
exempt  programs  which  would  not  lead  to  demands  for  more  and 
more  exemptions  for  everybody's  favorites.  If  exemptions  are  pro- 
vided, the  orderly  and  comprehensive  oversight  plan  we  propose 
would  inevitably  be  significantly  weakened,  just  as  the  exemptions 
have  sharply  undercut  the  intended  action-forcing  role  of  the  more 
drastic  termination  procedures  of  the  sunset  bills. 

Where  the  bill  is  neutral  toward  programs  by  avoiding  exemp- 
tions, it  is  similarly  neutral  by  avoiding  singling  out  programs  for 
special  review.  People  have  questioned,  for  example,  why  we  did 
not  require  intensive  review  of  regulatory  programs,  or  the  so- 
called  "permanently  authorized"  programs,  or  other  matters  of 
special  interest  to  Members  at  this  particular  moment.  There  are 
two  major  reasons: 

First,  there  is  great  value  in  presenting  to  the  Congress  a  reada- 
ble, even-handed  piece  of  legislation  with  a  single  understandable 
purpose:  To  establish  the  tools  for  achieving,  over  time  and  in  an 
orderly  fashion,  fundamentally  improved  oversight  of  all  programs. 

Second,  when  Congress  becomes  particularly  concerned  about  the 
functioning  of  older  programs,  Congress  does  review  them  and 
amend  their  design.  Recent  examples  include  transportation  regu- 
lation and  by  far  the  largest  of  the  permanent  programs,  social 
security.  New  authorizations  associated  with  amendments  to  cur- 
rent programs  would  subject  them  to  the  provisions  of  my  bill  in 
an  orderly  fashion,  consistent  with  congressional  priorities  and 
schedules,  and  would  make  for  greatly  improved  oversight  in  the 
future. 

The  provisions  of  our  bill  do  not  by  any  means  fail  to  provide  for 
review  of  past  actions  on  current  programs,  but  quite  frankly  our 
bill  focuses  on  the  future.  We  do  not  believe  that  Congress  has 
done  so  bad  a  job  on  past  legislation  that  only  the  precipitous  and 
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costly  device  of  sunset  can  cure  the  ills.  Congress  has  by  and  large 
done  a  reasonable  job  in  the  design  and  monitoring  of  programs. 
However,  it  can  do  much  better  in  the  future. 

If  we  are  careful  and  do  not  try  to  bite  off  more  than  the 
Congress  can  chew,  we  can  enact  a  practical  and  workable  over- 
sight system  which  will,  over  time,  result  in  more  effective  and 
responsive  Federal  programs,  better  distribution  of  scarce  resources 
to  emerging  priorities,  and  better  monitoring  of  the  cost  of  pro- 
grams to  individuals  and  to  the  Nation  in  comparison  to  the  bene- 
fits achieved. 

Thank  you.  I  will  be  pleased  to  try  to  answer  any  questions  my 
colleagues  may  have. 

Mr.  Zeferetti.  Thank  you,  Mr.  Derrick.  Your  testimony  has  been 
most  informative  and  helpful.  There  will  be  some  questions  along 
with  some  written  questions  that  we  will  submit  and  appreciate 
your  responding  in  writing. 

Mr.  Derrick.  I  would  be  delighted  to  respond,  Mr.  Chairman. 

[A  supplementary  statement  of  Hon.  Butler  Derrick  follows:] 

Supplementary  Statement  of  Hon.  Butler  Derrick,  a  Representative  in 
Congress  From  the  State  of  South  Carouna 

I  have  described  in  my  oral  statement  this  morning  the  principles  that  underlie 
the  Legislative  Oversight  Act,  its  operational  requirements,  and  some  comparisons 
of  the  differences  in  approach  and  concept  as  compared  to  the  sunset  bills.  In 
addition,  I  would  like  to  include  in  the  record  further  information  on  the  signifi- 
cance and  application  of  some  of  the  bill's  provisions. 

strengthening  program  effectiveness 

If  the  objectives  and  annual  accomplishment  plans  for  activities  being  authorized 
are  clearly  stated  in  the  authorizing  legislation,  as  the  Legislative  Oversight  Act 
requires,  the  job  of  measuring  performance  for  the  purposes  of  legislative  oversight 
becomes  much  simpler  than  the  task  traditionally  faced  by  program  evaluators. 
Brief  and  specific  agency  reporting  requirements  would  also  be  established  which 
will  tell  Congress  the  degree  to  which  stated  key  objectives  are  being  met,  and 
which  program  components  are  most  effective.  The  agency  reports  will  tell  Congress 
how  the  success  of  an  individual  program  compares  with  the  success  of  other 
Federal  programs  having  similar  or  related  objectives.  The  brief  reports  will  provide 
the  baisis  for  a  "management  by  exception"  approach  to  legislative  oversight.  Where 
objectives  are  being  met,  a  minimum  of  effort  may  be  devoted  to  further  oversight. 
Detailed  oversight  activities  can  be  directed  to  those  areas  where  objectives  are  not 
being  niet,  and  specifically  to  a  determination  of  whether  changes  are  needed  in  the 
legislation  affecting  program  design,  objectives  or  anticipated  accomplishments.  Fur- 
thermore, the  agency  reports  can  describe  the  relevant  efficiency  of  a  Federal 
program  as  the  instrument  for  fulfilling  the  established  objectives  in  those  cases 
where  State  or  local  governments  or  the  private  sector  also  have  activities  with 
similar  objectives. 

Frequently,  major  authorizations  establish  several  activities  which  operate  inde- 
pendently to  achieve  a  common  objective.  The  Legislative  Oversight  Act  would 
require  information  comparing  costs  and  accomplishments  of  the  activities  compris- 
ing programs,  which  would  serve  as  a  powerful  tool  for  strengthening  program 
effectiveness.  The  annual  reporting  requirements  will  provide  a  means  by  which 
relatively  ineffective  programs  and  program  components  can,  over  time,  be  identi- 
fied and  weeded  out  and  budget  resources  concentrated  on  the  activities  that  are 
most  successful  in  accomplishing  established  objectives.  The  annual  reports  make  it 
possible  to  make  appropriate  shifts  of  budget  resources  in  the  annual  budget  cycle; 
this  annual  information  feedback  and  action  opportunity  provided  by  the  Legislative 
Oversight  Act  are  a  significant  difference  from  the  generally  long  delayed  reviews 
that  would  occur  under  proposed  sunset  procedures. 

Congress  would  pinpoint,  in  the  statements  of  objectives  and  planned  annual 
accomplishments,  and  the  eissociated  agency  reporting  requirements,  a  small 
number  of  key  indicators  which  it  considers  the  most  meaningful  measures  of 
success  in  meeting  objectives.  The  statements  of  objectives  and  the  reporting  re- 
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quirements  would  be  designed  to  insure  comparable  measurements  for  activities 
having  similar  or  related  objectives,  so  that  the  success  of  the  various  activities  can 
be  compared.  They  would  focus  on  the  highest  level  description  of  program  objec- 
tives that  will  be  useful  to  the  Congress  for  oversight  purposes;  that  is,  the  ultimate 
specific  accomplishment  or  output  measures  most  likely  to  be  indicators  of  success- 
ful program  design.  The  focus  should  not  be  on  the  details  of  administration  or 
execution.  The  statements,  the  reporting  requirements,  and  the  reports  themselves 
should  be  very  brief.  They  will  involve  careful  thought,  but  little  paperwork. 

BREVITY  IS  ESSENTIAL 

Congress  must  specify  as  concise  and  quantitative  agency  reporting  requirements 
as  practicable  in  authorization  and  tax  expenditure  laws.  The  reports  should  com- 
pare the  relative  accomplishments  and  costs  of  the  major  activities  directed  toward 
the  authorization  or  tax  expenditure  objectives,  and  the  degree  to  which  the  pro- 
gram is  meeting  the  specific  objectives  and  planned  annual  accomplishments  set 
forth  in  the  law.  In  those  cases  where  programs  with  similar  or  related  objectives 
are  conducted  by  state  and  local  governments  and  by  the  private  sector,  compari- 
sons of  costs  and  accomplishments  between  such  programs  and  the  programs  set 
forth  in  the  authorizing  legislation  would  be  requested.  In  order  to  assist  the 
Congress  in  determining  whether  programs  should  be  reauthorized,  modified,  or 
discontinued,  the  agency  reports  submitted  in  the  year  preceding  the  expiration  of 
multiyear  program  authorizations  will  summarize  significant  findings  in  each 
annual  report  submitted  since  the  authorization  or  tax  expenditure  was  enacted. 

It  is  important  to  guard  against  precipitating  a  flood  of  paperwork  as  a  result  of 
this  reporting  requirement.  The  Congress  does  not  have  time  to  read  great  masses  of 
paper,  and  it  has  no  desire  to  burden  executive  agencies  with  a  requirement  to 
compile  voluminous  material.  The  reports  should  address  the  specific  questions  that 
the  authorizing  legislation  requires  the  agency  to  answer.  The  committees  which 
draft  authorization  and  tax  expenditure  legislation  must  consider  carefully  what 
few  facts  will  be  most  indicative  of  the  degree  to  which  objectives  are  being 
achieved.  The  reports  should  not  become  a  forum  for  addressing  detailed  operational 
or  administrative  problems.  Established  oversight  procedures  should  continue  to 
take  care  of  such  matters,  but  the  Legislative  Oversight  Act  provides  the  tools  to 
focus  such  oversight  in  areas  where  problems  are  apparent. 

In  establishing  initial  reporting  requirements  and  in  writing  reports,  it  would  be 
better  to  err  on  the  side  of  brevity  than  to  generate  useless  paper.  If  the  reports  do 
not  contain  as  much  information  as  the  Congress  wants,  more  can  be  requested.  If 
the  reports  contain  too  much,  they  will  be  useless  because  they  will  never  be  read. 

The  bill  requires  that  the  agencies  furnish  their  reports  to  Congress  through  the 
Office  of  Management  and  Budget.  The  purpose  of  involving  0MB  is  twofold:  (1)  The 
bill  requires  the  President  to  consider  the  reports  in  preparing  his  annual  budget; 
and  (2)  it  is  anticipated  that  OMB  instructions  to  the  agencies  on  report  preparation 
will  help  to  insure  the  sharp  focus  and  brevity  essential  for  making  the  documents 
useful. 

REPORTS  ACCOMPANYING  AUTHORIZATION  BILLS 

Reports  accompanying  authorization  and  tax  expenditure  bills  must  describe  the 
objectives  and  planned  annual  accomplishments  in  detail,  including  information  on 
the  relationship  of  the  proposed  activities  to  other  programs  having  similar  or 
related  objectives.  In  addition,  reports  accompanying  legislation  which  reestablishes 
programs  must  contain  an  assessment  of  the  degree  to  which  the  activities  being 
reauthorized  have  met  previously  stated  objectives  and  accomplishment  plans. 

The  information  on  interrelated  programs  will  constitute  an  important  review  of 
current  programs,  irrespective  of  whether  or  not  these  programs  are  due  for  reauth- 
orization. The  reports  will  identify  activities  which  conflict  with,  overlap,  or  dupli- 
cate the  proposed  program,  and  contain  recommendations  for  eliminating  conflict- 
ing or  obsolete  provisions  of  current  law.  This  review  requirement  will  help  Con- 
gress coordinate  and  maximize  the  effectiveness  of  the  many  and  diverse  activities 
frequently  established  for  similar  or  related  purposes.  Activities  with  overlapping 
objectives  have  been  started  without  coordinating  their  relationship  with  one  an- 
other or  comparing  their  relative  effectiveness  in  utilizing  Federal  budget  resources. 
A  major  purpose  of  this  bill  is  to  require  a  careful  review  of  these  program 
interrelationships  to  insure  the  continuing  redirection  of  Federal  budget  resources 
to  meet  pressing  needs  most  effectively. 

Unlike  other  proposals,  the  bill  does  not  require  general  termination  of  existing 
Federal  programs  on  arbitrary  dates  as  a  triggering  device  for  eliminating  duplica- 
tive, overlapping,  and  obsolete  activities.  Such  an  approach  is  too  drastic,  and  would 
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result  in  needless  disruption  of  many  useful  and  well-designed  programs,  and  is 
likely  to  create  an  unmanageable  congressional  workload  for  reenacting  authoriza- 
tions. Congress  would  become  so  caught  up  in  the  mechanics  of  reauthorizing  the 
existing  activities  and  of  planning  reauthorization  reviews,  that  little  time  would  be 
left  for  the  careful  analyses  that  will  be  needed  to  make  the  new  authorizations 
substantially  better  than  the  existing  ones.  Nevertheless,  the  bill  does  not  by  any 
means  ignore  the  necessity  to  review  existing  activities.  Rather,  it  achieves  that 
review  in  an  orderly  fashion  by  the  requirement  for  analyses  and  reports  upon  the 
relationship  of  proposed  new  programs  and  programs  being  reauthorized  to  all 
existing  interrelated  programs,  including  those  with  permanent  authorizations.  Ap- 
propriate changes  in  current  programs  could  be  made  at  this  point  without  the 
problems  associated  with  arbitrary  terminations.  In  addition,  of  course,  amendments 
to  existing  authorizations  would  be  subject  to  all  requirements  of  the  Legislative 
Oversight  Act. 

To  minimize  any  burdens  on  committees  for  securing  the  information  needed  for 
the  reports  accompanying  authorization  and  tax  expenditure  measures,  the  bill 
provides  for  the  General  Accounting  Office  to  assemble  the  required  information. 
Furthermore,  to  minimize  the  burden  upon  GAO,  the  bill  makes  the  brief  annual 
agency  reports  the  foundation  for  the  needed  information.  This  information  re- 
source will  gradually  grow  in  effectiveness  as  more  programs  are  enacted  subject  to 
the  requirements  of  the  bill. 

CATALOG  OF  INTERRELATED  FEDERAL  ACTIVITIES 

The  catalog  of  interrelated  Federal  activities,  including  tax  expenditures  and  off- 
budget  activities,  will  include  such  classification  scheme  or  schemes  as  are  appropri- 
ate to  particular  authorizations  or  tax  expenditures.  A  single  scheme  of  describing 
relationships  will  not  be  adequate,  because  many  programs  have  multiple  objectives 
and  the  same  objectives  are  often  addressed  by  a  number  of  programs.  The  presenta- 
tion problems  is  a  technical  one  which  may  be  solved  through  a  variety  of  ap- 
proaches, the  most  likely  being  a  simple  cross-indexing  system,  with  the  factual 
data  on  a  specific  activity  presented  only  a  single  time.  The  bill  requires  that  the 
Comptroller  General  consult  with  the  Director  of  the  Office  of  Management  and 
Budget  on  the  design  of  the  catalog  because  of  OMB's  expertise  and  responsibilities 
in  the  related  task  of  developing  the  budget  functional  category  presentations. 

The  catalog  should  include  comparisons  of  costs  and  accomplishments  among 
programs  and  activities  having  similar  or  related  objectives,  including,  where  appro- 
priate, activities  outside  of  the  Federal  sector.  The  descriptions  of  program  interre- 
lationships v/ill  make  possible  the  identification  of  duplicative  or  overlapping  pro- 
grams and  activities  and  identify  provisions  of  law  which  authorize  activities  for 
which  funds  were  not  provided  in  the  most  recently  concluded  fiscal  year  and  which 
may  be  obsolete. 

Insofar  as  possible,  the  information  used  in  the  catalog  would  come  from  the 
reports  submitted  by  the  administering  agency.  Where  such  information  is  unavail- 
able, particularly  during  the  initial  years  of  implementation  of  the  Legislative 
Oversight  Act,  before  reporting  requirements  have  been  established  for  many  pro- 
grams, the  GAO  may  have  to  assemble  the  necessary  information  from  other 
available  sources.  Much  of  the  information  required  by  the  act  is  currently  produced 
by  agencies  administering  programs  and  by  other  sources.  The  GAO  would  be 
expected  to  rely  substantially  upon  these  resources  and  avoid  initiating  new  study 
efforts.  Where  significant  information  necessary  for  fulfilling  the  requirements  of 
titles  I  and  II  of  the  Legislative  Oversight  Act  is  found  to  be  unavailable,  the 
absence  of  such  information  may  signal  to  the  authorizing  committees  a  need  to 
impose  appropriate  agency  reporting  requirements  even  before  the  normal  course  of 
events  would  lead  to  the  production  of  such  information  through  new  authorizations 
established  pursuant  to  title  I. 

The  Comptroller  General  is  directed  to  periodically  update  the  catalog  or  sections 
thereof.  A  comprehensive  catalog  will  evolve  over  time;  the  Comptroller  General 
will  concentrate  his  work  on  the  initial  version  of  the  catalog  on  those  activity  areas 
expected  to  receive  earliest  consideration  by  the  Congress.  He  is  further  directed  to 
provide  such  assistance  to  the  committees  of  the  Congress  as  may  be  necessary  for 
fulfilling  the  requirements  of  the  act.  This  requirement  is  consistent  with  the 
program  evaluation  responsibilities  which  GAO  presently  bears  under  section  702  of 
the  Congressional  Budget  Act  of  1974. 

PRESIDENTIAL  BUDGET  RECOMMENDATIONS 

The  program  explanations  which  are  included  in  the  annual  budget  submitted  by 
the  President  would  make  appropriate  brief  references  to  significant  information  in 
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the  agency  reports  required  by  the  Legislative  Oversight  Act.  The  information 
prepared  in  accord  with  the  requirements  of  the  act,  reflecting  Congress'  view  of 
program  objectives,  should  be  considered  by  the  President  early  in  the  annual 
budget  process.  This  information  will  be  useful,  not  only  for  improving  program 
designs,  but  will  also  be  a  valuable  tool  in  annually  reviewing  resource  allocations 
among  activities.  The  President,  of  course,  can  and  does  require  the  agencies  to 
produce  whatever  information  he  desires  for  developing  the  budget.  The  purpose  of 
directing  his  attention  to  the  information  reported  in  accord  with  the  act  is  that  the 
brief  agency  reports  will  provide  information  specifically  on  the  measures  which  the 
Congress  and  the  President,  when  he  signs  the  authorizing  legislation,  have  identi- 
fied and  agreed  upon  as  significant  indicators  of  program  effectiveness. 

It  is  not  intended  that  the  President  place  in  his  budget  a  detailed  analysis  of  the 
agency  reports.  Rather,  the  major  budget  choices  which  are  typically  described  in 
the  budget  documents  should  include  appropriate  brief  references  to  signficant 
information  in  the  agency  reports. 

AUTHORIZATION  TIME  LIMIT;  EFFECTIVE  DATES 

Authorizations  of  new  budget  authority,  new  or  increased  tax  expenditures,  and 
new  spending  authority  will  be  limited  to  a  time  period  not  to  exceed  5  years.  The 
limitation  will  apply  only  to  future  authorization  bills  and  to  new  or  increased  tax 
expenditures.  The  rights  of  persons  to  money  owed  them  by  the  Government  as  a 
result  of  loans  to  the  Government  or  as  a  result  of  participating  in  a  Federal 
program  to  which  they  directly  contribute  funds  are  protected.  All  bills  or  resolu- 
tions authorizing  enactment  of  new  budget  authority,  providing  new  or  increased 
tax  expenditures,  or  providing  new  spending  authority  which  are  introduced  after 
the  end  of  calendar  year  1979,  will  be  subject  to  the  requirements  of  the  act. 

SUGGESTED  APPROACHES  TO  THE  STATEMENTS  OF  OBJECTIVES,  ACCOMPLISHMENT  PLANS, 
AND  AGENCY  INFORMATION  REPORTING  REQUIREMENTS  REQUIRED  BY  TITLE  I 

In  all  probability,  the  forms  of  the  statements  of  objectives,  planned  annual 
accomplishments,  and  reporting  requirements  will  not  be  identical  for  any  two 
authorization  or  tax  expenditure  bills.  However,  the  general  nature  of  the  state- 
ments and  reporting  requirements  that  would  be  appropriate  to  the  purposes  of  the 
Legislative  Oversight  Act  have  been  carefully  considered.  While  a  single  set  of 
guidelines  cannot  cover  all  of  the  diverse  activities  of  the  Federal  Government,  one 
of  the  four  approaches  suggested  below  will  probably  be  found  applicable  to  most 
Federal  activities. 

1.  Activities  whose  benefits  are  primarily  received  by  identifiable  groups  of  indi- 
viduals or  segments  of  the  population,  rather  than  by  all  citizens  in  a  common 
fashion,  might  have  objectives,  annual  accomplishment  measures  and  reporting 
requirements  stated  in  the  following  fashion: 

(a)  The  group  of  individuals  or  the  population  segment  for  whom  the  benefits  of 
the  authorized  activities  are  intended  would  be  specifically  identified,  and  the 
number  of  people  involved  would  be  specified; 

(b)  The  specific  objectives  of  the  intended  benefits  for  the  identified  population 
would  be  stated;  and 

(c)  The  intended  accomplishments  with  respect  to  the  benefiting  population  would 
be  specified  for  each  year  during  which  the  activity  is  authorized  to  be  carried  on 
(in  terms  of  the  percentage  of  the  identified  population  which  is  to  benefit  each  year 
and,  where  appropriate,  the  level  of  benefits  to  be  received  each  year,  with  due 
regard  to  the  possibility  that  it  may  take  several  years  for  a  particular  activity  to 
result  in  a  measurable  benefit). 

For  example,  a  program  authorization  bill  establishing  a  number  of  activities  for 
the  objective  of  reducing  urban  unemployment  would  identify  the  number  and 
location  of  the  individuals  whose  unemployment  is  to  be  reduced,  and  would  specify 
realistic,  intended  annual  accomplishments  in  terms  of  job  placement  for  each  year 
covered  by  the  authorization.  A  number  of  activities  may  be  authorized  eis  part  of  a 
program  for  achieving  the  unemployment  reduction.  The  reports  would  be  required 
to  show  which  activities  or  combination  of  activities  were  most  effective  and  eco- 
nomical in  achieving  the  program  objective.  Success  in  meeting  the  objective  would 
be  measured  in  terms  of  the  reduction  in  unemployment  and  the  number  of  people 
in  the  identified  population  group  placed  in  jobs,  rather  than  the  number  of  people 
participating  in  the  various  activities  which  are  used  to  achieve  the  objective  of 
placing  people  in  jobs. 

2.  Regulatory  activities  primarily  directed  toward  commerce  or  economic  matters, 
consumer  protection,  health  and  safety  protection,  et  cetera  might  have  objectives, 
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annual  accomplishment  measures,  and  reporting  requirements  stated  in  the  follow- 
ing fashion: 

(a)  Separate  objectives  and  output  measures  would  be  set  forth  in  the  authorizing 
legislation  for  activities  intended  primarily  to  benefit  or  protect  the  consumer  of  the 
regulated  product  or  service,  activities  intended  primarily  to  benefit  or  protect  the 
provider  of  the  product  or  service,  activities  intended  primarily  to  protect  the  health 
or  safety  of  the  public  or  of  specific  population  segments,  and  activities  intended 
primarily  to  benefit  specific  industries  or  identifiable  groups  of  industries;  and 

fb)  Insofar  as  practicable,  output  measures  would  include,  but  not  be  limited  to, 
quantitative  matters  demonstrating  monetary  costs  and  monetary  and  social  bene- 
fits to  the  public,  to  identified  population  groups  or  to  consumers,  and  to  the 
providers  of  products  or  services,  as  a  result  of  each  authorized  activity.  The 
required  cost  measures  would  include  the  full  cost  of  each  activity,  including  Feder- 
al, State,  and  local  government  costs,  industry  costs,  and  costs  to  the  ultimate 
purchasers  of  the  products  or  services. 

For  regulatory  activities  which  affect  specific  industries,  the  objectives  and  in- 
tended accomplishments  set  forth  in  the  legislation  would  identify  the  groups  which 
will  be  affected  by  the  activity.  Output  measures  would  be  specified  which  will  show 
the  quantitative  and  qualitative  effects  of  the  regulatory  activity  upon  the  indus- 
tries, upon  affected  workers,  upon  consumers,  and  upon  the  economy.  Appropriate 
economic  measures  would  include  estimated  impact  on  inflation  and  unemployment, 
Gross  National  Product,  balance  of  trade,  and  costs  to  consumers  (including,  where 
appropriate,  differently  affected  classes  of  consumers). 

For  example,  a  regulatory  program  might  have  the  dual  objectives  of  maintaining 
the  economic  viability  of  a  transportation  service  and  protecting  consumers  from 
excessive  or  discriminatory  pricing  associated  with  the  limitations  on  competition 
imposed  to  insure  such  service  viability.  Output  measures  would  be  required  to 
demonstrate  both  the  success  or  lack  of  success  in  maintaining  an  economically 
viable  service,  and  the  effects  of  the  regulation  upon  consumer  costs.  Measurements' 
of  effects  of  the  regulatory  activities  upon  the  economy  would  also  be  required. 

3.  Activities  primarily  directed  toward  research  and  development  for  the  advance- 
ment of  knowledge  might  have  objectives,  annual  accomplishment  measures  and 
reporting  requirements  specified  in  terms  of  the  specific  area  of  knowledge  advance- 
ment addressed  by  the  authorization,  the  general  scope  of  intended  annual  accom- 
plishments, the  levels  of  efforts  to  be  expended  in  each  year,  and  major  fabrication 
milestones,  where  such  milestones  are  fundamental  steps  in  the  initiation  of  activi- 
ties to  advance  knowledge  in  a  specified  area. 

For  example,  an  authorization  whose  objective  is  the  advancement  of  knowledge 
of  disease  immunity  systems  would  include  a  statement  of  planned  levels  of  effort 
and  require  agency  reports  on  the  levels  achieved  and,  where  appropriate,  on  major 
research  findings.  If  the  statement  includes  planned  annual  accomplishments  in 
construction  of  a  major  facility  essential  to  such  study,  the  agency  would  be  re- 
quired to  report  annually  on  the  actual  costs  and  the  degree  of  completion  of  the 
facility. 

4.  For  other  activities  of  Government,  generally  those  activities  such  as  coinage  of 
money,  operation  of  the  Judiciary,  and  national  defense,  where  all  citizens  benefit 
in  an  entirely  common  fashion,  the  objectives,  annual  accomplishment  measures, 
and  reporting  requirements  would  vary  widely  in  their  nature.  They  may  include 
highly  specific  or  relatively  broad  statements  of  objectives  and  accomplishment 
plans,  and  associated  annually  agency  reporting  requirements. 

A  multiyear  authorization  for  money  coinage,  for  example,  may  contain  a  highly 
specific  statement  of  expected  annual  units  of  output  and  cost  per  unit,  and  require 
agency  reports  on  the  production  and  cost  levels  achieved.  For  defense  programs, 
where  the  ultimate  objective  is  to  maintain  peace  but  the  quantitative  evaluation  of 
the  force  structure  necessary  to  accomplish  this  ultimate  objective  is  not  suspectible 
to  prior  measurement,  descriptions  of  the  intended  force  structure  may  constitute 
the  objectives,  and  the  planned  annual  accomplishments  would  be  stated  in  terms  of 
specific  resource  and  activity  levels  needed  to  maintain  the  major  elements  of  the 
force  structure.  The  annual  reporting  requirement  would  then  deal  with  the  agen- 
cy's degree  of  success  in  achieving  the  performance  levels  called  for  in  the  authoriz- 
ing legislation  at  the  cost  levels  anticipated. 

Mr.  Zeferetti.  Your  bill  seems  to  require  evaluation  primarily  of 
new  authorization  on  tax  expenditures.  Doesn't  that  leave  a  big 
hole  with  respect  to  insuring  review  of  a  major  current  and  perma- 
nent program? 
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Mr.  Derrick.  It  does  not,  for  two  reasons:  The  first  is  that  my 
bill  requires  the  focusing  in  on  the  interrelationship  with  other 
programs  as  a  requirement,  and  this  would  bring  into  review  many 
other  ancillary  programs  to  the  one  we  were  considering.  But 
probably  the  main  reason  that  this  is  not  true  is  that  the  large 
programs  come  up  for  revision  irrespective  of  whether  or  not  they 
are  considered  permanent.  When  authorizations  for  such  current 
programs  are  reenacted,  they  would  become  fully  subject  to  the 
provisions  of  my  bill. 

I  had  GAO  look  into  the  matter  and  they  told  us  that  there  are 
36  major  nondefense  programs.  Of  those,  22  are  so-called  perma- 
nents.  However,  14  of  those  22  were  subjected  to  major  amendment 
over  the  last  5  years.  We  must  appreciate  that  these  permanent 
programs  were  major  programs.  GAO  indicates  that  all  14  of  these 
programs  would  have  become  subject  to  the  processes  of  my  bill. 
GAO  added  up  the  budget  authority  associated  with  programs  that 
will  come  up  for  reauthorization  in  the  next  5  years,  and  the 
budget  authority  associated  with  the  permanents  that  have  been 
reauthorized  in  the  past  5  years.  The  total  came  to  about  70  per- 
cent of  the  budget  sample  covered  by  their  analysis — the  sample 
covered  78  percent  of  the  budget.  This  analysis,  in  their  judgment, 
gives  a  reasonable  approximation  of  the  percent  of  the  total  budget 
which  my  bill  is  likely  to  cover  over  a  typical  5-year  period.  I  think 
it  is  reasonable  to  assume  that  all  of  the  major  permanent  pro- 
grams in  a  10-year  period  would  come  under  this  process. 

Let  me  make  a  comparison,  if  I  may,  with  the  current  sunset 
legislation  that  is  before  the  Congress.  No  programs  under  my  bill 
are  exempted.  GAO  tells  us  that  something  like  48  percent  of  the 
budget  is  exempted  from  sunset  under  the  current  sunset  legisla- 
tion. So,  as  you  can  see,  I  think  the  reverse  of  what  you  suggested 
maybe  by  your  question  is  true,  that  my  bill,  H.R.  65,  is  much  more 
comprehensive  than  the  current  sunset  legislation. 

Mr.  Zeferetti.  Are  you  saying,  with  respect  to  permanent  legis- 
lation there  will  be  no  review  unless  action  is  taken  to  amend  or 
reauthorize  a  piece  of  legislation.  In  other  words  we  will  not  have 
the  opportunity  to  look  at  permanent  programs  until  the  time 
comes  where  there  will  be  a  change  in  law  or  some  movement 
within  the  structure  of  the  law? 

Mr.  Derrick.  You  will  have  the  opportunity  to  look  at  it,  but 
there  will  be  no  special  requirement,  except  in  connection  with  the 
reports  that  will  accompany  bills  dealing  with  interrelated  pro- 
grams. This  is  done  for  a  purpose:  We  feel  that  it  will  work  more 
smoothly  into  the  legislative  process  and  authorization  process.  But 
I  want  to  reiterate  that  under  the  process  you  suggest  had  this 
legislation  been  in  place  for  the  last  5  years  we  would  have  re- 
viewed 14  of  the  22  major  permanent  nondefense  programs,  and  of 
course  we  would  have  covered  much  of  defense  because  so  much  of 
it  is  on  an  annual  authorization,  as  you  know. 

I  know  I  am  repeating  myself  but  I  want  to  make  this  compari- 
son because  I  think  this  is  probably  the  No.  1  point  that  has  not 
been  understood  in  making  comparisons  between  some  of  the  cur- 
rent sunset  legislation. 

My  bill  has  no  exemptions.  We  do  not  exempt  any  programs, 
whereas  the  current  sunset  legislation  that  is  before  the  House,  by 
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the  figures  from  GAO,  exempts  48  percent  of  the  budget  authority 
as  a  permanent  exemption  that  you  will  never  get  to. 

Mr.  Zeferetti.  How  would  implementing  your  bill  compare  to 
the  cost  of  the  sunset  bill? 

Mr.  Derrick.  I  think,  as  I  recall,  GAO  made  a  somewhat  specula- 
tive prediction  that  it  would  cost  about  $100  million  to  implement 
some  of  the  current  sunset  legislation.  I  think  that  compared  to 
that,  the  cost  of  implementing  my  legislation  would  be  minor.  As  I 
mentioned  in  my  testimony,  GAO  is  required  to  develop  a  catalog, 
but  the  information  necessary  for  the  catalog  would  draw  from 
information  that  is  already  available  by  and  large,  though  not 
entirely,  and  very  few  people  would  be  needed  to  maintain  the 
catalog.  The  catalog  that  I  suggest  goes  into  the  interrelationship 
of  the  various  programs,  in  the  private,  the  State,  local,  and  Feder- 
al sectors.  I  think  after  the  initial  expense— and  there  would  be 
some  expense  in  preparing  this  catalog — and  as  we  went  on  the 
expense  would  decline. 

Mr.  Zeferetti.  That  is  a  good  theory. 

Mr.  Derrick.  The  answer  to  your  question  is  I  think  that  my 
legislation  would  be  much  less  expensive. 

Mr.  Zeferetti.  You  have  not  worked  up  any  kind  of  comparative 
figures  making  a  comparison  between  the  two? 

Mr.  Derrick.  We  would  be  glad  to  provide  that  information.  You 
are  speaking  of  dollarwise? 

Mr.  Zeferetti.  Yes. 

Mr.  Derrick.  We  would  be  glad  to  try  to  provide  that  informa- 
tion to  the  committee. 

The  very  brief  agency  reports  providing  congressionally  specified 
factual  data  on  program  output  would  generally  involve  so  small 
an  undertaking,  ancillary  to  the  development  of  information 
needed  anyway  for  program  management  purposes,  that  we  foresee 
virtually  no  added  costs  to  the  agencies — assuming  that  the  agen- 
cies have  the  management  data  they  should  have,  and  most  do  of 
course.  The  reports  generally  will  not  produce  new  data,  but  will 
digest  available  key  information  into  a  form  Congress  has  time  to 
read.  We  suspect  that  additional  management  information  may  be 
needed  on  some  regulatory  programs,  but  the  other  oversight  and 
regulatory  reform  proposals  would  also  require  such  information. 
Maintenance  of  the  catalog  of  interrelated  activities  should  involve 
fewer  than  a  dozen  people  in  GAO  and  0MB  together.  Assistance 
to  the  committees  in  drafting  authorizations  conforming  to  the 
bill's  requirements  should  not  go  beyond  the  scope  of  the  assistance 
which  the  support  agencies  such  as  GAO  and  its  Program  Analysis 
Division  presently  provide. 

Mr.  Zeferetti.  One  other  question.  You  talk  about  dealing  with 
excessive  Government  regulations.  How  does  your  bill  deal  with 
that  directly? 

Mr.  Derrick.  We  do  not  directly  deal  with  current  regulations  as 
such  because  we  did  not  either  exempt  programs  or  single  out 
programs  for  special  treatment.  But  I  think  the  bill  will  over  time, 
go  a  long  way  toward  doing  away  with  excessive  regulation  just 
through  the  normal  procedure  of  review  and  elimination  as  we 
review  those  authorizations.  Clarification  of  regulatory  agency  ob- 
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jectives  will  lead  to  reduction  of  unnecessary  and  unintended  regu- 
lation. 

Mr.  Zeferetti.  Thank  you,  Mr.  Derrick. 

Mr.  Beilenson. 

Mr.  Beilenson.  Thank  you,  Mr.  Chairman. 

I  found  your  statement  very  interesting  and  very  thoughtful,  and 
obviously  it  is  an  area  that  you  have  spent  a  lot  of  time  thinking 
about  and  working  at.  I  have  not,  so  I  do  not  yet  understand  all  the 
ramifications  of  the  bill,  so  maybe  I  can  ask  you  a  few  relatively 
simple  questions.  Has  anybody,  to  the  best  of  your  knowledge,  ever 
before  tried  taking  this  course  of  specifying  program  objectives  and 
planned  annual  accomplishments,  the  things  that  you  are  calling 
for  at  the  outset? 

Mr.  Derrick.  Not  that  I  am  aware  of.  There  has  been  no  statu- 
tory requirement,  that  I  know  of,  that  it  be  placed  in  the  authoriz- 
ing legislation. 

Mr.  Beilenson.  Some  of  it  goes  into  much  more  detail  as  to  its 
purposes  and  goals  than  do  others,  but  I  take  it  you  require  a  lot  of 
specificity  in  setting  up  the  goals? 

Mr.  Derrick.  I  think  probably  you  have  hit  upon  the  key  word  to 
the  legislation,  and  that  is  specificity.  Let  me  give  you  a  rather 
elementary  example  of  the  way  I  would  perceive  it  to  work.  Let's 
take  a  piece  of  housing  legislation  that  would  be  coming  to  the 
Banking  Committee.  Now  we  would  say  the  objective  we  are  trying 
to  center  in  on  is  better  rural  low-income  housing,  and  that  the 
purpose  of  this  legislation  is  to  raise  the  standard  of  living  in  the 
rural  areas  of  America  and  provide  for  one  thing  and  another, 
which  sounds  just  great,  but  it  does  not  mean  anjrthing.  Hopefully 
my  legislation  would  result  in  specification  of  the  purpose  of  the 
legislation  as  construction  of  100,000  new  homes  over  a  3-year 
period  in  a  price  range  of  x  to  x,  and  to  have  a  1-percent  effect  on 
the  unemployment  rate  in  the  rural  areas. 

Mr.  Beilenson.  Would  it  be  enough  for  you  to  say  the  purpose  of 
this  legislation  is  to  encourage  the  building  of  an  additional  100,000 
single-family  units  in  the  so-and-so  price  range?  Do  you  have  to 
worry  about  it  reducing  unemployment  or  the  number  of  homeless 
people? 

Mr.  Derrick.  You  worry  about  it  if  in  fact  that  is  one  of  the 
objectives  of  the  legislation.  If  that  is  not  one  of  the  objectives, 
there  is  no  reason  to  put  it  in,  if  you  are  just  interested  in  building 
houses  and  that  is  it. 

Mr.  Beilenson.  You  could  be  interested  in  both,  obviously.  The 
secondary  effect  you  could  be  interested  in  as  well,  hoping  there 
are  all  kinds  of  pleasant  ramifications  in  that  portion  of  society. 
But  what  happens  if  the  specifics  of  your  program  are  not  met  or 
the  goals  are  not  met?  That  depends  again  on  how  you  state  them 
in  the  first  place.  Maybe  it  is  adequate  for  you  to  have  succeeded  in 
encouraging  the  building  of  100,000  new  units  of  housing.  Maybe 
that  is  super  and  you  do  not  have  to  worry  about  the  fact  that  it 
has  not  served  all  the  other  social  problems  attendant  to  poor 
housing. 

If  you  add  that  second  goal  on  as  a  specific  purpose  of  your  act, 
maybe  that  goal  will  never  be  met  or  it  will  be  difficult  to  be  met. 
But    meanwhile   you    have    succeeded    in    the    encouragement    of 
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100,000  units  of  housing  that  would  not  have  otherwise  occurred.  I 
would  not  make  it  too  difficult  to  meet  the  goals  by  putting  in  two 
great  goals  at  the  outset. 

Mr.  Derrick.  This  will  be  something  for  the  committee  to  decide 
if  they  want. 

Mr.  Beilenson.  There  are  people  who  did  not  like  your  bill, 
feeling  that  some  years  down  the  road  the  legislation  just  could  not 
have  been  considered  to  have  met  these  objectives,  and  therefore 
you  would  have  trouble  when  your  legislation  was  reviewed. 

Mr.  Derrick.  But  I  think  you  would  run  into  that  with  the 
agencies  that  would  be  handling  this  very  program.  I  think  that 
one  of  the  things  I  want  to  be  positive  about  in  the  way  we 
approach  it  is  the  interdiscipline  that  is  going  to  be  applied — I  am 
going  to  get  back  to  answering  your  question  in  a  minute — but  the 
interdiscipline  that  would  be  applied  with  the  agencies. 

As  they  testify  before  the  committee,  it  is  going  to  be  to  their 
advantage  to  be  more  specific  in  what  they  think  they  can  accom- 
plish, because  if  they  overestimate,  then  they  are  going  to  have  to 
come  back  and  answer  to  it  in  a  very  short  time.  Of  course  they 
don't  want  to  underestimate  because  they  are  trying  to  sell  their 
program.  So  I  think  that  this  will  be  a  discipline  that  will  counter- 
act what  you  are  talking  about  on  the  committee. 

I  cannot  of  course  guarantee  there  are  not  people  who  are  going 
to  try  to  subvert  the  purposes  of  the  legislation,  of  course  there 
would  be,  but  the  great  advantage  of  this  legislation  is  that  as  you 
get  started  with  the  program  after  a  year  if  you  look  back  and  you 
have  had  a  review  of  it  and  you  say,  well,  we  have  only  built  5,000 
houses  and  the  unemployment  rate  has  not  been  affected,  maybe 
there  is  a  legitimate  reason  for  that  and  maybe  the  reason  is  that 
it  takes  time  to  start  up.  Maybe  that  means  that  you  are  going  to 
build  55,000  next  year,  but  at  least  you  can  make  major  judgments 
at  that  point  rather  than  waiting  until  it  is  all  over,  at  the  end. 

Mr.  Beilenson.  Who  does  the  reviewing,  the  authorizing  commit- 
tee? 

Mr.  Derrick.  That  is  right. 

Mr.  Zeferetti.  Would  the  gentleman  yield? 

Mr.  Beilenson.  Yes. 

Mr.  Zeferetti.  How  do  you  discipline  the  agencies  if  the  intent  of 
the  legislation  is  to  do  X  and  the  agency  then  starts  going  by  rules 
and  regulations  into  the  area  of  Z?  How  do  you  make  this  disci- 
pline work? 

Mr.  Derrick.  What  you  say  is:  Now  listen,  when  this  legislation 
was  proposed  and  authorized,  you  told  us  that  you  could  build 
100,000  houses  over  a  3-year  period,  you  have  not  done  it  and  the 
unemployment  rate  has  not  gone  down.  Why?  Give  us  an  explana- 
tion or  tell  us  what  we  need  to  do  from  this  area,  or  let's  close  the 
program  down  and  let's  go  someplace  else.  But  you  told  us  a  year 
ago  that  it  would  do  thus  and  so,  and  as  opposed  to  most  of  the 
legislation  that  comes  out  of  this  Congress,  after  it  has  passed  and 
gone  down  the  tube  people  forget  what  was  intended. 

Mr.  Zeferetti.  So  there  has  to  be  direct  inquiry  into  an  agency 
to  see  how  they  are  functioning  and  if  in  fact  the  intent  of  that 
legislation  is  followed  through? 
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Mr.  Derrick.  Yes;  but  we  make  the  oversight  particularly  effec- 
tive by  allowing  it  to  operate  on  a  management  by  exception  basis. 
When  program  goals  are  being  met,  minimum  time  need  be  spent 
on  oversight  foUowup.  Congress  can  concentrate  its  oversight  ef- 
forts where  problems  have  appeared,  and  amend  the  legislation  if 
the  legislation  is  found  to  be  at  fault. 

Mr.  Beilenson.  I  am  not  meaning  to  be  critical.  I  am  new  in  this 
particular  area.  It  is  true,  I  suppose,  that  an  authorizing  comniittee 
and  again  an  appropriations  committee  if  they  were  doing  their  job 
properly  now  could,  in  effect,  view  this  sort  of  thing— I  am  just 
calling  on  my  own  experience  in  the  State  legislature  where  people 
came  up  for  reauthorization  of  programs;  we  would  ask  them  spe- 
cifically, what  do  you  intend  to  do  with  this  program,  and  what 
have  you  succeeded  in  doing,  and  in  that  sense  that  would  be 
substituted  for  the  lack  of  specificity  that  had  never  appeared  in 
the  legislation  itself 

But  we  tried  to  hold  their  feet  to  the  fire  and  make  them  tell  us 
what  they  were  trying  to  do,  what  the  program  was  intended  to  do, 
and  how  close  they  were  coming  to  meeting  those  objectives.  There 
is  no  reason  why  we  could  not  be  doing  this  right  now  without 
legislation  if  the  authorizing  committees  and  the  appropriations 
committees  did  their  jobs  properly. 

Mr.  Derrick.  There  is  nothing  to  prohibit  them  from  doing  it 
without  including  it  in  the  authorizing  legislation.  What  this  does, 
it  gives  a  vehicle  tools  to  bring  about  better  oversight.  You  are 
correct,  of  course,  they  can  do  it,  but  this  requires  them  to  do  it. 

Mr.  Beilenson.  The  only  thing  you  are  requiring  is,  in  a  sense, 
the  collective  thinking  about  what  we  are  trying  to  do  at  the  time 
it  is  first  done;  is  that  correct? 

Mr.  Derrick.  We  are  indeed  requiring  collective  thinking  and 
agreement  in  advance  on  what  we  are  trying  to  do.  What  you  are 
doing  is  liquidating,  you  are  putting  it  in  some  sort  of  concise  form 
so  you  can  look  at  it  1,  2,  or  3  years  later  and  say:  This  is  what  we 
intended  to  do;  now  have  we  done  it  or  have  we  not  done  it? 

Mr.  Beilenson.  Am  I  correct  in  saying  that  is  all  you  are  actual- 
ly requiring? 

Mr.  Derrick.  No;  there  are  a  number  of  other  things. 

Mr.  Beilenson.  One  of  the  nice  things  about  sunset  for  those 
who  like  it— I  am  not  sure  I  do— they  require  that  the  thing 
disappear  unless  it  is  reauthorized.  You  do  not  do  that? 

Mr.  Derrick.  Even  though  sunset  requires  that  it  disappear,  the 
fact  of  the  matter  is,  you  know  as  well  as  I  do,  it  is  only  going  to 
disappear  if  the  Congress  wants  it  to  disappear. 

Mr.  Beilenson.  All  right. 

Mr.  Derrick.  The  Congress  has  that  decision  to  make  and  it  is 
not  going  to  have  it  taken  away  from  it.  We  are  not  trying  to  take 
it  away.  But  what  we  are  trying  to  do  is  to  set  up  a  review  process 
that  will  provide  Congress  with  the  facts  and  something  to  go  back 
and  make  judgments  on,  if  we  can  make  a  judgment,  as  to  whether 
we  do  want  to  reauthorize  the  program  or  not. 

Mr.  Beilenson.  Again,  I  am  just  being  argumentative.  The  suc- 
cess of  this  legislation,  if  it  is  enacted,  will  depend,  as  does  decent 
program   review   now,   on  the  amount  of  work  and  energy  and 
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concern  that  the  individual  Members  of  the  Congress  and  staff  are 
wiUing  to  put  into  the  review  process;  right? 

Mr.  Derrick.  No. 

Mr.  Beilenson.  Maybe  you  are  forcing  them  to  confront  the 
process  more  than  now? 

Mr.  Derrick.  You  are  forcing  them  to  confront  it  but  you  are 
really  cutting  down  on  their  workload.  What  we  have  the  problem 
with  is  getting  around  to  everything  we  have  to  do  and  getting 
things  broken  down  concisely  enough  so  we  can  make  judgments. 
My  conception  of  this  program  is  that  when  you  include  it  in  the 
authorizing  legislation  you  are  going  to  give  the  Member  a  liqui- 
dated piece  of  information  to  make  judgments  by  in  the  future. 

Mr.  Beilenson.  Can  you  amend  that  first  section  of  the  bill  and 
change  the  objectives? 

Mr.  Derrick.  Oh;  yes.  This  will  be  subject  to  debate  on  the  floor 
and  amendment  just  as  any  other  section  of  the  legislation. 

Mr.  Beilenson.  What  if  you  fall  short  of  your  objectives  but 
nonetheless  have  a  pretty  good  piece  of  legislation?  You  are  put  at 
quite  a  disadvantage. 

Mr.  Derrick.  That  is  a  judgment  for  the  Congress  to  make  de- 
pending upon  what  the  cause  of  not  meeting  the  objective  is.  That 
is  why  I  think  that  it  is  wrong  to  put  in  these  arbitrary  deadlines 
as  the  other  legislation  does,  because  the  Congress  is  going  to  do 
what  it  wants  to  do  anyway.  Let  the  Congress  make  that  judgment, 
sure.  So  they  don't  build  100,000  houses;  what  you  want  the  Con- 
gress to  know  is  the  reason  that  they  did  not  build  100,000  houses, 
and  maybe  even  if  they  did  not  there  would  be  cause  for  the 
reauthorization  of  other  legislation  because  there  is  a  legitimate 
reason  for  it. 

Mr.  Beilenson.  May  I  ask  a  few  more  questions? 

Mr.  Zeferetti.  Surely. 

Mr.  Beilenson.  The  answer,  therefore,  to  my  original  question, 
what  happens  if  the  program  does  not  meet  its  objectives,  then, 
basically  is  that  it  will  have  a  harder  time  being  reauthorized 
because  you  will  have  something  specific  to  hold  up  against  the 
actual  results  of  what  has  been  accomplished  under  it,  and  oppo- 
nents of  the  legislation  can  point  to  this  and  say  it  has  fallen  far 
short  of  the  objectives  seen  from  the  outset;  is  that  correct? 

Mr.  Derrick.  That  is  partially  correct.  But  you  are  not  taking 
the  judgment  away  from  Congress,  and  you  are  offering  Congress 
the  opportunity  to  improve  the  legislation  if  the  legislative  design 
is  found  to  be  the  cause  of  the  problem. 

Mr.  Beilenson.  I  understand. 

Mr.  Derrick.  But  what  you  are  doing  is  giving  much  better 
information  to  make  that  judgment. 

Mr.  Beilenson.  You  are  giving  them  standard  objectives  to  com- 
pare the  actual  results  of  the  program  against  after  a  certain 
period  of  time. 

Mr.  Derrick.  And  you  also  require  that  no  new  authorization 
shall  be  longer  than  5  years,  so  every  program  would  be  reviewed. 

Mr.  Beilenson.  Are  there  any  authorizations  that  are  longer 
than  5  years? 

Mr.  Derrick.  The  permanents. 
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Mr.  Beilenson.  Just  one  more  generic  question.  What  triggers 
the  review?  Reauthorization  would? 

Mr.  Derrick.  Yes. 

Mr.  Beilenson.  Or  amendment? 

Mr.  Derrick.  That  is  right.  And  there  would  be  an  annual 
review  process,  too. 

Mr.  Beilenson.  Not  a  new  bill? 

Mr.  Derrick.  Under  a  minor  review  process  to  keep  up  with  the 
program. 

Mr.  Beilenson.  Thank  you,  Mr.  Derrick. 

Mr.  Zeferetti.  One  further  question.  Did  I  hear  you  correctly 
before?  You  made  the  statement  saying  that  the  workload  would  be 
less? 

Mr.  Derrick.  On  the  Member. 

Mr.  Zeferetti.  Than  it  would  be  presently?  Because  it  seems  to 
me  in  some  of  the  earlier  hearings  we  had  they  said  there  were 
concerns  about  excessive  workload  and  floorwork  that  would  be 
incorporated  in  this  type  of  legislation.  You  are  saying  just  the 
opposite? 

Mr.  Derrick.  It  would  be  less.  As  I  pointed  out  to  Tony,  one  of 
the  key  words  in  this  legislation  is  specificity.  What  you  are  doing 
is  taking  all  this  mound  of  information  that  we  have  now  that  no 
one  can  read  and  you  are  taking  it  and  liquidating  it  and  putting  it 
in  a  reasonably  concise  form.  As  I  pointed  out,  100,000  housing 
units  and  an  unemployment  rate  of  so-and-so  make  some  basis  for 
judgment. 

Mr.  Zeferetti.  Thank  you  Mr.  Derrick.  Again,  there  will  be  some 
additional  questions  that  staff  will  send  out,  and  we  hope  that  you 
will  respond  to  them. 

Mr.  Beilenson.  May  I  ask  a  few  questions? 

It  might  be  useful  for  us  if  you  and  your  staff  might  try  to  take  a 
half-dozen  or  so  existing  programs  of  different  types  and  maybe  go 
back  to  the  original  authorizing  committee  for  their  help  in  going 
through  the  exercise  of  trying  to  write  the  kinds  of  legislation  that 
you  are  talking  about.  I  suspect  the  different  kinds  of  programs 
will  result  in  different  kinds  of  descriptions,  some  more  softer  and 
generalized  than  others,  and  we  ought  to  have  a  little  practice  with 
it  before  we  mandate  it  because  we  may  want  to  make  some 
differentiation  between  different  kinds  of  authorizations. 

Mr.  Derrick.  You  are  of  course  exactly  right,  and  the  specificity 
will  be  of  varying  degrees  depending  on  the  nature  of  the  program. 
I  am  the  primary  sponsor  of  some  byssinosis  legislation  in  the 
House  that  we  have  been  having  hearings  on  and  have  applied  this 
principle  to  my  byssinosis  legislation  and  also  some  other  legisla- 
tion last  year  and  I  will  be  glad  to  give  you  copies  of  that  and  run 
experiments  on  some  other. 

Mr.  Beilenson.  The  reason  I  mention  this  is  I  am  trying  to  reach 
for  programs  that  I  have  had  some  involvement  with,  health  and 
welfare  especially.  It  occurs  to  me  that  it  is  going  to  be  hard  to 
describe  what  the  objectives  of  the  program  are  other  than  perhaps 
with  a  certain  amount  of  generality — people  will  be  able  to  live  a 
little  better  by  giving  them  some  food  stamps.  In  talking  about  the 
Public  Health  Service  Act,  I  do  not  know  how  successful  you  can  be 
in  describing  the  objectives  of  the  program  other  than  in  general 
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terms  and,  if  it  turns  out  to  be  too  general,  it  will  defeat  your 
purposes  to  a  certain  extent. 

You  are  going  to  have  arguments  from  other  people  here  trying 
to  tie  down  the  author  of  the  legitimate  public  health  legislation, 
for  example,  to  specify  numerical  objectives  which  can  never  be 
reached  and  therefore  fall  by  the  wayside. 

Mr.  Derrick.  But  I  think  after  a  while  if  you  run  into  a  great 
deal  of  that  you  are  going  to  have  objectives  that  can  be  reached, 
and  your  agencies  and  those  who  are  special-interest  groups,  and 
what  not,  that  go  for  these  programs  and  push  these  programs  will, 
with  the  understanding  it  will  be  in  their  best  interest  to  make 
realistic  objectives.  I  think  we  work  on  the  premise  that  Congress 
wants  to  know  whether  their  programs  succeed  or  not.  If  you 
cannot  work  on  that  premise,  then  sunset  or  oversight  or  anything 
else  really  is  of  no  value.  What  this  does  is  to  provide  the  Congress 
with  a  better  tool  to  determine  that. 

Mr.  Beilenson.  I  cannot  argue  with  you.  I  simply  do  not  feel  the 
urge  to  institute  sunset  legislation,  or  even  perhaps  your  legisla- 
tion, as  perhaps  some  of  the  other  Members  do.  My  own  experience 
has  been  that  the  success  or  failure  of  any  kind  of  review  is  going 
to  depend  on  the  willingness  of  more  than  a  tiny  number  of  legisla- 
tors in  this  body  to  spend  a  lot  of  their  own  personal  time  and  their 
staff  time  doing  real  legislative  review. 

I  do  not  know  if  it  is  ever  going  to  be  possible  to  do  that,  or  to 
require  it,  or  legislate  it,  or  whatever.  I  believe  very  strongly  that 
the  existing  authorizing  committees  and  existing  appropriations 
subcommittees  have  all  the  necessary  authority  right  now  and 
could  be  doing  all  the  proper  legislative  review  right  now.  I  am 
sure  some  do  it  very  well  and  some  do  not  do  it,  and  I  am  not 
convinced  that  by  passing  your  legislation  or,  even  more  worri- 
somely  to  me,  sunset  legislation,  we  will  encourage  any  better 
review  than  we  do  now. 

As  you  know,  all  of  us  have  huge  demands  on  our  time.  It  is  not 
the  sexiest  thing  in  the  world  to  spend  most  of  your  time  going  into 
appropriations  every  day  and  going  over  item  by  item  with  the 
budget  up  for  reauthorization  and  following  the  agency  and  the 
department  people,  making  sure  they  are  doing  what  they  are 
supposed  to  do,  but  that  is  exactly  what  is  required.  I  do  not  know 
if  passing  any  kind  of  legislation  is  going  to,  in  fact,  do  anything 
more  than  make  us  feel  happy  that  we  have  passed  your  bill  or 
somebody's  bill,  and  whether  in  fact  we  will  have  better  legislation 
I  think  is  very  much  in  doubt. 

Mr.  Derrick.  Let  me  make  two  comments,  if  I  might.  First, 
understand  that  my  legislation  deals  with  authorizing  committees. 
It  does  not  directly  affect  the  Appropriations  Committee. 

I  agree  with  everything  you  say.  Just  like  we  really  did  not  need 
the  Budget  Committee  if  we  followed  your  theory,  because  Con- 
gress and  the  Appropriations  Committee,  if  it  did  everjd^hing  that  it 
was  supposed  to  do,  would  not  have  needed  the  Budget  Committee 
because  they  would  have  taken  the  overall  review.  But  the  fact  of 
the  matter  was  they  could  not  do  it  for  various  reasons,  timewise 
and  whatever.  What  the  Budget  Committee  did  was  to  give  the 
Congress  a  structure  in  which  to  operate  in  this  area.  I  perceive  my 
bill  to  do  the  same  thing  as  far  as  oversight  is  concerned. 
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Mr.  Beilenson.  So  all  of  these  institutional  reforms  are  to  get 
around  the  fact  the  Appropriations  Committee  with  its  57  members 
is  not  doing  its  job  correctly? 

Mr.  Derrick.  No. 

Mr.  Beilenson.  That  is  my  statement. 

Mr.  Derrick.  It  is  not  mine. 

Mr.  Beilenson.  I  was  on  a  couple  of  policy  committees  last  year, 
and  we  spent  full  time  in  subcommittee  and  every  time  programs 
came  up  for  reauthorization  making  exactly  the  same  kind  of 
inquiries  that  one  should  be  making  under  this  bill  or  under  the 
sunset  legislation.  I  think  it  is  all  in  place  right  now,  full  face  up  to 
the  job.  I  do  not  think  we  are  going  to  face  the  job  any  better  under 
these  things  than  we  do  now.  That,  I  suppose,  is  the  argument  for 
sunset,  that  it  is  just  going  to  automatically  disappear  until  we  get 
the  votes  to  revote  these  things. 

For  someone  like  myself  who  believes  in  a  lot  of  legislation  that 
was  passed  back  in  the  Kennedy  and  Johnson  years,  that  in  my 
opinion  could  not  be  passed  again  now  given  the  present  more 
conservative  public  attitude  about  certain  kinds  of  things— environ- 
mental protection,  consumer  protection,  and  so  on.  But  I  do  not 
think  sunset,  if  we  pass  it,  is  going  to  insure  that  Congress  will  do 
a  better  job  of  reviewing  existing  programs. 

Mr.  Derrick.  I  do.  But  remember  that  unlike  sunset,  my  bill  does 
not  terminate  existing  programs.  I  think  that  the  Budget  Commit- 
tee has  given  the  Congress  for  the  first  time  in  its  history  an 
opportunity  to  take  an  overview  and  to  look  at  national  priorities 
and  to  use  the  budget  as  a  proper  tool  as  it  should  have  been  used 
all  along. 

Mr.  Beilenson.  I  think  your  analogy  was  perhaps  incorrect.  I  am 
not  sure  the  Appropriations  Committee  was  in  a  position  to  take 
an  overview  of  the  whole  budget  process  for  the  whole  Congress. 

Mr.  Derrick.  That  was  the  Appropriations  Committee's  original 
perception.  When  the  Appropriations  Committee  first  came  into 
being,  I  am  sure  that  it  was  able  to  do  that  because  it  was  dealing 
with  a  country  that  was  much  less  complicated  and  had  less  people 
and  so  forth.  But  I  think  this  will  mean  the  same  thing  that  the 
Budget  Act  did.  It  will  give  direction. 

Mr.  Zeferetti.  I  think  this  discussion  has  gone  on  long  enough. 
Thank  you  again.  I  hope  you  will  join  the  committee  while  we 
listen  to  our  colleague  from  California,  Leon  Panetta,  who  is  our 
next  witness. 

One  of  the  many  constraints  on  the  design  of  measures  to  im- 
prove program  review  is  the  limited  time  available  to  Members  for 
oversight  activities.  While  many  Members  express  frustration  with 
the  time  constraint,  the  gentleman  from  California  has  devoted 
considerable  effort  toward  finding  a  constructive  solution  to  the 
problem. 

It  should  be  noted  that  his  proposal  for  a  biennial  budget  process, 
H.R.  2000,  is  expected  to  be  handled  within  the  full  Rules  Commit- 
tee rather  than  this  subcommittee.  The  relevance  of  his  proposal  to 
the  program  review  measures  being  considered  in  these  hearings, 
however,  is  very  strong.  We  have  thus  invited  Congressman  Pan- 
etta to  appear  before  us  today  to  discuss  his  proposal  for  biennial 
budgeting,  with  specific  reference  to  its  import  on  program  review. 
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STATEMENT  OF  HON.  LEON  E.  PANETTA,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Panetta.  I  would  ask  the  statement  I  submitted  to  the 
committee  be  included  in  the  record. 

Mr.  Zeferetti.  Without  objection. 

Mr.  Panetta.  I  would  just  like  to  summarize  the  main  points 
contained  in  the  legislation  and  then  I  will  be  happy  to  respond  to 
any  questions  that  you  have. 

The  proposal  that  I  have  submitted  in  the  Congress  in  the  last 
session  and  that  I  now  present  in  this  session  is  H.R.  2000,  entitled 
"The  Biennial  Budgeting  Bill."  The  proposal  has  close  to  50  cospon- 
sors  and  was  subject  to  hearings  by  the  subcommittee  in  the  last 
session  of  Congress.  I  am  pleased  that  the  Rules  Committee  and 
this  subcommittee  are  interested  in  considering  additional  hearings 
this  year. 

The  basic  point  behind  the  proposal  is  a  reflection  of,  I  think,  the 
frustration  that  all  of  us  experience  in  this  process  of  having 
adequate  time  to  be  able  to  look  carefully  at  ongoing  programs  and 
at  the  same  time  consider  the  myriad  new  legislation  that  is  intro- 
duced in  each  Congress,  the  time  constraints  and  the  issue  of 
oversight  are  also  involved.  I  recognize  that  there  are  a  number  of 
proposals  being  suggested  with  regard  to  oversight,  but  that  is  the 
principal  frustration  in  this  institution.  We  are  talking  about  the 
need  to  review  carefully  the  over  $500  billion  worth  of  ongoing 
spending.  At  the  same  time,  we  are  considering  some  20,000  new 
bills  that  are  introduced  in  each  session  of  Congress.  I  cannot  do 
that  job  adequately.  I  am  not  sure  other  Members  in  this  institu- 
tion can  do  an  adequate  job  of  both  reviewing  ongoing  programs 
and  considering  new  legislation  that  is  introduced. 

So  the  issue  comes  down  to  how  do  we  try  to  improve  the 
oversight  responsibility  with  regard  to  ongoing  programs.  I  do  not 
think  we  can  do  an  adequate  job  on  a  year-to-year  basis.  Being  a 
new  member  of  the  Budget  Committee  and  also  chairman  of  the 
Legislative  Savings  Task  Force  of  the  Budget  Committee  has  only 
served  to  confirm  my  basic  feeling  that  we  simply  cannot  do  a 
responsible  job  in  developing  a  budget  that  says  to  the  committees 
that  within  the  few  months  prior  to  March  15  all  of  the  committees 
are  supposed  to  look  at  the  ongoing  programs  and  to  come  up  with 
a  good  budget.  I  do  not  think  most  committees  do  a  good  job  of 
that. 

On  agriculture,  we  spend  about  3  days  looking  at  the  budget. 
Everybody  looks  at  their  favorite  program  to  make  sure  their 
favorite  program  is  not  cut,  and  the  result  is  that  the  proposals  to 
the  Budget  Committee  pretty  much  reflect  what  happened  in  prior 
years.  There  is  not  really  any  kind  of  careful  oversight  or  careful 
analysis  of  whether  programs  that  are  in  place  are  in  fact  working 
or  not. 

In  the  Agriculture  Committee  there  are  a  number  of  research 
programs  that  I  think  need  to  be  carefully  reviewed  to  determine 
whether  in  fact  they  are  hitting  the  target.  But  when  you  have 
people  that  protect  certain  research  groups  in  their  area  or  are 
after  a  particular  problem  or  disease  that  affected  a  crop  in  their 
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area,  the  question  is,  what  are  they  going  to  do?  And  they  simply 
move  to  rubber-stamp  what  has  taken  place  in  the  past.  The  over- 
sight subcommittees  of  most  of  the  committees,  we  find,  do  very 
little.  Others  do  little  in  terms  of  really  effective  oversight  on 
ongoing  programs. 

So  it  is  for  these  reasons  that  I  felt  that  we  need  to  slow  the 
process  down  by  looking  at  the  potential  for  2-year  budgeting  or 
what  may  be  called  multiyear  budgeting  to  see  in  what  areas  we 
can  implement  a  longer  budget  period,  making  it  2  years  and 
spending  a  year  then  in  the  budgeting  process  and  spending  the 
other  year  working  on  new  legislation  in  appropriations,  to  try  to 
devote  that  time  that  we  need  to  devote  to  the  kind  of  oversight  I 
am  talking  about 

What  are  the  reasons  that  I  make  in  this  proposal?  First  of  all,  it 
relates  to  the  area  of  legislative  savings  that  I  am  now  involved 
with  in  the  Budget  Committee.  We  are  dealing  with  a  budget  that 
is  75  percent  relatively  uncontrollable,  25  percent  controllable.  I  do 
not  think  we  can  ever  get  a  handle  on  Government  spending  or  on 
being  responsible  for  whether  these  programs  are  really  working  or 
not  without  looking  at  the  entitlement  programs,  without  looking 
at  that  75  percent  to  determine  how  the  programs  can  in  fact  be 
improved — medicare,  medicaid — all  of  the  entitlement  programs  to 
decide  how  can  they  be  improved.  It  has  happened  this  year,  inci- 
dentally, that  a  lot  of  committees  are  beginning  to  look  at  it 
because  in  the  budget  proposal  that  is  on  the  floor  we  have  $6 
billion  worth  of  legislative  savings  that  translate  in  5  years  to  $55 
billion  of  savings  because  we  are  not  simply  talking  about  cutting 
here  or  there;  we  are  talking  about  programmatic  changes  in  medi- 
care and  food  stamps;  in  SSI;  in  hospital  cost  containment;  in 
revenue  sharing — programs  where  we  are  saying  we  are  not  going 
to  slash  back,  but  to  look  at  these  programs.  How  can  we  improve 
the  auditing  procedures;  how  can  we  improve  the  method  of  deliv- 
ering these  programs? 

That  is  the  issue.  It  is  not  a  question  of  just  cutting  off  benefits 
to  people.  It  is  a  question  of  looking  at  how  these  programs  can  be 
improved  in  their  delivery,  so  legislative  savings  are  very  impor- 
tant. But  again,  the  authorizing  committees  do  not  take  the  time  to 
look  at  programs  that  are  in  place  in  terms  of  improvement.  They 
are  focusing  on  new  legislation,  they  are  focusing  on  new  ideas, 
new  thoughts,  new  proposals  that  are  submitted  in  the  Congress. 

The  sexy  part  of  this  business  is  still  putting  out  new  legislation. 
It  is  not  reviewing  programs  that  are  in  place.  In  the  budget 
proposal  on  the  floor  I  included  language  to  have  the  authorizing 
committees  report  by  the  middle  of  summer  on  proposals  for  legis- 
lative savings.  Where  can  they  find  additional  savings  in  this  area? 
I  think  that  will  help  stimulate  analysis  of  how  these  programs  can 
be  improved. 

So  the  main  point  is  that  in  looking  at  those  entitlement  pro- 
grams, looking  at  programs  in  place,  we  need  to  get  the  committees 
to  focus.  If  they  do,  they  will  need  more  time.  And  if  we  do  that,  it 
needs  to  be  in  the  context  of  setting  aside  virtually  1  year  out  of 
every  2  for  that  purpose. 

The  second  is,  with  regard  to  the  budget  process  itself,  there  is 
some  merit  to  legislative  vetoes,  the  sunset  law,  and  zero-base 
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budgeting,  in  a  sense  that  we  are  all  reflecting  the  frustration  of 
not  being  able  to  get  a  handle  on  the  process.  My  concern  is  if  we 
pass  zero-base  budgeting,  or  the  legislative  veto,  or  sunset  legisla- 
tion, and  we  do  not  change  the  time  frame,  it  virtually  is  a  fraud 
on  the  public.  We  will  not  do  a  job  and  sit  in  review.  We  will  pass 
continuing  resolutions  until  we  have  the  time  to  look  at  that 
agency  or  when  we  have  time  set  aside  for  that  purpose.  That  is 
the  only  time  it  begins  to  make  sense,  when  you  talk  about  legisla- 
tive vetoes,  zero-base  budgeting,  or  sunset  legislation. 

I  could  not  begin  to  look  at  regulations  to  determine  whether 
they  in  fact  implement  the  law.  For  us  to  pass  a  legislative  veto 
and  for  us  to  say  we  are  in  fact  doing  that,  again,  I  think  it  is 
kidding  the  public. 

So  if  we  are  to  enact  those  particular  approaches,  it  has  to  be  in 
the  context  of  extending  the  time. 

The  third  point  is  planning.  Look  at  the  local  communities.  We 
sometimes  give  them  money  for  health  care,  for  instance,  educa- 
tion, CETA.  Within  6  months,  they  are  back  lobbying  for  the  next 
year.  It  seems  to  me,  it  makes  sense  to  extend  a  little  more  certain- 
ty with  regard  to  funding  over  a  longer  period  of  time  so  there  can 
be  some  planning  and  so  we  can  have  a  better  idea  of  how  effec- 
tively they  are  operating  rather  than  the  constant  year-to-year 
chaotic  process  which  I  do  not  think  serves  the  public  or  local 
community. 

The  last  point  I  would  make  is  in  regard  to  the  public  focus.  The 
comments  made  by  Mr.  Beilenson  are  accurate.  In  effect,  yes,  the 
Appropriations  Committee  should  have  been  doing  its  job.  I  think 
you  can  argue  that  Ways  and  Means  ought  to  be  doing  their  job 
and  the  committees  should  be  doing  their  job  in  terms  of  oversight. 

There  really  is  not  the  necessary  focus  on  oversight.  The  main 
focus  is  still  on  new  legislation,  whether  it  is  a  new  public  works 
program  or  a  highway.  We  need  to  have  the  oversight,  and  so  to  set 
aside  time  in  the  Congress  solely  for  the  purpose  of  oversight  will 
help  create  the  public  focus  on  where  these  areas  are. 

One  goes  back  to  his  or  her  community  or  district.  What  do  you 
hear  about?  You  hear  what  Senator  Proxmire  is  talking  about.  The 
people  come  up  and  say  Senator  Proxmire  found  this  or  that  waste; 
and  you  hear  about  research  programs  where  there  is  waste.  Peo- 
ple's focus  is  suddenly  attuned  to  the  fact  there  is  waste  in  the 
process.  There  are  also  programs  working  in  the  process  and  there 
is  just  not  enough  attention  to  that  aspect. 

My  idea  is  to  try  to  create  that  kind  of  focus.  My  proposal  is  to 
do  this  across  the  board  in  a  2-year  budget.  I  think  in  some  areas 
this  will  work,  but  I  am  not  sure  whether  in  Defense  it  would 
make  sense  to  have  a  2-year  budget.  I  am  not  sure  in  other  areas  it 
would  make  sense.  But  there  are  areas  where  that  2-year  budget 
would  make  sense  in  areas  such  as  education  or  health  care,  the 
Endowments  for  the  Arts  and  the  Humanities,  where  I  think  a  2- 
year  budget  really  makes  sense  and  we  do  not  have  to  go  through 
this  constant  process  fighting  the  same  old  battles,  when  we  can  do 
it  over  a  longer  period  of  time. 

The  proposal  I  make  to  you  is  flexible,  and  what  I  am  simply 
saying  to  this  committee  is  if  we  are  to  do  proper  oversight,  you 
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have  to  set  aside  the  time  for  it  through  extending  the  budget 
period  involved  in  these  various  programs. 

Thank  you,  Mr.  Chairman. 

[Mr.  Panetta's  prepared  statement  follows:] 

Prepared  Statement  of  Hon.  Leon  E.  Panetta,  a  Representative  in  Congress 

From  the  State  of  California 

Mr.  Chairman,  members  of  the  subcommittee,  thank  you  very  much  for  allowing 
me  to  have  the  opportunity  to  speak  before  you  today. 

I  want  to  commend  the  subcommittee  and  its  chairman  for  taking  the  initiative 
and  sponsoring  oversight  hearings  on  ways  to  improve  congressional  control  of 
spending  and  of  the  bureaucracy.  This  year  in  the  House  we  have  seen  a  renewed 
commitment  on  the  part  of  many  Members  to  bringing  the  budget  and  the  bureauc- 
racy under  control.  We  have  seen  efforts  to  pass  across-the-board  cutbacks  to  many 
spending  measures  and  resistance  to  increasing  the  national  debt  limit. 

In  addition,  we  have  seen  in  this  Congress  a  proliferation  of  very  excellent  bills 
aimed  at  incorporating  formal  congressional  review  of  programs  and  policies. 
Among  these  bills  is  Butler  Derrick's  Legislative  Oversight  Act  that  seeks  to  force 
the  bureaucracy  to  account  for  its  actions  in  very  measurable,  concrete  terms  and  to 
force  Congress  to  look  at  these  accountings  before  adopting  reauthorization  bills. 
Also,  there  is  the  "sunset"  approach  taken  by  Jim  Blanchard  that  requires  review  of 
all  programs  on  a  5-year  rotating  basis.  These  are  good  bills  and  I  am  cosponsoring 
both.  In  addition,  there  are  proposals  providing  for  a  legislative  veto  and  zero-based 
budgeting. 

However,  Mr.  Chairman,  I  have  one  serious  concern  about  these  approaches:  We 
simply  do  not  have  the  time  or  procedural  framework  within  which  these  proposals 
can  work.  We  can  make  these  last-minute  amendments  to  appropriations  bills  on 
the  floor,  but  ultimately  we  are  taking  a  bludgeon  to  very  delicate  questions — what 
is  the  performance  of  an  agency  on  a  program,  how  much  money  is  needed  to  do  the 
job?  While  we  can  continue  to  take  this  meat-ax  approach,  to  do  the  job  well 
ultimately  we  must  begin  making  these  crucial  spending  decisions  far  earlier  in  the 
legislative  process.  Similarly,  we  can  write  legislation  to  require  oversight  of  all 
programs,  but  indications  are  that  even  now  legislative  committees  have  very  little 
time  for  oversight.  If  they  are  required  to  review  all  programs,  even  on  a  5-year 
schedule,  the  problems  would  be  enormous,  problems  that  the  Rules  Committee 
most  of  all  recognizes. 

On  top  of  this,  each  Member  knows  how  increasingly  precious  his  time  is  becom- 
ing. Increases  in  the  mail  load,  time  demands  from  well-organized  lobbying  groups, 
the  rising  expectations  of  the  public  about  congressional  performance  and  the 
ambitious  legislative  agenda  of  the  Carter  Administration  together  press  upon  our 
available  time.  How  can  we  possibly  review  all  Federal  programs  and  make  serious 
determinations  about  program  priorities  and  waste  with  so  little  time? 

Mr.  Chairman,  the  answer  is  that  we  cannot,  at  least  under  our  present  annual 
authorizing  and  appropriating  system.  For  this  reason,  as  you  know,  I  have  intro- 
duced H.R.  2000,  the  Biennial  Budgeting  Act  to  switch  Congress  to  a  2-year  budget 
scheme.  By  eliminating  the  need  to  do  all  our  authorizing  and  appropriating  work 
twice  in  every  Congress,  we  can  give  ourselves  the  time  to  look  closely  at  programs, 
weed  out  ineffective  or  inefficient  ones,  make  responsible  cuts  in  the  budget,  and  get 
control  over  the  bureaucracy.  In  the  process,  I  believe  we  can  gain  back  some  of  the 
confidence  of  the  people  in  their  government  that  has  been  lost  in  recent  years. 

In  brief,  under  the  provisions  of  H.R.  2000,  the  first  6  months  of  the  first  year  of 
each  2-year  congressional  term  would  be  devoted  to  formal  oversight  of  programs 
and  agencies  by  the  committees  of  each  House.  The  second  6  months  of  the  first 
year  would  be  set  aside  for  the  reporting  by  the  Budget  Committee  of  the  First 
Budget  Resolution  and  the  reporting  by  the  legislative  committees  of  all  authorizing 
legislation.  The  second  year  would  be  used  for  the  passage  of  the  First  Budget 
Resolution  on  the  floor  and  any  authorizing  legislation.  Only  later,  after  the  adop- 
tion of  the  First  Budget  Resolution  and  all  authorizing  legislation  would  the  Con- 
gress adopt  appropriations  bills.  (This  avoids  the  situation  of  passing  appropriations 
before  authorizations.)  The  bill  retains  the  seventh  day  after  Labor  Day  (second 
session)  as  the  deadline  for  consideration  of  appropriations  bills  and  letains  the 
same  schedule  as  the  Congressional  Budget  Act  for  adoption  of  the  Second  Budget 
Resolution  and  any  reconciliation  resolutions. 

My  conversations  with  members  of  the  Budget  and  Appropriations  Committees 
and  my  own  experience  with  the  Budget  Resolutions  convince  me  that  no  one  really 
feels  we  have  enough  time  to  review  the  budget  and  oversee  existing  programs  and 
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policies,  let  alone  enough  time  to  go  over  new  program  proposals  to  see  whether 
they  are  needed  or  well-conceived.  The  very  fact  that  there  are  some  20,000  bills 
introduced  during  each  Congress,  coupled  with  the  committees'  oversight  responsi- 
bilities and  with  the  need  to  extend  on-going  programs  each  year,  means  that 
meaningful  oversight  and  review  are  almost  impossible  to  achieve.  The  result  is  that 
outdated  and  ineffective  programs  keep  slipping  through,  while  new  programs  are 
not  given  the  time  they  deserve.  Moreover,  members  of  the  Budget  and  Appropri- 
ations Committees  are  pushed  to  their  very  limits  in  coping  with  the  schedule,  while 
other  Members,  given  about  2  weeks  to  review  the  First  Budget  Resolution  of  some 
$500  billion,  fall  to  drawing  sharp  and  bitter,  often  symbolic,  partisan  lines,  instead 
of  fully  debating  the  budget. 

Biennial  budgeting  is  not  an  entirely  new  concept.  For  many  years.  Senator 
Warren  Magnuson  introduced  a  bill  to  split  each  congressional  session  into  separate 
authorizing  and  appropriating  sessions,  with  the  goal  of  allowing  more  time  for 
oversight.  Some  States  use  the  biennial  budgeting  system,  and  pursuant  to  the 
provisions  of  the  Congressional  Budget  Act,  the  Congressional  Budget  Office  has 
studied  the  concept  of  advance  appropriations  in  some  detail. 

The  CBO  report  forthrightly  identified  one  important  result  from  switching  to  the 
2-year  budgeting  system — the  budget  and  appropriations  committees  of  each  House 
would  gain  time  for  important  oversight  responsibilities.  To  have  even  a  chance  of 
adopting  the  2-year  system,  of  course,  we  must  be  responsive  to  the  concerns  of 
members  of  these  committees  that  they  not  lose  influence  or  control  through  any 
new  procedural  changes.  I  believe  CBO  addresses  this  concern  in  its  report,  noting: 
"The  arguments  against  2-year  appropriations  revolve  mainly  around  possible  dim- 
inution of  Appropriations  Committee  oversight  and  the  difficulty  of  forecasting  a 
program's  warranted  level  of  resources  for  24,  compared  to  only  12,  months  ahead. 
But  if  the  committees  did  not  have  to  spend  so  much  time  each  year  on  routine 
'budgetary,'  they  would  in  fact  have  more  time  for  their  oversight  work,  leading  to 
more  rather  than  less  oversight.  Unexpected  demands  can  always  be  accommodated 
by  supplemental  appropriations." 

I  think  these  same  benefits  would  also  accrue  to  all  other  committees,  not  least  of 
all  the  Rules  Committee,  which  has  to  handle  a  truly  staggering  amount  of  legisla- 
tion every  year. 

One  very  exciting  benefit  that  we  might  also  gain  from  biennial  budgeting  is  the 
greater  financial  security  such  a  system  would  provide  State  and  local  governments. 
According  to  a  study  conducted  for  the  Congressional  Budget  Office  by  consultants 
Peat,  Marwick,  Mitchell  and  Co.,  State  and  local  governments,  faced  with  continual 
delays  and  uncertainty  with  regard  to  Federal  assistance  on  which  they  are  so 
dependent,  often  are  forced  to  make  poor  decisions  on  their  own  budgets  and  on 
program  design  and  implementation.  They  often  "under-spend"  out  of  fear  that 
subsequent-year  appropriations  will  be  cut  and  thus  often  lose  funds  at  the  end  of 
the  fiscal  year  as  a  result.  Clearly,  this  banker's  nightmare  means  that  everyone 
loses  in  the  end. 

The  potential  benefit  of  biennial  budgeting  is  that  it  would  allow  these  bodies 
more  certainty  of  funding  for  a  longer  period,  thus  allowing  them  to  make  more 
careful  plans  for  spending  the  Federal  funds.  The  General  Accounting  Office,  in  a 
1971  letter  to  Senator  John  McClellan,  noted: 

While  we  believe  that  advance  funding  is  particularly  important  for  grant-in-aid 
programs  to  States  and  local  agencies,  it  would  also  be  desirable  for  many  other 
types  of  programs  and  activities  of  the  Federal  Government  where  firm  planning 
prior  to  the  beginning  of  the  appropriation  year  is  a  significant  factor  in  the 
successful  execution  of  such  programs  and  activities. 

Along  these  lines,  the  Peat,  Marwick,  Mitchell  study  points  out: 

If  properly  applied,  advanced  budgeting  should  have  a  beneficial  effect  upon  all 
aspects  of  program  management  and  should  ultimately  produce  more  effective 
programs.  'The  intergovernmental  partnership  in  program  delivery  should  be 
strengthened,  the  beneficiaries  of  programs  should  be  better  served,  and  the  taxpay- 
ers in  general  should  get  more  for  their  money. 

That  study  goes  on  to  single  out  1-year  advanced  appropriations  as  probably  the 
most  widely  suited  form  of  advanced  budgeting  to  achieve  these  ends.  One-year 
advanced  appropriations  is,  of  course,  basically  another  name  for  biennial  budget- 
ing. In  a  time  when  State  and  local  governments  are  feeling  the  pinch  of  both 
inflation  and  the  taxpayer  revolt  heralded  by  California's  Proposition  13,  such 
benefits  to  these  hard-pressed  governments  cannot  be  readily  ignored. 

I  think  I  have  touched  on  the  main  issues  surrounding  the  idea  of  biennial 
budgeting.  I  hope  I  have  addressed  them  to  your  satisfaction.  It  is  my  hope  that  this 
bill  will  receive  your  most  serious  consideration  and  that  it  will  serve  as  a  talking 
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point  for  full  evaluation  of  the  present  budget  system  and  the  alternatives  to  it. 
Certainly,  if  we  do  come  up  with  a  new  budget  system — and  I  fully  appreciate  your 
concerns  about  opening  the  process  to  a  free-for-all  series  of  changes — it  will  not  be 
without  the  expertise  and  full  contributions  of  the  members  of  this  committee. 

I  do  want  to  reiterate  my  conviction  that  2-year  budgeting  will  give  us  more  time 
for  oversight  of  present  programs  and  more  time  for  thoughtful  planning  of  a  new 
budget.  The  extra  time  will,  I  think,  compensate  for  the  concerns  raised  about  the 
difficulty  of  forecasting  spending  in  advance  and  will  largely  eliminate  our  reliance 
on  supplemental  appropriations  and  Third  Budget  Resolutions.  It  would,  in  fact, 
give  the  Budget  and  Appropriations  Committees  the  time  they  need  to  do  their  jobs 
the  way  they  want  to,  as  well  as  allowing  even  more  participation  by  the  executive 
branch  than  is  now  possible.  The  benefits  to  State  and  local  governments  predicted 
by  the  GAO  and  the  CBO  study  are,  I  think  you  will  agree,  tremendously  exciting. 

I  think  there  is  a  widespread  recognition  within  the  House  that  the  budget 
process  is  basically  sound  and  can  only  be  improved  by  more  time  for  oversight.  But 
despite  this  fact,  the  budget  grows  and  taxpayers  resent  this  as  they  fork  over  their 
hard-earned  money  with  no  perceptible  improvement  in  Government  services.  We 
feel  their  pressure  daily  on  our  actions.  But  in  objecting  to  high  taxes  and  runaway 
spending,  Americans  are  not  asking  their  Government  be  dismantled.  They  are 
saying  that  they  have  every  right  to  expect  that  the  dollars  we  appropriate  on  their 
behalf  will  be  handled  efficiently  and  effectively. 

We  reflect  the  frustrations  of  our  constituents  every  day  on  the  floor  of  the 
House.  Everyone  here  has  made  a  real  effort  to  analyze  current  spending  at  the 
same  time  he  or  she  is  considering  new  spending  measures.  Some  Members  have 
used  "knee-jerk"  voting  against  all  new  spending  measures  as  a  way  of  calling  for 
budget  control  and  oversight.  But  neither  approach  can  really  work  in  the  long  run. 

We  must  adopt  a  system  that  allows  Congress  enough  time  to  give  the  budget  the 
serious  attention  it  deserves  or  we  will  never  get  it  under  control.  There  are  worthy 
proposals  before  the  House  to  create  a  zero-based  budgeting  system  and  to  establish 
"sunset  laws"  that  would  give  all  Federal  programs  a  limited  life  cycle.  I  support 
these  measures  as  one  way  of  coping  with  the  present  situation,  but  I  believe  they 
will  be  ultimately  useless  unless  we  provide  time  for  Congress  to  exercise  its 
oversight  responsibilities  fully.  By  moving  to  a  2-year  budget  we  can  gain  that  time 
and  make  significant  progress  in  getting  the  budget  under  control. 

Mr.  Chairman,  members  of  the  subcommittee,  thank  you  for  allowing  me  to  be 
here  today. 

Mr.  Zeferetti.  Thank  you,  Mr.  Panetta,  and  thank  you  for  your 
presentation. 

Each  and  every  one  of  us  looks  for  efficiency.  I  think  what  you 
have  proposed  is  really  thought  provoking,  and  we  should  give  it  a 
lot  of  consideration. 

As  you  well  know,  the  annual  review  of  various  programs,  and 
the  reason  for  having  an  annual  budgeting  authority  is  to  evaluate 
programs  and  make  sure  they  are  working  effectively.  As  you 
indicate,  the  military  is  one  of  these  areas — would  you  think  your 
proposal  would  diminish  that  type  control? 

Mr.  Panetta.  No;  I  think  what  it  would  do,  there  are  these  areas 
where  year-to-year  evaluation  of  these  programs  and  our  needs  are 
necessary  and  I  do  not  deny  that.  But  I  think  we  go  through  the 
process  here  of  sometimes  going  through  authorizing  legislation 
every  year  on  every  program  on  every  proposal,  and  it  subjects 
that  program  to  constant  change,  constant  new  regulations.  I  am 
just  doing  it  right  now  on  the  food  stamp  program.  My  God,  we 
passed  a  comprehensive  program  in  1977,  now  we  are  back  dealing 
with  the  food  stamp  program  again  for  various  reasons,  and  we 
will  face  all  the  same  issues  again  and  again.  In  Farmers  Home 
Loan,  we  pass  on  the  same  issues  every  year.  I  think  through  a 
little  discipline,  we  can  say  this  is  a  program  we  can  extend  for  2 
years  or  3  years  or  maybe  4  years.  But  to  do  it  on  this  constant 
year-to-year  basis,  you  just  tend  to  rubberstamp  the  programs  in 
place. 
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Mr.  Zeferetti.  If  we  do  it  during  the  second  year,  would  it  not  be 
just  as  congested  since  in  effect  we're  adopting  both  budget  resolu- 
tions at  the  same  time.  Would  it  not  be  just  as  congested  and  time 
consuming?  I  really  don't  follow  that  thought. 

Mr.  Panetta.  If  the  first  year  is  devoted  to  essentially  having  the 
committees  focus  on  what  the  budget  process  should  be  and  what 
the  programs  look  like  and  where  savings  and  reductions  could  be 
made;  that  in  fact,  the  second  year  will  focus  more  on  the  appropri- 
ations process  rather  than  the  budget  process.  We  have  just  gone  2 
weeks  on  the  budget  resolution.  We  will  do  this  again  when  we  get 
to  the  second  budget  resolution  and  we  will  do  it  again  next  year.  I 
do  not  think  it  makes  much  sense.  I  think  we  should  do  it  every  2 
years  and  that  would  make  more  sense. 

Mr.  Zeferetti.  How  do  we  handle  the  problem  of  a  new  Member 
coming  in  and  1  year  later  he  has  to  vote  on  something  down  the 
road.  How  is  that  politically  sound  for  him. 

Mr.  Panetta.  One  of  the  issues  raised  is  if  you  have  this  Member 
who  is  able  to  operate  or  to  pass  legislation  or  vote  on  issues  every 
year,  that  gives  him  a  little  more  insight. 

Mr.  Zeferetti.  At  least  he  can  go  back  home  and  talk  about 
some  of  the  things  he  believes  in. 

Mr.  Panetta.  But  frankly,  I  think  that  again,  the  question  is,  are 
we  trying  to  make  sense  out  of  the  process  or  are  we  trying  to 
attune  this  place  to  politics?  With  regards  to  some  programs,  such 
as  pork  barrel  issues  which  relate  to  construction  programs,  or 
highway  programs,  or  water  programs,  I  think  one  vote  every  2 
years  is  sufficient  to  give  that  Member  a  platform  on  which  to 
campaign  or  something  to  attack. 

As  long  as  it  is  done  every  2  years,  and  obviously  it  cannot  be 
done  beyond  that  because  of  your  2-year  terms,  but  I  think  you  can 
do  the  job. 

Mr.  Beilenson.  In  this  way,  you  can  go  back  in  18  months  and 
tell  the  folks,  "I  have  not  voted  for  a  single  program." 

Mr.  Panetta.  Which  may  be  a  political  advantage. 

Mr.  Beilenson.  You  could  change  the  cycle  and  have  half  in  one 
term  and  half  in  the  next.  You  would  be  passing  on  new  bills 
during  the  first  part  of  your  term  and  not  during  the  second  part. 

Mr.  Beilenson.  You  did  not  talk  an  awful  lot  in  your  presenta- 
tion about  the  workings  of  the  thing  itself.  But  as  to  specifics,  I 
think  it  was  very  good.  I  am  not  sure  that  you  are  going  to  focus 
public  attention  on  these  things  necessarily  in  a  better  way  by 
doing  what  you  propose,  but  the  really  good  thing  about  what  you 
propose  is  that  you  make  it  possible  for  the  membership  to  allocate 
its  time  properly,  to  be  able  to  look  at  those  things  in  a  reasonable 
and  responsible  manner. 

I  think  I  am  correct  in  recalling  that  just  3  or  4  weeks  ago, 
before  the  budget  resolution  was  on  the  floor — it  has  been  on  the 
floor  so  long,  it  seems  like  a  month — but  as  I  recall,  there  were 
efforts  to  move  from  1-  to  2-year  appropriations.  I  think  one  sugges- 
tion came  from  Foreign  Affairs.  I  was  dismayed  by  the  passage  of 
the  amendments  to  reduce  it  to  a  1-year  authorization.  I  was  con- 
cerned that  the  Members  would  not  allow  them  to  do  that.  I  hope 
this  did  not  speak  of  the  overall  mentality  in  the  House  that  would 
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not  allow  this  moderate  change.  I  think  it  is  modest  and  extremely 
useful  at  the  same  time. 

I  do  not  think  we  have  to  worry  about  any  of  the  sunset  prob- 
lems— I  think  you  are  providing  us  with  a  relatively  straightfor- 
ward and  useful  and  practicable  way  of  trying  to  face  up  to  this 
problem.  I  think  it  is  a  step  you  should  take  first  before  we  move 
on  to  other  things  which  I  consider  far  less  obviously  desirable.  I 
wonder  if  our  colleagues  on  the  floor  will  support  this  modest 
proposal. 

Mr.  Panetta.  That  is  a  legitimate  question.  I  think  on  that 
particular  proposal,  Members  felt  we  were  dealing  with  foreign  aid 
and  perhaps  we  ought  not  to  just  allow  for  a  2-year — I  guess  it  was 
an  appropriation — that  would  then  take  you  out  of  the  process  of 
reviewing  foreign  aid  every  year.  I  think  to  some  extent,  Members 
are  kidding  themselves.  I  think  most  of  the  Members  who  work 
with  those  programs  feel  a  2-year  approach  makes  a  lot  of  sense.  It 
was  essentially  those  who  continued  to  attack  foreign  aid  who  felt 
the  2-year  budget  was  not  appropriate. 

Mr.  Beilenson.  Perhaps  the  only  way  to  succeed  would  be  by 
putting  everything  in  the  2-year  framework. 

Would  you  take  us  through  what  a  particular  committee  would 
be  doing  over  a  2-year  time  span? 

Mr.  Panetta.  The  way  it  would  operate,  you  come  in  at  the 
beginning  of  the  session,  spend  the  first  6  months  in  the  commit- 
tees instead  of  having  the  dates  the  way  they  are  now  with  the 
March  15  date  and  then  the  April  15,  May  15.  What  would  happen 
is  that  the  first  6  months  would  be  spent  mainly  to  oversee  the 
programs  and  agencies  by  each  of  the  authorizing  committees  of 
the  House.  The  second  6  months  of  the  first  year  would  be  set  aside 
by  reporting  by  the  Budget  Committee  or  the  first  budget  authori- 
zation and  the  reporting  of  the  authorizing  committees. 

So  again,  the  first  6  months  oversight,  the  second  6  months 
budget  committee  works  with  reports  that  have  a  little  more  mean- 
ing instead  of  having  an  authorizing  committee  send  it  over  there. 

The  second  year  would  then  be  used  for  the  passage  of  the 
budget  resolution  itself  on  the  floor,  then  the  authorizing  legisla- 
tion that  would  be  reported  out. 

Then  later  in  that  year,  we  would  have  confirmation  of  the 
second  budget  resolution. 

In  other  words,  instead  of  forcing  the  budget  process  into  1  year, 
it  would  be  essentially  extended  over  2  years,  allowing  for  the  first 
year  of  focus  for  essentially  development  of  the  budget  itself. 

Mr.  Beilenson.  For  some  reason,  I  am  not  quite  clear. 

You  take  two  kinds  of  legislation,  take  the  Public  Health  Service 
Act,  that  is  an  ongoing  thing.  Let  us  make  believe  it  is  annual. 
Under  your  bill,  if  this  became  law,  they  would  not  have  to  reauth- 
orize it  in  the  first  3  months  the  way  they  do  now. 

Mr.  Panetta.  That  is  right. 

Mr.  Beilenson.  Now,  do  they  pass  their  reauthorization? 

Mr.  Panetta.  No;  at  that  point,  all  they  do  is  then  make  a 
recommendation  to  the  Budget  Committee  as  to  the  level  it  should 
be  funded. 

Mr.  Beilenson.  This  is  the  first  or  second  6  months? 

Mr.  Panetta.  First  6  months. 
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Mr.  Beilenson.  We  are  reauthorizing  Public  Health  Service 
every  2  years,  now? 

Mr.  Panetta.  Yes;  the  actual  reauthorization  bill  would  then 
take  place  in  the  second  year.  Second  6  months,  the  committee 
would  be  working  on  the  authorizing  legislation  itself.  The  second  6 
months,  looking  at  the  authorization  proposal  itself.  Then  the 
actual  authorization  itself  would  come  to  the  floor  in  the  second 
year. 

Mr.  Beilenson.  And  so  far  as  the  Public  Health  Service  Act  is 
concerned  and  the  Interstate  Commerce  Committee,  do  they  have 
any  relationship  to  each  other  the  second  year?  The  original  com- 
mittee, would  it  be  ignoring  it  the  second  year  of  the  process?  What 
do  they  do  the  second  year? 

Mr.  Panetta.  The  question  is  if  there  is  new  legislation  before 
that  committee  or  if  in  fact  they  want  to  continue  to  have  over- 
sight over  the  program,  those  are  options  that  are  available. 

Mr.  Beilenson.  The  second  example  would  be  a  new  bill.  I  take 
it  that  under  your  proposal  there  are  no  restrictions  or  rules  with 
respect  to  how  and  when  Interstate  Commerce  and  its  relevant 
subcommittee  deals  with  a  bill? 

Mr.  Panetta.  Instead  of  having  to  make  a  decision,  as  they  do 
now,  as  to  whether  they  will  work  on  that  new  legislation 

Mr.  Beilenson.  I  guess  no  one  does  this  now  because  they  do  not 
have  time. 

Mr.  Panetta.  That  is  right.  So  everyone  makes  shotgun  propos- 
als as  to  what  they  may  or  may  not  work  on,  and  then  what  would 
happen  on  that  new  legislation  is  again,  they  would  have  the  first  6 
months  to  decide  whether  indeed  this  is  an  area  they  would  like  to 
consider  in  new  legislation,  and  then  spend  the  next  6  months  and 
next  year  working  on  whether  that  proposal  should  be  enacted. 

Mr.  Beilenson.  So  your  bill  deals  only  with  authorizing  legisla- 
tion. 

We  have  143  subcommittees.  You  would  really  think  that  we 
have  all  these  notably  working  groups  of  legislators,  and  that  if 
they  were  at  all  serious  as  to  doing  oversight  or  review,  we  have  an 
adequate  number  of  institutional  structures  already  set  up  in  the 
House  to  do  that.  But  we  certainly  have  enough  little  groups  of 
people  around  to  do  this  work  if  they  wanted  to. 

Mr.  Panetta.  There  are  oversight  committees  in  most  of  the 
committees.  The  95th  New  Members  Caucus  last  year  asked  how 
much  oversight  had  been  conducted  and  found  better  had  been 
done. 

Mr.  Beilenson.  There  is  also  a  requirement  for  oversight.  The 
full  committees  are  supposed  to  submit  a  report  within  the  first  60 
days  as  to  what  their  plans  for  oversight  are.  Even  the  small 
authorizing  committees  pass  authorizing  legislation  each  year.  In 
foreign  aid,  they  vary  the  amount  in  that  process  of  reviewing  the 
effectiveness.  That  is  the  whole  process  right  now.  I  do  not  think 
things  will  work  any  better  if  we  do  something  else. 

Mr.  Derrick.  If  the  gentleman  will  yield,  I  have  an  excellent 
piece  of  legislation  that  I  ask  you  to  cosponsor.  What  we  do  is  we 
call  ourselves  from  now  on,  instead  of  Congressmen,  we  call  our- 
selves "Chairmen." 
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Mr.  Zeferetti.  One  other  thing.  How  about  the  timelag  between 
the  first  budget  resolution  and  the  March  31  requirement  the 
second  year. 

Mr.  Panetta.  Essentially  the  timelag  reflects  the  present  timelag 
between  May  15  and  September  15  right  now,  in  which  you  have 
this  period  of  time  in  which  the  appropriations  bill  and  other 
proposals  are  being  worked  on.  What  we  have  essentially  done  is 
expand  the  present  budget  time  frame. 

Mr.  Zeferetti.  Could  we  not  have  economic  changes  within  that 
4-month  period? 

Mr.  Panetta.  Yes;  the  flexibility  for  that  has  to  be  built  into  it, 
just  as  we  do  now.  Even  the  period  of  3  or  4  months  between  the 
resolution  that  passes  on  the  floor  and  the  second  current  resolu- 
tion, the  same  thing  could  take  place.  Frankly,  changing  the  time 
gives  us  an  advantage. 

As  Butler  knows,  having  been  on  that  committee,  the  economists 
who  come  before  the  committee  have  different  ideas.  What  they 
need  to  do  is  try  to  stabilize  that  over  a  period  of  time  based  on 
their  projections. 

Mr.  Zeferetti.  Mr.  Derrick. 

Mr.  Derrick.  Thank  you,  Mr.  Chairman. 

Do  you  serve  on  Public  Works? 

Mr.  Panetta.  No. 

Mr.  Derrick.  You  know  we  made  a  substantial  attempt  when  I 
was  chairman  of  the  Budget  Task  Force  Committee  to  implement 
full  funding  on  water  projects.  We  got  absolutely  nowhere  with  it.  I 
fear  this  is  what  you  will  run  into  with  your  legislation.  I  admire 
your  tenacity,  because  I  remember  when  you  had  been  here  for  2 
months,  you  testified  before  the  Budget  Committee  on  this  very 
subject. 

But  what  we  run  into  is  the  argument  you  are  going  to  get,  the 
lack  of  oversight,  the  discipline  of  them  having  to  come  before  the 
Congress  every  year. 

We  had  such  a  difficult  time  on  the  Budget  Committee  budgeting 
for  a  12-month  period,  much  less  a  2-year  period. 

What  I  foresee  you  will  probably  run  into — and  you  said  your 
amending  process  would  have  to  be  flexible — but  what  you  will  run 
into,  you  will  find,  for  instance,  Members  like  my  dear  friend 
Parren  Mitchell,  who  comes  to  mind  when  we  start  talking  about 
multiyear  budgeting.  How  in  the  world  will  you  convince  Parren? 
The  facts  indicate  you  will  have  an  unemployment  rate  which  is  2 
percentage  points  more  2  years  from  now  than  it  is  at  present.  You 
know  politics  is  the  art  of  expectation.  These  expectations  are  not 
going  to  be  fulfilled. 

Mr.  Panetta.  I  recognize  the  realities  of  Members  in  effect  want- 
ing to  have  the  programs  reviewed  every  year,  sometimes  for  their 
own  purposes,  because  that  gives  them  the  power  to  deal  with  the 
program  on  a  year-to-year  basis,  and  therefore  they  have  influence 
on  a  year-to-year  basis.  My  concern  is  that  sometimes  the  authoriz- 
ing committees  just  continue  to  pack  away  the  same  programs 
because  those  are  the  ones  that  are  their  favorites,  and  they  do  not 
begin  to  really  look  at  these  programs. 

The  second  thing,  as  you  pointed  out,  is  the  changes  in  economics 
with  regard  to  job  programs  and  what  have  you.  I  guess  the  fact  is 
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that  that  takes  place  now  even  under  the  12-year  period.  If  we 
could  extend  it  over  a  2-year  period,  perhaps  we  would  still  have 
the  same  problems,  but  perhaps  we  could  focus  on  a  longer  period 
of  time  which  might — instead  of  riding  a  roller  coaster,  we  might 
be  able  to  project  a  little  more  over  a  longer  period  of  time. 

In  the  budget  process  we  are  supposed  to  be  evaluating  programs 
for  a  5-year  period.  In  some  cases  we  are  flying  by  the  seat  of  our 
pants.  It  would  help,  frankly,  if  we  could  implement  that  in  a  way 
that  gives  us  this  longer  budget  period  over  2  years  and  perhaps,  as 
I  have  said,  gives  us  fewer  of  the  kind  of  erratic  changes  that  have 
to  take  place  in  the  process.  It  has  to  be  flexible.  You  cannot  make 
it  built  into  stone  so  there  is  no  flexibility.  But  quite  frankly  in  the 
Budget  Committee,  the  thing  that  concerns  me  is  that  we  are 
constantly  facing  waivers.  Maybe  if  people  were  looking  over  a 
longer  period  of  time  it  would  help. 

Mr.  Derrick.  I  commend  you  for  what  you  are  doing.  I  think 
your  concept  as  well  as  the  oversight  and  sunset  concept  suffers 
from  something  the  Congress  is  going  through  now.  The  Congress 
seems  to  me  to  be  looking  for  a  way  for  someone  else  to  make  their 
hard  decisions  for  them.  I  think  there  is  the  matter  of  a  constitu- 
tional amendment  to  balance  the  budget,  which  is  a  perfect  exam- 
ple. They  want  to  in  some  way  avoid  making  the  hard  decisions. 
We  all  know  the  only  way  to  balance  the  budget  is  to  increase 
taxes  and  decrease  expenditures.  If  people  approach  the  sunset 
legislation  with  the  idea  there  is  some  miracle  that  will  be  per- 
formed where  they  do  not  have  to  decide  whether  their  veterans 
get  $10  a  month  more  or  not — just  like  your  perception,  I  think 
people  in  some  way  think  they  will  not  have  to  make  annual 
decisions,  but  will  have  to  make  decisions  every  2  or  3  years.  It 
does  not  work  that  way.  It  is  merely  a  means  in  which  you  can 
conduct  business  in  a  little  more  orderly  fashion. 

I  commend  you  for  your  effort. 

Mr.  Zeferetti.  There  will  be  some  additional  questions  that  we 
will  submit  in  writing  and  we  hope  you  will  respond  to  them. 

Mr.  Panetta.  Yes,  certainly. 

Mr.  Zeferetti.  This  concludes  this  hearing  by  the  Subcommittee 
on  the  Legislative  Process. 

There  are  a  number  of  statements  which  have  been  submitted 
for  inclusion  in  the  record.  Without  objection,  the  statements  of  the 
following  Members  will  be  made  a  part  of  our  official  record  of 
these  hearings: 

Representatives  Robert  Giaimo,  James  Cleveland,  Arlan  Stange- 
land,  David  Treen,  Lyle  Williams,  Margaret  Heckler,  and  George 
O'Brien. 

[The  statements,  as  though  read,  follow:] 

STATEMENT  OF  HON.  ROBERT  N.  GIAIMO,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  CONNECTICUT 

Mr.  Giaimo.  Mr.  Chairman,  I  am  happy  to  be  with  you  this 
morning  as  a  cosponsor  of  Congressman  Butler  Derrick's  Legisla- 
tive Oversight  Act,  H.R.  65.  He  did  an  outstanding  job  last  year  as 
a  member  of  the  Budget  Committee,  working  with  our  staff  to 
develop  what  I  believe  is  a  truly  workable  approach  to  the  compli- 
cated area  of  legislative  oversight. 
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I  stress  the  word  "workable."  The  main  reasons  that  the  Budget 
Committee  got  involved  in  drafting  an  oversight  bill  were  to  help 
insure  that  the  legislative  proposal  would  not  only  help  Congress 
direct  resources  toward  high  priority,  effective  programs,  but  also 
to  insure  that  the  mechanism  for  doing  so  would  be  compatible 
with  the  schedules  and  workloads  of  the  annual  budget,  authoriza- 
tion, and  appropriation  cycles.  This  bill,  it  seems  to  me,  achieves 
these  goals  and  addresses  the  real  cause  of  our  failures  in  the 
program  oversight  area.  It  does  so  in  the  following  ways: 

First,  it  puts  the  burden  on  committees — in  the  final  analysis,  on 
the  Congress  itself— to  define  much  more  clearly  and  with  as  much 
specificity  as  possible  what  we  are  trying  to  accomplish  when  we 
authorize  a  new  program.  All  too  often,  the  objectives  and  state- 
ments of  purpose  that  we  enact  are  stated  too  broadly — often  in 
vague  terms — so  that  it  is  virtually  impossible  to  determine  what 
we  are  trying  to  do  and  how  the  funds  to  be  spent  on  the  activities 
we  are  authorizing  are  expected  to  accomplish  their  objectives. 

This  bill  will  require  us  to  legislate  by  defining  our  specific 
objectives  and  the  annual  accomplishments  needed  to  achieve  those 
objectives.  If  the  bill  did  nothing  more,  it  would  be  an  important 
step  forward. 

Second,  with  those  objectives  set  in  specific  and  measurable 
terms,  we  will  be  much  better  able  to  evaluate  program  results. 
Agencies  will  report  to  us  annually  in  terms  of  the  specific  goals 
and  activities  Congress  has  spelled  out  in  bills  and  reports  and  not 
their  version  of  whether  the  program  is  working  or  not.  In  addi- 
tion, they  will  have  to  compare,  in  their  reports,  the  costs  and 
accomplishments  of  the  program  with  the  costs  and  accomplish- 
ments of  other  programs  having  similar  objectives.  As  a  result,  the 
Congress  will  have  before  it,  over  time,  really  meaningful  program 
comparisons  so  that  it  can  do  a  better  job  of  evaluation,  oversight, 
and  resource  allocation. 

Finally,  when  a  particular  program  is  due  for  reauthorization, 
the  committee  of  jurisdiction  will  have  to  review  the  entire  record 
of  the  program  and,  in  its  report  accompanying  the  reauthorization 
bill,  tell  us  how  the  program  has  worked  according  to  its  own 
specific  expectations  as  spelled  out  in  its  authorizing  law. 

This  seems  to  me  a  sensible  and  workable  approach.  No  current 
programs  would  be  terminated.  Future  authorizations  would  have 
a  time  limit,  and  they  would  also  have  a  built-in  information 
reporting  requirement  so  that  we  would  know  rapidly  if  programs 
are  not  performing  as  intended.  There  would  be  no  flood  of  paper- 
work to  impede,  rather  than  to  help,  the  legislative  process. 

In  short,  the  bill  puts  the  burden  where  it  belongs— on  Congress 
and  its  committees  to  legislate  better  so  that  we  can  judge  and 
evaluate  better.  Hopefully,  it  will  enable  us  to  end  those  programs 
that  ought  to  be  ended  and  expand  those  that  are  achieving  the 
objectives  we  carefully  set  for  them. 

Again,  I  want  to  commend  my  colleague,  Butler  Derrick,  for  his 
outstanding  work  in  this  area.  I  plan  to  work  as  closely  with  him 
as  possible  to  get  this  bill  adopted  this  year. 
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STATEMENT  OF  HON.  JAMES  C.  CLEVELAND,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  NEW  HAMPSHIRE 

Mr.  Cleveland.  Mr.  Chairman,  Congress  is  often  its  own  worst 
enemy.  The  means  we  choose  often  defeat  the  ends  we  proclaim. 

This  bill,  H.R.  65,  the  Legislative  Oversight  Act  of  1979,  has  the 
potential  to  correct  a  major  part  of  this  problem. 

As  a  cosponsor  of  the  legislation,  I  see  the  problem  to  which  the 
bill  is  addressed  as  having  two  interrelated  phases: 

First,  we  tend  to  legislate  too  hurriedly  and  with  too  little  infor- 
mation. We  discover  a  "good  idea,"  or  we  try  to  meet  a  perceived 
public  need,  or  we  respond  to  public  or  private  demands  for  action. 

We  do  this,  moreover,  in  an  environment  which  discourages  re- 
flection and  deliberation.  It  is  a  highly  political  environment  in 
which  a  premium  is  placed  on  moving  legislation  and  building  a 
record  of  achievement.  It  is  also  a  fragmented  environment  in 
which  legislation  is  shaped  primarily  in  subcommittees  with 
narrow,  specialized  jurisdictions,  with  few  Members  participating, 
and  with  no  systematic  requirement  for  testing  assumptions,  as- 
sessing consequences,  or  considering  similar  or  related  concerns. 

In  the  process  of  enacting  such  legislation,  of  developing  the 
consensus  necessary  to  pass  the  bill,  its  language  is  frequently  a 
victim  of  circumstances.  Precision  is  sacrificed  for  ambiguity,  since 
ambiguity  presents  fewer  targets.  Vagueness  and  generalization 
substitute  for  definition  of  purpose  and  clarity  of  expression,  since 
the  general  elicits  greater  expectation  than  the  particular. 

Taken  together,  these  factors  inevitably  produce  the  second 
phase  of  the  problem:  difficulties  of  implementation  and  oversight. 

When  Congress  fails  to  obtain  and  consider  all  the  relevant 
information,  all  the  foreseeable  consequences,  it  is  likely  to  contra- 
dict existing  policy,  confuse  administrators  and  the  general  public, 
and  complicate  an  already  complex  situation. 

When  Congress  fails  to  define  purposes,  clarify  objectives,  and 
establish  standards,  it  denies  administrators  the  guidance  and  di- 
rection they  need  and  it  invites  those  administrators,  in  effect,  to 
write  their  own  law,  to  substitute  their  own  judgment  for  that  of 
the  Congress.  It  generates  delay,  waste,  and  increased  cost. 

Under  those  conditions.  Congress  not  only  makes  implementa- 
tion of  the  law  uncertain,  but  it  also  denies  itself  the  means  of 
evaluating  performance.  Good  oversight,  like  good  administration, 
requires  specific  objectives  to  be  accomplished  and  precise  stand- 
ards by  which  to  measure  those  accomplishments.  The  absence  of 
such  objectives  and  standards  makes  it  difficult  at  best  to  deter- 
mine whether  a  program  has  been  a  success  or  a  failure.  And  it 
makes  all  but  impossible  the  identification  of  concrete  factors 
which  account  for  success  or  failure. 

In  brief,  therefore,  the  way  we  legislate  too  often  prevents  the 
executive  branch  from  carrying  out  a  cohesive  policy  and  prevents 
the  legislative  branch  from  finding  out  why. 

H.R.  65  addresses  each  phase  of  this  problem.  And  therein  lies  its 
potential  for  effectiveness.  Unlike  so-called  sunset  legislation,  this 
bill  gets  at  the  problem  at  its  origin,  in  the  drafting  and  early 
consideration  stages.  By  doing  so,  the  final  legislative  product — 
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assuming  the  process  is  carried  out — will  enable  oversight  and 
evaluation  to  be  exercised  more  purposefully. 

This  is  how  H.R.  65  would  work: 

First:  Any  bill  which  provides  spending  authority,  directly  or 
indirectly,  must  specify  both  its  objectives  and  its  planned  accom- 
plishments for  each  year  of  its  life.  It  must  also  require  the  admin- 
istering agency  to  report  annually  on  the  extent  to  which  objec- 
tives are  being  met  and  accomplishments  are  being  realized. 

Second:  The  committee  report  accompanying  any  such  bill  also 
must  identify  objectives  and  planned  accomplishments,  and  do  so 
in  greater  detail.  Further,  the  report  must  explain  the  relationship 
between  the  proposed  new  program,  its  costs  and  accomplishments, 
and  all  other  programs  having  similar  or  related  purposes.  And  the 
report  must  justify  the  need,  extent,  and  duration  of  the  proposed 
Federal  spending. 

Third:  When  such  a  program  is  being  reauthorized,  the  commit- 
tee report  must  include  an  overall  assessment  of  the  degree  to 
which  its  objectives  have  actually  been  achieved. 

Fourth:  The  required  annual  reports  from  the  administering 
agency  must  contain  specific  and  measurable  information  about 
program  costs,  accomplishments,  and  comparisons  with  related 
public  and  private  programs. 

Fifth:  The  General  Accounting  Office  must  assist  the  Congress  in 
obtaining  the  necessary  information.  GAO  would  be  required  to 
publish  and  maintain  a  descriptive  catalog  of  Federal  spending 
activities  which  shows  the  interrelationships  among  such  activities, 
compares  program  costs  and  accomplishments,  identifies  duplicat- 
ing and  overlapping  activities,  and  describes  related  State,  local, 
and  private  activities. 

Sixth:  No  legislation  providing  spending  authority  could  be  effec- 
tive for  more  than  5  years. 

One  of  the  most  attractive  and  significant  features  of  H.R.  65  is 
its  enforcement  mechanism— a  very  simple,  direct,  and  potentially 
effective  one.  It  provides  that  it  shall  not  be  in  order  to  consider 
any  bill  or  resolution  which  provides  spending  authority  unless 
that  bill  or  resolution  conforms  to  the  requirements  of  H.R.  65  and 
unless  the  accompanying  report  also  meets  those  specifications. 

This  means,  of  course,  that  any  Member  may  raise  a  point  of 
order  against  a  measure  if  that  legislation  or  its  report  fails  to 
contain  the  required  language.  Unless  presiding  officers  completely 
ignore  the  requirements  of  H.R.  65— and  rulings  or  points  of  order 
can  be  overturned — this  provision  should  provide  substantial  assur- 
ance that  the  requirements  will  be  respected. 

Mr.  Chairman,  the  enactment  of  H.R.  65  would  strengthen  the 
lawmaking  and  oversight  potential  of  the  Congress  in  a  number  of 
ways  that  may  not  be  immediately  apparent. 

It  would,  for  example,  impose  a  kind  of  self-discipline  on  the 
legislative  process  in  the  form  of  systematic  and  enforceable  re- 
quirements for  adequate  information  and  effective  standards.  In 
this  sense,  its  effect  would  be  analagous  to  that  of  the  new  congres- 
sional budget  process. 

It  would  force  the  Congress,  its  Members  and  its  committees  to 
be  more  deliberative  and  less  implusive.  It  would  make  us  all  take 
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more  time — and  provide  us  the  resources  to  do  so — to  think 
through  the  consequences  of  our  actions. 

It  would  help  the  executive  branch  do  a  better  job  of  administer- 
ing the  laws  we  send  them.  Policy  cohesion  and  consistency  would 
be  improved.  Purposes  would  be  better  defined,  goals  more  clearly 
stated,  and  standards  for  measuring  achievement  more  realistic. 

It  would  require  and  produce  better  staff  work  in  committees. 
What  some  staffs  do  now  out  of  a  professional  sense  of  integrity,  all 
staffs  would  be  required  to  do,  regularly  and  systematically. 

It  would  encourage  closer  coordination  between  congressional 
committees  and  the  General  Accounting  Office,  and  enhance  the 
likelihood  that  GAO's  important  evaluation  work  will  have  a  great- 
er impact  on  congressional  decisionmaking. 

It  would  enable  the  Congress  to  legislate  more  intelligently,  to 
judge  a  proposal  within  the  full  context  of  related  public  and 
private  activities,  to  assess  a  measure  against  the  full  range  of 
costs  and  benefits,  options  and  alternatives. 

Perhaps  most  important,  Mr.  Chairman,  passage  of  H.R.  65 
would  represent  further  evidence  of  the  Congress  determination  to 
act  responsibly.  As  such,  it  could  help  move  forward  the  essential 
work  of  restoring  public  confidence  in  the  Government,  in  general, 
and  in  the  Congress  in  particular. 

In  the  complex  world  of  the  Congress,  no  single  reform  can  be  a 
cure-all.  H.R.  65  is  no  exception.  It  will  not,  by  itself,  solve  all  our 
legislative  and  oversight  problems. 

It  will  not,  for  instance,  eliminate  the  need  for  a  thorough  reor- 
ganization of  our  committee  system  so  as  to  rationalize  jurisdic- 
tions, equalize  workloads,  reduce  scheduling  conflicts,  et  cetera.  In 
fact,  a  reorganized  committee  structure  would  contribute  greatly  to 
the  effectiveness  of  H.R.  65. 

It  will  not,  by  the  force  of  its  language  alone,  substitute  for  the 
understanding  and  support  of  the  Members,  committees,  and  staffs 
who  must  make  it  work.  Rules  and  requirements  can  be  abused  as 
easily  as  they  can  be  written. 

In  the  interpretation  and  application  of  H.R.  65,  too,  some  cau- 
tions should  be  sounded. 

The  bill  places  great  emphasis  on  precisely  drawn  objectives  and 
on  accomplishments  that  can  be  measured.  But  all  social,  political, 
and  human  values  are  not  always  quantifiable.  H.R.  65  should  not 
be  seen  as  suggesting  that  the  only  measures  of  achievement  are 
those  which  can  be  counted. 

The  use  of  the  point  of  order  as  an  enforcement  procedure  may 
impose  some  burden  on  presiding  officers  and  parliamentarians.  At 
the  very  least,  it  will  require  a  high  level  of  sophistication  and 
objectivity  to  determine  whether  a  particular  bill  or  report  con- 
tains language  which  meets  the  demanding  requirements  of  H.R. 
65. 

Finally,  the  informational  and  analytical  requirements  of  H.R. 
65  may  inspire  some  to  see  a  need  for  further  expansion  of  commit- 
tee staffs.  In  an  already  overstaffed  Congress,  I  hope  this  inspira- 
tion will  be  resisted.  The  staff  work  mandated  by  the  bill  is  pres- 
ently being  done  in  some  committees.  With  the  added  help  of  the 
GAO,  all  committees  should  be  able  to  accomplish  the  work  with- 
out suffering  insuperable  burdens. 
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With  these  caveats,  Mr.  Chairman,  I  wholeheartedly  endorse 
H.R.  65.  Of  all  the  versions  of  sunset,  sunrise,  or  other  oversight 
legislation,  this  seems  to  have  more  promise  and  fewer  problems 
than  the  rest. 

Thank  you  very  much. 

STATEMENT  OF  HON.  ARLAN  STANGELAND,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  MINNESOTA 

Mr.  Stangeland.  Mr.  Chairman  and  distinguished  colleagues,  I 
appreciate  this  opportunity  to  testify  further  on  the  importance  of 
early  and  favorable  consideration  of  comprehensive  regulatory 
reform  legislation.  Recently,  I  read  some  disturbing  statistics,  pro- 
vided by  the  American  Management  Association,  that  I  would  like 
to  share  with  you.  The  fiscal  1979  Federal  budget  to  operate  41 
regulatory  agencies  is  projected  at  $4.8  billion,  up  115  percent  in  5 
years.  Business  estimates  its  costs  to  comply  with  existing  regula- 
tions at  $134.8  billion  in  1979.  The  average  business  now  fills  out 
6,000  Government  compliance  forms  a  year  at  a  cost  of  $40  bil- 
lion— $20  billion  to  complete  the  documents;  $20  billion  to  process 
them.  Direct  and  indirect  cost  of  regulation  to  the  consumer 
amount  to  $130  billion  a  year,  approximately  $2,000  per  American 
family  annually.  Federal  regulatory  bureaucracy  has  grown  438 
percent  since  1951,  from  23,508  permanent  Government  positions 
then  assigned  to  regulatory  agencies  to  today's  126,465. 

Although  already  called  for  in  statutes,  legislative  oversight 
hasn't  been  much  more  than  a  handy  phrase  to  use  to  assure 
constituents  that  we  are  as  concerned  as  they  are  about  the  bu- 
reaucracy, redtape,  and  Government  rules  and  regulations.  We 
have  been  given  the  opportunity,  through  H.R.  2  and  H.R.  65,  to 
reassert  our  oversight  responsibility  by  terminating  budget  authori- 
ty for  outmoded  and  ineffective  programs  and  refusing  to  consider 
any  legislation  which  calls  for  new  budget  authority  unless  that 
legislation  meets  certain  criteria. 

I  have  heard  allusions  to  our  being  the  "no  Congress. "  I  do  not 
consider  that  tag  a  bad  one.  It  is  time  for  Congress  to  accept  its 
responsibility  for  the  part  it  has  played  in  creating  the  monster  we 
call  bureaucracy.  These  sunrise  and  sunset  measures  do  not  threat- 
en the  continuation  of  worthwhile,  cost-effective  programs.  Over- 
sight legislation  is  designed  to  insure  the  taxpayers  of  this  country 
that  they  are  getting  the  best  from  their  Government.  In  my  view, 
best  is  less. 

I  am  delighted  to  see  legislation  relating  to  congressional  over- 
sight and  program  review  being  given  the  attention  it  deserves  by 
this  subcommittee.  As  stated  in  my  testimony  presented  during  the 
initial  hearing  on  this  important  subject,  I  am  eager  to  work 
toward  passage  of  comprehensive  legislation  that  will  increase  ac- 
countability and  insure  a  cooperating  partnership  between  the  leg- 
islative and  executive  branches  to  achieve  the  goal  of  good  Govern- 
ment. 

STATEMENT  OF  HON.  DAVID  C.  TREEN,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  LOUISIANA 

Mr.  Treen.  Thank  you  for  this  opportunity  to  discuss  with  you 
my  concerns  about  the  oversight  processes  of  the  House,  and  our 
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procedures  in  general.  I  commend  the  gentleman  from  Louisiana 
and  the  gentleman  from  Mississippi  for  their  efforts  to  remedy  the 
very  inadequate  way  in  which  the  House  now  does  oversight. 

I  have  not  had  any  opportunity  to  study  H.R.  2  and  H.R.  65  in 
detail.  However,  I  have  a  strong  feeling  that  we  cannot  solve  our 
oversight  shortcomings  by  focusing  on  oversight  alone.  The  short- 
age of  oversight  in  the  House  is  primarily  related  to  our  overall 
schedule  of  work  in  the  House  and  Congress  attempt  to  legislate  in 
every  imaginable  area  of  human  endeavor. 

Oversight  is  neglected  in  Congress  because  Congress  does  not  set 
aside  adequate  time  for  its  performance.  Rather  then  set  aside  a 
definite  period  for  oversight,  we  now  have  oversight  competing 
with  hearings  on  proposed  legislation,  markup  sessions,  constituent 
meetings,  and  even  sessions  of  the  House  itself.  Given  a  choice 
between  attending  an  oversight  hearing  or  a  meeting  to  consider 
amendments  to  controversial  legislation,  which  committee  session 
will  the  overwhelming  majority  of  Members  choose? 

Let's  look  for  a  moment  at  the  time  demands  on  the  average 
Congressman.  Members,  especially  those  from  districts  some  dis- 
tance from  Washington,  spend  considerable  time  traveling  to  and 
from  these  districts  in  order  to  maintain  close  contact  with  their 
constitutents.  Many  of  us  make  this  round  trip  every  week.  While 
back  home,  we  are  engaged  in  a  constant  round  of  meetings  with 
groups  and  individuals  having  problems  which  need  solutions. 
There  is  virtually  no  time  for  study  or  legislative  analysis  during 
this  heavily  scheduled  time. 

In  Washington,  the  average  Member's  day  is  likely  to  begin  early 
with  a  breakfast  meeting,  followed  by  a  heavy  round  of  in-office 
appointments  interspersed  with  the  demands  of  committee  and 
subcommittee  attendance.  When  the  bells  announce  the  opening  of 
the  legislative  day  on  the  House  floor,  the  tempo  only  increases; 
committee  and  office  meetings  with  constituents  and  staff  are  in- 
terrupted by  numerous  trips  to  the  House  Chamber  as  the  bells 
demand  responses  to  quorum  calls  or  recorded  votes  on  legislation. 
After  the  day's  adjournment  which,  more  frequently  than  ever 
before,  often  comes  well  after  normal  business  hours,  a  Congress- 
man is  usually  faced  with  numerous  phone  calls  to  return  and  a 
number  of  obligatory  receptions  to  attend.  Add  to  that  a  stack  of 
mail  to  read,  edit,  and  sign.  And,  accompanying  this  frantic  day-to- 
day schedule,  are  the  political  time  demands  occasioned  by  the 
biennial  reelection  effort. 

The  net  result:  No  time  remains  for  quiet,  contemplative  study  of 
the  numerous  legislative  topics  which  need  to  be  thoroughly 
mastered. 

One  of  the  things  that  we  must  do  is  reform  the  committee 
structure  in  the  House.  We  simply  serve  on  too  many  committees 
and  subcommittees.  By  way  of  illustration,  I  serve  on  the  Armed 
Services  Committee  and  two  of  its  subcommittees;  and  on  the  Mer- 
chant Marine  and  Fisheries  Committee  and  three  of  its  subcommit- 
tees. In  the  94th  and  95th  Congresses,  I  served  on  select  commit- 
tees on  Intelligence  and  the  Outer  Continental  Shelf  Committee 
respectively.  This  is  fairly  typical.  To  keep  up  with  the  work  of  all 
of  these  committees  and  subcommittees  is  impossible.  Most  of  the 
time,  at  least  two  of  these  committees  are  meeting  at  the  same 
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time.  Recently,  four  of  the  committees  on  which  I  serve  were 
meeting  simultaneously.  Members  of  Congress  should  be  limited  to 
service  on  one  standing  committee  only,  with  perhaps  the  excep- 
tion of  periodic  service  on  one  of  the  committees  of  lesser  impor- 
tance. 

One  of  the  most  time-consuming  and  frustrating  items  is  the  self- 
defeating  effect  of  repeated  quorum  calls  and  recorded  votes  in  the 
House  Chamber.  They  take  a  minimum  of  15  minutes  each  time 
they  occur.  They  repeatedly  disrupt  those  committee  meetings  at 
the  same  time  the  House  is  in  session,  a  circumstance  which  occurs 
much  too  frequently  inasmuch  as  the  House  now  begins  its  sessions 
at  11  a.m.,  instead  of  noon,  on  Thursdays  and  Fridays.  Traditional- 
ly the  mornings  have  been  reserved  for  committee  meetings. 

The  vast  majority  of  Members  are  not  in  the  House  Chamber 
when  a  quorum  call  or  recorded  vote  begins.  They  must  stop  what 
they  are  doing,  be  it  committee  or  other  work,  go  to  the  floor,  make 
a  hurried  decision  about  how  to  vote,  and  then  return  to  their 
previous  work.  On  some  days  we  have  virtually  an  unending 
parade  back  and  forth  between  the  House  office  buildings  and  the 
House  Chamber.  Besides  the  time-consuming  effect,  physical  ex- 
haustion often  occurs. 

The  ominous  result,  however,  is  that  the  committee  work  re- 
mains uncompleted,  and  the  Members  have  missed  the  benefit  of 
the  debate  on  and  explanation  of  bills  and  amendments  as  they  are 
brought  up  on  the  floor  to  the  House.  This  can  be  terribly  discour- 
aging to  a  Member  who  offers  a  proposal,  often  in  the  form  of  an 
amendment,  which  has  great  merit.  He  argues  his  case  to  the  30  or 
40  Members  on  the  floor  and  perhaps  persuades  a  majority  of  those 
that  are  listening.  But  the  400  or  so  Members  then  pile  into  the 
Chamber  and,  minus  the  benefit  of  the  presentation,  vote  on  some 
basis  other  than  the  floor  discussion  and  debate. 

A  way  must  be  found  to  insure  that  Members  are  better  in- 
formed about  the  legislation  on  which  they  are  acting.  The  Ameri- 
can public  should  expect  and  demand  such  as  the  minimum  level  of 
performance  by  its  Representatives. 

One  thing  that  can  help  considerably  is  for  Congress  to  stop 
acting  in  areas  where  action  by  the  Federal  Government  is  not 
required.  Two  issues  which  illustrate  my  point  come  to  mind:  edu- 
cation and  land  use. 

Since  1965,  the  Federal  Government  has  increasingly  meddled  in 
the  running  of  our  local  schools,  even  going  so  far  as  to  threaten 
one  school  district  with  loss  of  Federal  funds  if  it  continued  to  hold 
its  traditional  father-son  banquet.  This  sort  of  nonsense  has  result- 
ed in  much  time  being  wasted  by  Congressmen  on  the  House  floor 
debating  the  wisdom  of  Federal  funding,  in  endless  committee 
hearings,  and  in  trying  to  arbitrate  between  the  Office  Education 
and  distraught  local  authorities.  For  all  the  time  spent  by  Congress 
on  the  problems  created  by  Federal  meddling  in  education,  the 
Government  contributes  only  SV2  percent  to  the  total  education 
budget  of  our  elementary  and  secondary  schools.  By  eliminating 
the  redtape  involved  in  dealing  with  the  Office  of  Education  in 
Washington  and  by  reserving  for  exclusive  State  and  local  use  of 
some  of  the  tax  sources  currently  exploited  by  the  Federal  Govern- 
ment, we  would  save  considerable  sums  which  could  then  be  put  to 
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better  use  in  the  process  of  educating  our  children.  And  Congress 
would  have  that  time-consuming  burden  lifted  from  its  overworked 
shoulders. 

Many  other  issues  also  illustrate  how  we  have  unnecessarily 
overburdened  Congress.  But  my  point  is  clear:  If  the  U.S.  Congress 
would  limit  itself  to  action  on  essential  matters,  matters  cannot  be 
adequately  handled  at  State  and  local  levels — national  security, 
international  affairs,  taxes,  and  certain  aspects  of  the  economy — 
Members  of  Congress  would  have  more  time  to  do  a  better  job  in 
the  areas  of  critical  national  importance.  An  entire  book  could  be 
devoted  to  the  ways  in  which  Congress  could  improve  its  efficiency 
by  reducing  the  volume  of  legislation  which  it  considers. 

However,  my  principal  purpose  today  is  to  advocate  a  fundamen- 
tal restructuring  of  our  congressional  sessions.  The  idea  might  even 
be  thought  revolutionary — especially  for  a  conservative.  My  propos- 
al was  inspired  by  a  somewhat  similar  concept  advanced  by  Joe 
Bartlett,  the  genial  former  minority  clerk  of  the  U.S.  House  of 
Representatives. 

Joe  has  a  deep  and  abiding  respect  for  our  representative  Repub- 
lic and  its  institutions,  but  as  a  long  time  observer  of  the  way  we 
perform  our  business,  he  concludes  that  our  procedure  for  perform- 
ing the  people's  business  is  "altogether  archaic  and  abysmal." 
What  is  needed  is  a  thorough  housecleaning  with  wide-sweeping 
procedural  changes. 

One  of  the  most  time-consuming  elements  in  congressional  oper- 
ations is  the  frequent  suspension  of  business  for  15-minute  periods 
to  conduct  recorded  votes  and  quorum  calls.  If  House  procedures 
required  Members  to  stay  in  the  House  Chamber  during  debate, 
votes  could  be  accomplished  in  a  fraction  of  the  time.  Furthermore, 
there  would  never  be  a  need  to  call  Members  from  all  over  Capitol 
Hill  in  order  to  have  enough  Members  in  the  Chamber  to  consti- 
tute a  quorum.  As  it  is  now,  a  15-minute  quorum  call  is  issued, 
Members  scurry  to  the  Chamber  to  record  their  presence,  and  then 
promptly  disappear  again.  As  a  result,  it  is  often  again  necessary  to 
suspend  business  for  another  15-minute  quorum  call.  For  instance, 
in  the  first  session  of  the  95th  Congress,  the  House  met  174  days, 
for  881  Vz  hours,  or  little  over  5  hours  per  day.  There  were  782  roll 
calls,  which  consumed  about  228  hours  or  45  workdays. 

This  is  completely  unacceptable.  Our  nondebate  time  could  and 
should  be  spent  more  constructively. 

The  essential  feature  of  the  procedural  restructuring  which  I 
propose  involves  breaking  up  the  work  of  Congress  into  several 
distance  chronological  segments.  This  proposed  structure  is  consist- 
ent with  the  Budget  and  Impoundment  Control  Act  and  meets  the 
•need  to  conclude  all  authorizing  and  appropriating  legislation 
before  the  commencement  of  the  fiscal  year — October  1.  These 
segments  are  as  follows: 

First,  in  early  December,  following  the  election  of  the  new  Con- 
gress, a  session  would  convene  for  organizational  purposes.  This 
first  phase  would  probably  consume  1  week,  2  at  the  outside,  just 
long  enough  to  elect  officers,  adopt  rules,  assign  Members  to  com- 
mittees, and  organize  committees. 

Second,  Congress  would  convene  again  on  January  3,  as  required 
by  the  Constitution,  for  a  session  which  would  last  roughly  until 
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March  24.  However,  during  this  period  the  House  would  meet  in 
formal  session  only  briefly,  to  take  care  of  administrative  or  house- 
keeping items  and  emergency  measures,  and  to  receive  the  Presi- 
dent's State  of  the  Union  Address.  This  period  of  approximately  12 
weeks  would  be  primarily  devoted  to  committee  hearings  and  meet- 
ings. The  big  advantage  here  is  that  committees  would  be  able  to 
meet  all  day  on  an  uninterrupted  basis.  This  would  enable  commit- 
tees to  make  substantial  progress  toward  final  action  on  bills  by 
the  target  date  of  May  15.  This  concentration  by  committees  would 
also  accommodate  the  requirement  that  all  authorizing  committees 
report  their  budget  recommendations  to  the  Budget  Committee  by 
March  15. 

The  second  part  of  this  segment  would  consist  of  a  2-week  recess, 
roughly  from  March  25  to  April  7.  This  would  permit  Members  to 
return  to  their  districts  to  consult  with  their  constituents  about 
legislation  or  work  on  other  constituent  matters. 

The  third  segment  would  commence  around  April  8  and  extend 
through  May  15.  During  these  5V2  weeks,  regular  House  sessions 
would  be  held  every  weekday  afternoon  to  dispose  of  all  bills  ready 
for  consideration.  No  bill  could  be  considered  until  at  least  5  days 
had  elapsed  from  the  filing  of  the  committee  report  on  that  bill. 
This  would  insure  minimal  time  for  Members  to  become  acquaint- 
ed with  legislation  and  the  committee's  views.  The  essential  feature 
of  this  regular  session  is  that  all  Members  would  be  required  to  be 
present  the  entire  time.  Any  Member  physically  able  to  be  present 
but  absent  would  have  his  pay  withheld. 

The  benefits  of  mandatory  attendance  are  substantial.  Foremost, 
all  Members — except  those  who  might  refuse  to  listen — would  gain 
the  benefit  of  the  presentation  and  debate  on  the  legislation  and  all 
amendments.  I  can  guarantee  without  any  fear  of  contradiction 
that  the  House  as  a  whole  would  be  dramatically  better  informed 
than  ever  before.  Another  benefit  would  be  the  reduction  of  time 
wasted  for  quorum  calls  and  rollcall  votes.  There  would  never  be  a 
need  for  a  quorum  call  since  attendance  would  be  mandatory. 
Many  recorded  votes  would  not  be  necessary  because  with  a  full 
House  most  questions  would  be  disposed  of  on  a  voice  vote.  Record- 
ed votes  would  occur  only  where  the  losing  side  on  a  voice  vote  felt 
it  might  win  on  a  recorded  vote,  or  where  Members  felt  it  impor- 
tant to  record  how  each  Member  votes. 

Committees  that  had  not  finished  their  business  during  the  prior 
segment  could  meet  in  the  mornings,  but  by  May  15  all  authorizing 
bills  would  have  to  be  reported  as  required  by  the  Budget  Act.  The 
Budget  procedure  also  requires  that  final  action  be  taken  on  the 
first  budget  resolution  by  May  15. 

The  second  part  of  this  third  segment  would  be  a  recess  from  ' 
May  16  to  May  31.  Since  all  committee  reports  would  have  been 
filed  by  May  15,  this  2-week  period  would  provide  an  opportunity 
to  study  reports  on  all  bills  not  previously  disposed  of,  and  would 
also  furnish  an  opportunity  for  an  interchange  of  views  between 
Members  and  their  constituents  before  final  action  during  the  next 
segment. 

The  fourth  segment  would  begin  on  June  1  and  extend  until  July 
31.  During  this  2-month  period,  the  House  would  be  in  regular, 
continual  session,  with  mandatory  attendance,  to  act  on  all  author- 
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ization  bills  reported  by  the  May  15  deadline.  The  House  could  also 
consider  any  appropriations  bill  ready  for  action.  The  Appropri- 
ations Committee,  its  subcommittees,  and  the  Budget  Committee 
would  have  the  mornings  of  all  days  for  their  meetings.  House 
sessions  would  commence  in  the  afternoon. 

A  recess  from  August  1  to  August  15  would  follow  the  2-month 
regular  session.  Members  could  utilize  this  period  for  vacation  or 
congressional  work. 

The  fifth  segment  would  begin  on  August  16  and  end  on  Septem- 
ber 30.  This  would  be  a  regular  session,  with  mandatory  attend- 
ance, to  act  on  appropriation  bills.  Daily  afternoon  House  sessions 
would  permit  House-Senate  conference  committees  to  meet  during 
the  mornings  to  work  out  differences  between  House  and  Senate 
appropriations  bills.  This  would  give  the  House  several  weeks  to 
act  on  appropriations  bills  before  the  early  September  deadline. 
The  House  would  then  take  final  action  on  the  second  budget 
resolution,  the  budget  reconciliation  measure,  conference  reports 
on  appropriations  bills,  and  any  Presidential  vetoes.  The  only  other 
bills  which  could  be  considered  during  this  segment  would  be  those 
of  an  emergency  nature  and  requiring  at  least  a  two-thirds  vote  in 
order  to  consider. 

The  sixth  segment  would  begin  October  1  and  end  around  De- 
cember 15.  This  segment  would  be  held  only  in  the  first  year  of  the 
congressional  term.  In  the  second  year,  the  House  would  adjourn 
on  October  1  inasmuch  as  election  of  a  new  Congress  would  occur 
on  the  first  Tuesday  of  November. 

The  sixth  segment,  which  would  occur  only  once  every  2  years, 
would  be  given  over  to  the  performance  of  Congress'  oversight 
function.  This  function,  most  Congressmen  will  agree,  has  been 
badly  neglected  over  the  years.  Genuine  oversight  is  absolutely 
essential  if  we  are  to  get  control  of  the  governmental  monster. 
During  this  2y2-month  period,  the  various  committees  would  con- 
duct oversight  hearings  to  determine  how  existing  laws  and  pro- 
grams are  being  carried  out  by  the  executive  branch.  There  would 
be  no  formal  meetings  of  the  House  during  this  period,  which 
means  that  these  hearings  could  be  conducted  without  interrup- 
tion. Committees  could  conduct  hearings  at  appropriate  places 
throughout  the  United  States.  If,  for  example,  the  Public  Works 
Committee  wanted  to  have  oversight  hearings  on  a  flood-protection 
program  in  Louisiana,  it  could  meet  there  rather  than  in  Washing- 
ton. One  obvious  benefit  of  this  arrangement  would  be  the  closer 
relationship  between  the  public  and  its  Government.  Legitimate 
foreign  travel,  and  much  of  it  is  legitimate,  could  also  be  undertak- 
en by  the  appropriate  committees  during  this  time. 

I  propose  that  during  this  oversight  segment,  attendance  of  com- 
mittee members  be  mandatory,  with  absence  permitted  only  for 
physical  incapacity  or  attendance  at  other  official  functions  of  the 
Congress. 

In  summation,  I  propose  that  Congress:  (1)  Take  immediate  steps 
to  reform  the  committee  system  to  reduce  the  number  of  commit- 
tees on  which  Members  serve,  (2)  cease  legislative  intrusion  into 
areas  where  local  and  State  governments  are  competent  to  act,  and 
(3)  restructure  its  procedures  to  permit  committees  to  meet  on  an 
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uninterrupted  basis,  with  mandatory  attendance  at  House  sessions, 
and  with  deadlines  for  concluding  the  Nation's  legislative  business. 
In  my  judgment,  these  three  changes  will  dramatically  improve 
the  efficiency  of  the  Congress  and  substantially  raise  the  quality  of 
our  legislative  work  product. 

STATEMENT  OF  HON.  LYLE  WILLIAMS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  OHIO 

Mr.  Williams.  To  say  that  there  is  a  need  for  improved  legisla- 
tive oversight  and  for  the  enactment  of  sunset  legislation  is  obvi- 
ous. The  growth  of  Government  and  governmental  regulation  over 
the  past  decade  demands  that  we,  as  the  legislators  responsible  for 
that  growth,  take  a  fresh,  hard,  and  critical  look  at  what  we  have 
created  and  make  the  necessary  changes,  modifications,  and  reci- 
sions.  I  am  hopeful  that  we  will,  in  the  96th  Congress,  firmly 
establish  for  ourselves  a  workable  oversight  process  which  will 
begin  to  bring  some  order  to  the  chaos  of  Government. 

Of  the  two  bills  which  I  understand  the  subcommittee  is  present- 
ly considering,  H.R.  2  and  H.R.  65,  I  am  inclined  to  support  H.R. 
65. 

I  believe  that  the  approach  embodied  in  H.R.  65  is  simple  and 
straightforward.  It  is  easily  understood  and  I  believe  that  that  is 
one  of  the  bill's  greatest  assets.  However,  I  would  like  to  make  two 
suggestions  which  I  believe  would  improve  the  bill. 

First,  with  regard  to  the  agency  reports  required  by  section  102 
of  the  bill,  I  would  suggest  that  the  reports  be  submitted  by  Febru- 
ary 1  of  each  year  rather  than  October  15.  It  is  my  belief  that  by 
making  this  change  of  dates,  these  reports  would  be  more  useful 
for  the  respective  committees  of  the  House  and  Senate  in  their 
preparation  of  the  March  15  reports  required  by  the  Congressional 
Budget  and  Impoundment  Control  Act  of  1974— Public  Law  93-344. 

Second,  I  would  recommend  that  a  sunset  provision  be  included. 
This  could  probably  be  done  by  adding  a  section  403.  The  wording 
could  simply  be  something  along  the  lines  of: 

Notwithstanding  any  other  provision  of  law,  all  programs,  commissions,  agencies, 
and  departments  of  the  Federal  Government  shall  expire  on  September  30,  1985, 
except  those  provided  for  in  section  402  of  this  act.  Programs,  commissions,  agen- 
cies, and  departments  may  be  reauthorized  beginning  October  1,  1985,  but  in  no  case 
shall  such  reauthorization  be  for  a  period  of  more  than  5  years. 

By  adding  this  provision,  I  believe  that  we  would  be  giving 
ourselves  further  reason  to  approach  our  oversight  responsibility 
with  increased  vigor.  This  would  force  the  Congress  to  take  a  hard 
look  at  Government  and,  at  the  same  time,  provide  for  a  reason- 
able period  in  which  to  critically  evaluate  what  we  have  already 
enacted. 

With  regard  to  H.R.  2,  I  have  a  number  of  reservations.  First,  the 
bill  is  too  complicated  and  cumbersome.  Second,  I  do  not  like  the 
idea  of  a  Citizens'  Commission  as  provided  for  in  title  IV.  While  I 
am  in  full  support  of  the  policy  statement  in  section  402,  I  believe 
that  by  adopting  such  a  title  as  title  IV,  the  Congress  v/ould  be 
delegating  its  oversight  responsibilities  to  a  commission,  and  that  is 
wrong.  We  are  the  elected  respresentatives  of  the  people  and  over- 
sight is  a  part  of  the  job  that  we  are  elected  to  do.  We  cannot 
abdicate  our  responsibilities,  or  any  portion  of  them,  and  remain 
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true  servants  of  the  people.  Third,  I  beUeve  that  the  10-year  cycle 
is  too  long  and  should  be  reduced  to  5.  Finally,  I  believe  that  the 
schedule  established  in  section  lOlib)  is  better  left  to  the  appropri- 
ate committees  to  establish  for  themselves. 

Mr.  Chairman,  I  appreciate  the  opportunity  to  submit  this  state- 
ment and  if  I  may  be  of  any  assistance  to  the  committee,  please  be 
advised  that  I  stand  ready  to  help  in  any  way  that  I  can. 

Thank  you  Mr.  Chairman. 

STATEMENT  OF  HON.  MARGARET  M.  HECKLER,  A  REPRESENTA 
TIVE  IN  CONGRESS  FROM  THE  STATE  OF  MASSACHUSETTS 

Mrs.  Heckler.  Mr.  Chairman,  members  of  the  Rules  Committee, 
Like  Topsy,  the  programs  and  personnel  of  the  Federal  Govern- 
ment have  just  growed,  and  growed,  and  growed. 

There  has  been,  is,  and  always  will  be  legitimate  debate  about 
the  phenomenon  of  that  growth.  And  about  the  merits  of  the 
myriad  programs  which  embody  it. 

But  there  can't,  I  submit,  be  any  legitimate  debate  about  the 
need  for  periodic,  persistent  examination  and  analysis  of  both  pro- 
grams and  personnel. 

Needs  change.  The  country's  population  grows  and  shifts.  Science 
and  technology  often  make  what  was  sound  public  policy  in  1969, 
the  superannuated  policy  of  1979. 

Oversight  is  a  word  and  concept  that  has  suddenly  come  into 
fashion  and  full  flower.  It  ought  to  be  a  perennial  priority,  a 
permanent  part  of  the  congressional  scene. 

But  oversight — the  flower  that  blooms  so  brightly  in  this  spring 
of  1979 — may  fade  and  go  out  of  fashion  this  fall  and  winter  with 
the  same  swiftness  that  brought  it  to  the  fullness  of  recognition 
and  support  this  year  and  last. 

That,  Mr.  Chairman,  is  the  beauty  and  the  intrinsic  merit  of  the 
"sunset"  concept  and  that  is  what  argues  so  strongly  for  the  adop- 
tion of  sunset  legislation:  making  oversight  and  review  constant — 
keeping  the  congressional  thumb  and  spotlight  on  the  programs, 
policies,  and  personnel  of  the  Federal  Government  on  a  systematic, 
sustained  basis. 

There  is  no  journalist,  cub,  or  Pulitzer  prize  winner,  who  does 
not  have  a  horror  story  or  two  about  waste,  inefficiency,  incompe- 
tence, or  arrogance  in  the  Federal  bureaucracy  tucked  away  in  his 
storage  bag  for  use  as  a  rainy  day  story. 

The  stories  are  factual.  They  appear  month  in,  month  out  on  the 
front  pages  of  our  newspapers — on  the  most  viewed  hours  of  the 
TV  news  shows — as  a  38  second  filler  on  radio  news  reports. 

Those  stories  document  the  malaise  that  sunset  legislation  could 
and  I  believe  would,  begin  to  dispel. 

Most  of  us  who  serve  here  on  Capitol  Hill  hear— from  our  oppo- 
nents and  from  constituents  as  well— that  we  are  "out  of  touch." 
That  we  have  lost  contact  with  those  who  sent  us  here.  The  proof 
of  that  pudding  comes  at  the  ballot  box  on  a  regularly  scheduled 
and  observed  basis.  Elections  are  a  properly  mandated  form  of 
sunset  legislation  for  all  who  seek  and  then  hold  public  office. 
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Elections  cost  money;  campaigns  cost  even  more.  But  we  don't 
abolish  elections  to  save  dollars  because  elections  put  incumbents 
on  their  mettle  and  on  their  record. 

Why  should  not  nonelected  programs,  policies,  and  personnel 
have  to  face  the  same  kind  of  life  or  death  scrutiny  and  analysis  on 
the  same  kind  of  regularly  scheduled  timetable? 

Elected  public  officials — constable  to  Congressman — planning 
board  to  President — are  subject  to  the  political  guillotine — and 
heads  do  fall. 

I  argue  that  the  creatures  of  the  Congress  ought  to  face  a  no  less 
strict  accountability  standard. 

Sunset  legislation  will  put  programs,  policies,  and  personnel  on 
their  mettle.  And  by  doing  so  it  will  improve  the  quality — and  I 
think  the  quantity  too — of  the  service  the  taxpayers  have  a  right  to 
expect  from  their  servants. 

Sunset  legislation  will — automatically— sound  a  trumpet  which 
the  public  will  hear.  And  heed.  Newspapers,  television,  and  radio 
will  report  the  debate  which  ensues  when  the  worth  of  program 
"p"  or  bureau  "B"  is  put  onto  the  congressional  scales  for  evalua- 
tion. 

There  will  be  an  end  to  what  is,  in  reality,  a  twilight  zone  of 
Federal  programs,  policies,  and  personnel — amorphous,  out  of  sight 
and  spotlight — of  limited  and  only  sporadic  accountability. 

When  the  Congress  of  the  millenium  convenes,  the  House  and 
Senate  will— methodically,  punctually,  and  diligently,  do  an  on- 
going job  of  oversight.  The  Federal  code  will  be  combed  to  discover 
all  the  vices  of  Government.  The  language  on  which  those  vices 
feed  and  prosper  will,  forthwith,  be  struck  from  the  statute  books. 

But,  Mr.  Chairman,  the  Congress  of  the  millenium  is  not  the 
96th  Congress  and — optimistic  as  I  am — I  do  not  believe  it  will  be 
the  106th  Congress  either. 

We  need  the  institutional  discipline  which  sunset  legislation  will 
provide.  Congress  needs,  and  the  rest  of  Government  needs,  to 
stamp  oversight,  review,  and  analysis  on  the  calendar  of  the  next 
decade.  The  American  people — impatient  with  our  present  over- 
sight ways — have  endorsed  the  sunset  concept  because  their  com- 
monsense  tells  them  that  sunset  is  the  commonsense  answer  to  the 
oversight  problem. 

The  Senate  under  Senator  Muskie's  leadership  made  a  very  good 
beginning  last  year  when  it  adopted  87  to  1  a  pioneering  sunset 
legislation  bill. 

I  hope  the  House  under  the  leadership  of  the  Rules  Committee 
will  continue  to  forge  a  positive  sunset  trail. 

For  it  is  the  trail  that  leads — I  am  convinced — to  more  respon- 
sive, frugal,  responsive  Government  that  will  serve  the  United 
States  of  tomorrow  more  efficiently,  more  compassionately,  more 
imaginatively. 

Sunset  is  not  spelled  panacea.  But  it  fills  a  needed  void  in  the 
way  we  go  about  the  public  business.  Sunset  is  spelled  accountabil- 
ity. And  accountability  is  one  of  good  governments  first  commands. 
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STATEMENT  OF  HON.  GEORGE  M.  O'BRIEN,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  ILLINOIS 

Mr.  O'Brien.  Mr.  Chairman  and  members  of  the  Subcommittee 
on  the  Legislative  Process,  I  appreciate  the  opportunity  to  make 
this  statement  on  the  legislation  that  we  are  considering  here 

today. 

A  little  over  a  month  ago,  on  March  31,  1979,  the  Sun  went  down 
for  the  last  time  on  the  Renegotiation  Board,  a  Federal  agency  that 
long  outlived  its  usefulness.  As  the  ranking  minority  member  of 
the  Appropriations  Subcommittee  that  funded  this  agency,  I  was 
gratified  to  see  this  happen— it  was  about  time.  But  what  encour- 
aged me  even  more  was  the  manner  in  which  the  Board  reached  its 
demise.  It  was  phased  out  because  a  large,  bipartisan  group  of  my 
colleagues  evaluated  this  agency  and  decided  that  its  existence 
could  no  longer  be  justified.  And  for  the  first  time  in  recent 
memory  a  Government  agency  was  eliminated. 

This  is  just  one  example  of  how  the  sunset  concept  should  work. 
It  is  indicative  of  this  Congress'  intent  to  take  upon  itself  the  long 
overdue  task  of  bringing  the  Federal  Government  under  control 
and  insuring  that  it  performs  most  efficiently  its  responsibilities  to 
the  citizens  of  this  Nation. 

H.R.  2  proposes  a  methodical  review  system  that  would  require 
periodical  evaluation  of  the  myriad  agencies  that  comprise  our 
Federal  Government.  I  cannot  expand  or  elaborate  upon  what  my 
colleagues  here  and  in  the  other  body  have  stated,  but  I  appreciate 
the  opportunity  to  express  my  support  for  this  program.  While  it 
will  not  change  the  face  of  the  bureaucracy  overnight,  it  is  the  first 
positive  step  that  this  Congress  can  take  to  establish  control  over 
what  has  become  an  unwieldy  Government  that  is  expensive,  inef- 
fective, interferring,  and  sometimes  even  counterproductive. 

I  seem  to  feel  that  it  is  the  mood  of  this  Congress,  and  this 
country,  to  get  the  Government  off  the  backs  of  the  people  it  is 
supposed  to  serve.  I  hope  that  this  committee  will  give  sunset 
legislation  its  favorable  consideration  and  give  me  the  opportunity 
to  tell  my  constituents  that  I  have  done  something  to  eliminate  the 
waste  and  the  frustrations  that  are  the  product  of  big  government. 

Mr.  Zeferetti.  For  the  information  of  those  who  are  interested, 
the  next  hearing  on  the  subject  of  program  review  scheduled  by 
this  subcommittee  will  take  place  on  May  23. 

The  hearing  stands  adjourned. 

[Whereupon,  at  11:35  a.m.,  the  hearing  adjourned,  to  reconvene 
Wednesday,  May  23,  1979.] 
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WEDNESDAY,  MAY  23,  1979 

House  of  Representatives, 
Subcommittee  on  the  Legislative  Process, 

Committee  on  Rules, 

Washington,  D.C. 

The  subcommittee  met,  pursuant  to  notice,  at  2:03  p.m.,  in  room 
H-313,  the  Capitol,  Hon.  Shirley  Chisholm  presiding. 

Present:  Representatives  Chisholm,  Boiling,  Long,  Dodd,  Zefer- 
etti,  Derrick,  Beilenson,  Lott,  and  Frost. 

Mrs.  Chisholm.  The  subcommittee  will  come  to  order. 

OPENING  STATEMENT  OF  HON.  SHIRLEY  CHISHOLM,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mrs.  Chisholm.  A  number  of  Members  have  expressed  an  inter- 
est in  permitting  photographs  to  be  made  during  this  period,  and, 
without  objection,  photography,  if  unobtrusive,  will  be  permitted. 

Before  I  proceed,  I  would  like  to  say  we  want  to  welcome  the 
chairperson  of  this  particular  subcommittee  back,  Mr.  Gillis  Long. 
Mr.  Long  has  been  ill  for  a  while,  and,  of  course,  his  activities  are 
going  to  be  curtailed  just  momentarily,  so  I  have  the  opportunity  to 
replace  him  momentarily,  and  I  hope  you  will  understand  this  is 
the  first  time  I  have  been  placed  in  this  kind  of  position.  I  think  I 
am  rather  going  to  enjoy  it.  Chairman  Boiling. 

This  afternoon,  we  will  continue  our  hearings  on  legislation  to 
improve  program  review  by  the  Congress.  The  hearings  held  by  the 
subcommittee  thus  far  have  provided  a  forum  for  the  congressional 
proponents  of  the  two  primary  measures  under  our  consideration, 
H.R.  2,  and  H.R.  65,  and  today  we  enter  a  new  phase  of  our 
inquiry.  We  must  now  embark  upon  a  closer  examination  of  both 
expected  benefits  and  the  inherent  obligations  in  these  proposals. 

In  previous  testimony  before  the  subcommittee,  the  proponents 
of  these  measures  have  expressed  the  view  that  there  is  a  link 
between  improved  program  review  by  the  Congress  and  increased 
efficiency  in  the  Federal  Government;  and  less  costly  Government 
is,  in  turn,  seen  as  aiding  in  the  fight  against  inflation. 

We  need  to  know  what  can  reasonably  be  expected  from  enact- 
ment of  these  measures.  We  also  seek  the  counsel  of  those  on 
whom  the  burden  of  implementing  some  of  the  requirements  of 
this  legislation  will  fall.  And  these  proposals  to  varying  degrees 
would  impose  new  duties  on  Congress,  the  staff  that  serves  Con- 
gress, and  the  executive  branch. 
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Among  these  additional  tasks  are  the  compilation  of  program 
inventory,  a  catalog  of  interrelated  activities,  requirements  for 
quantitative  analysis,  and  more.  Many  of  these  requirements  are 
central  to  the  implementation  of  this  legislation. 

For  example,  the  program  inventory  required  by  H.R.  2  is  neces- 
sary to  insure  that  all  programs  receive  the  sunset  review  mandat- 
ed by  the  legislation,  but  how  is  one  to  define  a  program  when  a 
single  program  is  mandated  by  several  laws,  which  committees  will 
be  assigned  jurisdiction  for  review  in  the  catalog.  H.R.  65  requires 
a  catalog  of  interrelated  Federal  activity.  Again,  how  broad  or  how 
narrow  a  definition  of  interrelated  will  be  utilized? 

We  need  to  know  how  well  existing  staff  in  Congress  and  the 
executive  branch  can  respond  to  requirements  in  the  legislation. 
Implementation  is  crucial  to  the  success  of  any  measure  to  improve 
program  review. 

Our  final  recommendation  must  take  into  account  how  sunset  or 
sunrise  will  work  in  practice,  not  just  theory. 

Our  witnesses  this  afternoon  come  from  the  high  ranks  of  the 
executive  branch,  and  congressional  support  agencies.  We  look  for- 
ward to  their  testimony  and  hope  that  they  can  provide  us  with  a 
better  appreciation  of  how  these  proposals  would  work  if  they  were 
adopted. 

As  you  are  all  aware,  this  subject  matter  before  us  is  a  very 
complicated  and  a  very  complex  one.  Undoubtedly,  members  of  the 
subcommittee  will  have  additional  questions  they  would  like  to 
submit  to  our  witnesses  to  be  answered  later  in  writing.  Without 
objection,  these  questions  and  answers  would  be  made  a  part  of  the 
hearing  record. 

Before  recognizing  our  first  witness,  I  would  like  to  welcome  the 
chairman  of  the  subcommittee,  which  I  have  done  already,  and  I 
was  looking  for  someone  on  the  other  side,  but  I  guess  they  will  be 
coming  in  a  little  later. 

Our  first  witness  this  afternoon  is  Dr.  Alfred  Kahn,  adviser  to 
the  President  for  inflation,  and  Chairman  of  the  Council  on  Wage 
and  Price  Stability. 

Before  assuming  his  current  post,  Dr.  Kahn  served  as  Chairman 
of  the  Civil  Aeronautics  Board.  His  tenure  there  and  his  chairman- 
ship of  the  Public  Service  Commission  in  my  home  State  of  New 
York  earned  him  the  respect  of  all  interested  in  improving  govern- 
ment regulations. 

His  current  assignment  is  a  difficult  and  a  thankless  one,  but  I 
believe  that  most  Americans  have  been  impressed  with  the  kind  of 
determination  he  has  shown  in  dealing  with  a  very  perplexing 
problem. 

We  hope  that  you  will  not  only  discuss  how  these  proposals 
relate  to  your  role  as  inflation  fighter,  but  that  you  might  also 
provide  additional  wisdom  based  on  your  substantial  regulatory 
and  academic  experiences.  I  understand  that  due  to  a  previous 
engagement,  you  will  have  to  depart  immediately  following  your 
statement,  but  that  Mr.  Alvin  From,  Deputy  for  Legislative  and 
Congressional  Affairs  in  your  office,  will  remain  to  answer  ques- 
tions. 
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Mr.  From  has  experience  with  regard  to  sunset,  having  served  as 
Staff  Director  of  the  Muskie  subcommittee  that  shepherded  that 
legislation  through  the  Senate  in  the  last  Congress. 

We  are  glad  both  of  you  could  be  with  us  this  afternoon.  And,  Dr. 
Kahn,  please  proceed  at  your  discretion,  and  just  before  you  pro- 
ceed, what  is  the  will  of  the  Members?  Would  you  like  to  go  and 
vote  first  and  come  right  back?  I  think  that  might  be  wiser. 

Mr.  Long.  Shirley,  if  his  statement  was  only  going  to  be  5  or  6 
minutes,  maybe  we  could  hear  his  statement  and  allow  him  to  go 
and  then  break  and  go,  if  that  would  be  acceptable. 

Mr.  Kahn.  That  is  kind  of  you,  Mr.  Chairman. 

Mrs.  Chisholm.  You  may  proceed. 

STATEMENT  OF  ALFRED  E.  KAHN,  ADVISER  TO  THE  PRESL 
DENT  ON  INFLATION,  AND  CHAIRMAN,  COUNCIL  ON  WAGE 
AND  PRICE  STABILITY,  ACCOMPANIED  BY  ALVIN  FROM, 
DEPUTY  FOR  LEGISLATIVE  AND  CONGRESSIONAL  AFFAIRS, 
OFFICE  OF  THE  ADVISER  TO  THE  PRESIDENT  ON  INFLATION 

Mr.  Kahn.  I  will  be  brief,  especially  since  I  can  leave  Mr.  From, 
who  knows  more  about  the  subject  than  I,  and  in  that  way  not 
have  to  correct  errors  I  make. 

Madam  Chairman,  and  members  of  the  subcommittee,  I  am 
happy  to  be  here  today  to  testify  in  support  of  H.R.  2,  the  Sunset 
Act  of  1979. 

Mr.  Cutter  will  give  you  the  administration's  views  on  the  de- 
tailed provisions  of  the  bill,  as  well  as  on  our  position  on  H.R.  65.  I 
will  confine  my  own  remarks  to  more  general  observations  about 
the  merits  of  the  sunset  bill. 

In  my  view,  and  that  of  the  President,  those  merits  are  substan- 
tial. Indeed,  as  a  companion  measure  to  budget  reform,  which  this 
subcommittee  also  considered,  sunset  offers  one  of  the  most  impor- 
tant contributions  to  creating  a  long-range,  orderly  process  for 
tailoring  the  demands  of  the  Federal  budget  on  our  economy  more 
closely  to  what  the  economy  can  produce.  I  am  sure  I  don't  have  to 
remind  the  members  of  this  committee  how  important  budget 
reform  has  proved  to  be. 

I  spend  a  great  deal  of  my  time  these  days  citing  the  need  in  our 
fight  against  inflation  for  the  vast  multitude  of  players  in  our 
economy  to  exercise  restraint.  That  prescription  clearly  applies 
most  prominently  to  the  Federal  Government,  and  specifically  to 
the  Congress  in  its  role  as  a  shaper  both  of  the  total  dimensions  of 
Federal  spending,  in  its  macroeconomic  aspects  and  of  the  thou- 
sands of  individual  programs,  responsive  to  individual  problems 
and  interests,  that  Americans  have  come  to  expect  from  their 
Government. 

Sunset,  of  course,  is  aimed  at  enhancing  congressional  control 
over  Federal  spending,  on  what  seems  to  me  to  be  the  indisputable 
theory  that  without  control  of  the  parts,  you  will  never  successfully 
gain  control  of  the  budget  as  a  whole.  Sunset  does  not,  indeed 
cannot,  guarantee  that  greater  restraint  will  result.  But  it  will 
make  that  result  a  good  deal  more  likely.  It  thus  offers  an  opportu- 
nity we  ought  not  to  let  slip  by. 

As  a  relative  novice  in  the  area  of  budgetary  policy,  I  have  been 
astounded  to  discover  that  in  fiscal  year  1979,  what  the  budget 
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calls  relatively  uncontrollable  outlays  reached  an  estimated  $370 
billion — 75  percent  of  total  budget  outlays  in  that  year.  If  we  adjust 
this  figure  to  subtract  outlays  from  previous  year  contracts  and 
obligations,  and  consider  only  civilian  programs,  we  are  still  talk- 
ing about  uncontrollable  spending,  resulting  from  open-ended  pro- 
grams and  fixed  costs  of  almost  $278  billion,  or  about  56  percent  of 
total  outlays. 

What  these  figures  mean  to  me  is  that  if  Congress  is  serious 
about  exercising  budgetary  restraint — and  I  believe  that  you  are — 
you  have  given  yourselves  a  lot  less  maneuvering  room  than  you 
need  to  do  the  job,  or  at  least  to  do  it  well.  You  have  to  retrench 
disproportionately  hard  on  the  discretionary,  controllable  side  of 
spending,  because  the  budget  process  doesn't  even  touch  half  to 
three-quarters  of  the  budget,  unless  you  change  the  law. 

A  related  problem  is  the  relative  immunity  from  congressional 
scrutiny  of  tax  expenditures — which  for  fiscal  year  1980  will  consti- 
tute more  than  $150  billion  a  year.  From  the  standpoint  of  their 
effect  on  the  economy,  and  therefore  their  contribution  to  inflation, 
I  don't  see  any  difference  between  these  and  budget  outlays.  Since 
this  cost  is  largely  uncontrollable — in  the  sense  that  tax  expendi- 
tures operate  much  like  entitlement  programs,  and  are  seldom 
subjected  to  regular  congressional  review — Congress  has  in  this 
way  deprived  itself  of  control  over  yet  another  huge  dollar  compo- 
nent of  fiscal  policy. 

So  Congress  is  in  the  position  of  trying  to  bring  Federal  spending 
under  greater  control — which  I  think  is  indispensable  in  the  con- 
trol of  inflation — at  a  time  when  you  have  only  a  fraction  of  that 
budget  at  your  command.  That  strikes  me  as  a  job  almost  as 
difficult  as  mine. 

H.R.  2  provides  an  important  and  I  think  necessary  corrective. 
Under  its  provisions,  the  controllable  portion  of  Federal  outlays 
would  double.  And  tax  expenditures  would  be  subjected  to  a  sys- 
tematic, regular  congressional  review. 

Surely  both  of  these  steps  would  make  budgetary  restraint  far 
more  feasible  than  it  is  now. 

I  would  like — and  this  is  partly  personal — to  express  particular 
enthusiasm  for  the  intent  of  title  V.  One  of  my  responsibilities,  in 
my  present  job,  is  to  try  to  inject  a  greater  degree  of  rationality 
into  the  Federal  regulatory  decisionmaking  process.  I  have  no 
doubt  the  reason  I  have  the  job  is  the  degree  to  which  I  subjected 
to  critical  scrutiny  the  whole  40-year-old  edifice  of  airline  regula- 
tion and  the  part  I  played  in  dismantling  it.  I  applaud  the  provi- 
sion that  Congress  now  subject  all  other  Federal  regulatory  activi- 
ties to  a  similar  critical  review.  I  think  I  can  guarantee  if  you  try 
it,  you  will  love  it.  It  is  really  worth  doing. 

Madam  Chairman,  we  Americans  have  an  unfinished  agenda.  On 
the  one  hand,  we  must  reduce  inflation.  On  the  other,  we  still  have 
a  host  of  inadequately  satisfied  needs,  ranging  from  alternative 
energy  sources  to  adequate  medical  care  for  all  our  people. 

Clearly,  we  cannot  have  all  these  things  unless  we  are  willing  to 
make  difficult  choices  between  what  we  can  afford  and  what  we 
cannot,  between  what  is  more  important  and  what  is  less. 

We've  done  too  little  of  this  kind  of  balancing  in  the  past.  That  is 
why  we  have  inflation  today.  One  of  the  lessons  of  chronic  inflation 
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is  that  we  must  begin  to  do  so  now.  That  is  really  what  the  fight 
against  inflation  is  all  about. 

It  is  also  what  sunset  is  all  about— bringing  Federal  spending 
back  under  control,  so  that  past  spending  priorities  can  be  adapted 
to  meet  our  changing  national  needs. 

The  President  feels  much  the  same  way.  I  would  like  to  submit 
his  statement  for  the  record  and  thank  you  for  your  courtesy. 

[The  statement  by  the  President,  as  though  read,  follows:] 

STATEMENT  OF  HON.  JIMMY  CARTER,  PRESIDENT  OF  THE 

UNITED  STATES 

The  President.  The  House  Rules  Committee  will  hold  important 
hearings  today  on  sunset  legislation. 

The  leading  sunset  bill,  H.R.  2,  will  double  the  proportion  of  the 
Federal  budget  that  is  subject  to  periodic  review.  It  will  ensure 
that  we  take  a  hard  look  at  most  Federal  programs  at  least  once  a 
decade.  Based  on  those  reviews,  inefficient  and  outmoded  programs 
will  be  changed  or  eliminated.  To  assure  that  the  process  works, 
programs  will  be  terminated  unless  affirmatively  re-enacted. 

Too  many  Federal  programs  have  been  allowed  to  continue  in- 
definitely, without  examining  whether  they  are  accomplishing 
what  they  were  meant  to  do.  The  country's  needs  and  priorities 
change,  and  we  must  assure  that  Government  programs  change 
with  them.  Along  with  civil  service  reform,  reorganization,  zero- 
based  budgeting,  and  regulatory  reform,  sunset  will  help  make  the 
government  more  efficient,  more  economical,  and  more  responsive. 
That  is  why  I  have  long  supported  the  sunset  approach. 

In  addition,  H.R.  2  provides  for  sunset  reviews  for  tax  expendi- 
tures, and  I  support  that  provision.  Tax  expenditures  total  over 
$150  billion.  These  programs  involve  spending  money  for  social 
goals,  and  they  need  regular  reviews  just  as  much  as  direct  spend- 
ing programs. 

Sunset  is  a  vital  tool  for  controlling  the  Federal  deficit.  I  con- 
gratulate Representatives  Blanchard,  Gephardt,  and  Mineta  for 
sponsoring  H.R.  2,  and  I  congratulate  Chairmen  Boiling  and  Long 
and  Congressman  Derrick  for  the  careful  study  they  are  giving  to 
this  bill  and  related  proposals.  I  urge  the  Congress  to  move  forward 
this  year. 

Mrs.  Chisholm.  Mr.  Kahn,  we  thank  you  very  much  for  your 
statement. 

[A  brief  recess  was  taken  to  vote.] 

AFTER   RECESS 

Mrs.  Chisholm.  The  subcommittee  will  now  reconvene. 

Our  next  witness  is  Mr.  Bowman  Cutter,  the  Executive  Associate 
Director  for  Budget  at  the  Office  of  Management  and  Budget.  0MB 
will  have  overall  responsibility  for  implementation  of  these  propos- 
als within  the  executive  branch  as  well  as  for  specific  requirements 
addressed  in  the  legislation.  We  are  very  interested  in  how  well 
executive  agencies  will  be  able  to  respond  to  the  requirements  of 
H.R.  2  and  H.R.  65. 

We  are  pleased  to  receive  your  testimony,  Mr.  Cutter.  Please 
proceed. 
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STATEMENT  OF  W.  BOWMAN  CUTTER,  EXECUTIVE  ASSOCIATE 
DIRECTOR  FOR  BUDGET,  OFFICE  OF  MANAGEMENT  AND 
BUDGET 

Mr.  Cutter.  Madam  Chairman,  members  of  the  subcommittee,  I 
am  happy  to  be  here.  I  was  going  to  say  to  Congressman  Long  it 
was  a  particular  pleasure  to  see  and  testify  before  him  again,  and  I 
will  say  it  when  he  comes  in.  I  am  pleased  to  appear  before  the 
subcommittee  in  support  of  H.R.  2,  the  Sunset  Act  of  1979  and 
comment  on  H.R.  65,  the  Legislative  Oversight  Act  of  1979. 

The  administration  has  consistently  supported  the  sunset  concept 
as  a  necessary  part  of  the  process  to  reform  and  revitalize  Federal 
programs.  In  his  last  message  on  the  State  of  the  Union,  the 
President  reiterated  his  commitm'^nt  to  the  concept  of,  and  support 
for,  enactment  of  sunset  legislation.  He  stated  that: 

There  are  few  more  important  building  stones  to  the  new  foundation  of  Govern- 
ment efficiency  we  seek  than  passage  of  sunset  legislation.  It  goes  to  the  heart  of 
making  Government  work. 

I  would  like  to  add  my  personal  support  and  that  of  0MB  for 
enactment  of  sunset  legislation,  and  I  am  happy  to  see  this  commit- 
tee considering  various  sunset  and  sunset-type  measures. 

Although  there  have  been  major  refinements  in  the  proposals 
over  the  last  few  years,  there  are  still  provisions  that  require 
numerous  new  reports,  add  to  the  current  paperwork  burden,  and 
increase  the  danger  of  creating  a  new  bureaucracy  to  handle  the 
additional  workload  in  both  the  executive  and  legislative  branches. 

The  advantages  of  enacting  some  form  of  legislation  are  clear, 
and  it  is  our  view  that  the  problems  with  the  current  proposals  are 
not  insurmountable.  With  some  modifications,  a  sunset  process  can 
be  an  important  and  useful  means:  First,  to  eliminate  inefficient, 
ineffective,  and  outmoded  programs,  and,  second,  to  make  pro- 
grams more  responsive  to  current  and  future  needs.  A  sunset  proc- 
ess can  help  us  meet  our  responsibility  to  the  American  people  for 
good  and  efficient  government.  It  can  also  make  a  major  contribu- 
tion in  our  efforts  to  control  Federal  spending. 

It  is  our  belief  that  these  advantages  can  be  attained  if  the 
process  is  designed  as  simply  and  as  flexibly  as  possible.  In  the 
hope  that  my  comments  will  help  you  in  your  efforts  to  work 
toward  a  viable  bill,  I  will  use  my  testimony  to  address  the  impact 
of  certain  provisions  that  are  particularly  burdensome  to  the  ex- 
ecutive branch.  I  defer  to  staff  in  the  legislative  branch  to  discuss 
how  the  Congress  might  be  affected  by  new  requirements  that  add 
to  current  congressional  workload. 

With  respect  to  H.R.  2,  the  basic  mechanism  necessary  for  sunset 
review  and  reauthorization  of  programs  is  established  in  titles  I, 
reauthorization  of  Government  programs;  III,  program  reexamina- 
tion; and  VII,  tax  expenditures.  We  believe  that  H.R.  2's  sunset 
approach  could  be  effective  if  limited  to  these  titles.  Certainly,  to 
be  most  effective  in  achieving  the  goals  of  sunset,  tax  expenditure 
programs  should  be  included  in  any  sunset  proposal.  Applying 
sunset  to  tax  expenditure  programs  is  important  and  necessary  to 
any  complete  analysis  of  Federal  program  performance.  Tax  ex- 
penditure programs  represent  billions  of  dollars  of  revenue  forgone 
each  year  and  have  a  substantial  impact  on  the  budget  and  on  the 
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economy.  They  should  receive  the  same  scrutiny  by  Congress  in  the 
sunset  process  as  direct  expenditure  programs. 

Other  requirements  of  the  bill — particularly  titles  IV  and  VI — do 
not  appear  to  be  as  necessary. 

Title  IV,  establishes  a  Citizens'  Commission  on  the  Organization 
and  Operation  of  Government.  We  continue  to  object  to  the  cre- 
ation of  this  commission.  We  can  see  no  useful  purpose  in  estab- 
lishment of  this  commission.  We  question  the  need  for  such  a  body 
in  light  of  existing  reorganization  and  reform  initiatives  of  the 
administration  and  ongoing  efforts  of  CBO,  GAO,  and  0MB  to 
evaluate  Federal  programs. 

The  task  of  complying  with  the  other  provisions  of  this  bill  would 
be  exceedingly  taxing.  Neither  the  Congress  nor  the  executive 
branch  should  have  its  energies  diverted  by  the  requirements  of 
this  title. 

The  broad  10-year  cyclical  program  review  will  provide  ample 
opportunity  for  the  Congress  and  the  executive  branch  as  well  as 
leading  authorities  on  Government  and  the  public  at  large  to 
present  their  comments  and  recommendations  in  conjunction  with 
sunset  review  of  programs.  We  believe  that  periodic  sunset  review 
by  permanent  institutions  is  a  far  better  approach  to  improving 
Government  operations  than  the  one-shot  overview  provided  by  a 
temporary  commission. 

In  future  years  an  independent  assessment  or  evaluation  of  the 
operations  of  Federal  programs — separate  from  the  sunset  proc- 
ess— may  be  in  order,  but,  at  this  time,  establishment  of  a  commis- 
sion such  as  that  proposed  in  title  IV  would  add  little,  we  believe, 
to  the  merits  of  this  legislation. 

Title  VI  on  Government  accountability,  is  of  particular  concern 
to  us  at  0MB.  Title  VI  requires  that  the  President  and  the  Director 
of  the  Office  of  Management  and  Budget  transmit  management 
reports  to  Congress  at  the  beginning  of  the  first  session  of  each 
Congress. 

In  effect,  these  reports  would  require  that  specific  information  on 
management  be  compiled  and  analyzed  for  each  Federal  program, 
as  a  regular  part  of  the  budget  process.  There  are  something  like 
3,000  to  4,000  programs  to  be  analyzed.  This  effort  would  represent 
a  major  new  undertaking,  add  substantially  to  OMB's  and  the 
agencies'  workload,  divert  scarce  resources,  and  complicate  im- 
mensely the  data  management  problems  associated  with  the  Presi- 
dent's budget.  Much  of  the  burden  would  fall  at  a  time  when  most 
of  the  final  preparation  of  the  President's  budget  must  be  accom- 
plished and  when  0MB  is  already  operating  at  the  limit  of  its 
capacity.  The  additional  burden  of  preparing  the  President's  Man- 
agement Report — not  to  mention  the  burden  of  preparing  the  Di- 
rector's report — would  make  it  very  difficult  to  meet  the  date  for 
transmittal  of  the  budget  to  Congress. 

Second,  the  requirement  that  these  reports  be  transmitted  to 
each  Congress  appears  to  be  unnecessary  and  undesirable.  The 
requirements  of  this  title  would  duplicate  the  agencies'  communica- 
tions to  Congress  on  such  matters  in  each  sunset  review  cycle. 
Such  communications  would  inherently  involve  recommendations 
for  change  and  improvement  of  the  programs  in  each  functional 
category  undergoing  review  and  reauthorization.  This  title  would 
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provide  another  unnecessary  series  of  reports  and  increase  the 
paperwork  burden— adding  substantially  to  legislative  and  execu- 
tive branch  workload. 

In  addition,  there  also  appear  to  be  other  important  technical 
improvements  that  could  be  made,  for  example,  to  the  definition  of 
permanent  budget  authority  in  section  3(a)(2)  and  the  provision  for 
automatic  termination  of  this  authority  in  section  101(c)(4)  and  in  a 
number  of  other  provisions  of  the  bill.  For  the  committee's  refer- 
ence, the  attached  paper  discusses  these  sections  and  proposed 
amendments  to  H.R.  2  that  would  carry  out  my  recommendations. 
With  the  committee's  permission,  I  suggest  that  these  recommen- 
dations be  included  as  a  part  of  the  formal  record. 

Turning  now  to  H.R.  65,  the  Legislative  Oversight  Act  of  1979, 
takes  a  different  approach  to  improvement  of  congressional  over- 
sight by  requiring:  First,  greater  specificity  in  setting  program 
objectives;  second,  continuing  information  on  the  extent  to  which 
programs  are  achieving  these  objectives;  and,  third,  periodic  review 
of  new  authorizations  and  tax  expenditures. 

The  goals  of  this  bill  are  laudable,  and  we  believe  strongly  that 
setting  and  assessing  objectives  is  an  important  part  of  any  review 
of  programs. 

However,  we  do  have  a  number  of  concerns  about  the  reporting 
requirements  of  the  bill.  For  example,  title  I  would  require  agen- 
cies, on  October  15  each  year,  to  submit  reports,  through  the  Office 
of  Management  and  Budget,  on  whether  programs  are  meeting 
objectives  set  forth  in  authorizing  legislation.  No  matter  how  much 
or  how  little  detail  is  required  by  the  provisions  of  the  bill,  the 
sheer  number  of  programs  that  would  ultimately  need  to  be  ana- 
lyzed—from 3,000  to  4,000  by  our  estimates  would  result  in  very 
serious  workload  implications  for  the  executive  branch.  This  re- 
quirement would  be  particularly  burdensome,  since  it  is  at  this 
time  that  Federal  agencies  are  preparing  the  President's  budget. 
H.R.  65  also  requires  that  the  President's  budget  describe  the 
relationship  between  his  recommendations  on  each  program  with 
program  accomplishments  reported  in  the  agencies'  October  15 
reports  to  Congress.  This  requirement  would  represent  a  major 
new  undertaking,  since  0MB  does  not  normally  collect  or  review 
data  linking  program  authorization  and  budget  information,  and 
executive  branch  budget  decisions  are  not  made  on  that  basis. 
Taken  together,  these  two  provisions  would  make  it  difficult  for  the 
agencies  and  0MB  to  prepare  and  publish  the  budget  on  time.  This 
would,  in  turn,  make  it  more  difficult  for  Congress  to  meet  its  own 
congressional  budget  and  appropriations  schedule. 

Another  provision  of  the  bill  would  require  GAO,  in  consultation 
with  the  Director  of  0MB,  to  publish  a  catalog  of  interrelated 
Federal  activities.  Although  it  is  impossible  to  predict  how  pro- 
grams or  their  interrelationships  would  be  defined  for  this  purpose, 
we  again  believe  that  the  catalog  would  be  a  large  undertaking  for 
0MB  and  the  agencies.  It  may  also  duplicate,  to  some  extent, 
information  already  provided  in  OMB's  "Catalog  of  Federal  Domes- 
tic Assistance."  We  question  the  usefulness  of  the  new  catalog  and 
believe  that  the  questions  on  the  catalog  raised  by  GAO  need  to  be 
addressed,  before  conclusions  are  reached  on  these  provisions. 
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Madam  Chairman,  this  concludes  my  prepared  statement.  I  hope 
that  these  comments  will  be  helpful,  and  I  would  be  pleased  to 
respond  to  any  questions  you  might  have. 

[The  attachment  referred  to  above  follows:] 
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Attachment 


Proposed  Amendments  to 
H.R.  2  -  Sunset  Act  of  1979 

Statement  of  Purpose  and  Definitions 

°  Sec.  3(a)(2)  -  "Permanent  budget  authority"  definition 

Amendment:   Delete  the  definition  in  section  3(2)  and  insert 
the  following: 

"(2)  The  term  "permanent  budget  authority"  means  budget 
authority  that  becomes  available  as  the  result  of 
previously  enacted  legislation  (substantive  legis- 
lation or  prior  appropriation  act)  and  does  not 
require  current  action  by  Congress." 

Discussion :  In  sec.  3(a)(2),  the  bill  appears  to  redefine  perma- 
nent budget  authority  as  authority  that  remains  available  for  obli- 
gation for  an  indefinite  period  of  time.  This  would  cause  confusion 
because  the  accepted  definition  for  permanent  budget  authority 
is  based  on  the  timing  of  Congressional  action — not  on  the 
period  of  availability.   Under  current  budget  usage  of  the 
term,  permanent  budget  authority  is  authority  that  .does  not 
require  action  by  Congress  in  the  year  the  authority  becomes 
available.   As  we  understand  it,  this  is  the  type  of  budget 
authority  this  section  is  apparently  intended  to  address. 
Accordingly,  section  3(a)(2)  should  be  revised,  as  indicated 
above,  to  reflect  this  definition,  which  is  also  contained  in 
GAO's  publication,  "Terms  Used  in  the  Budgetary  Process" 
(PAD-77-9) . 

On  the  other  hand,  if  the  intent  of  this  provision  is  to  include 
all  budget  authority  that  remains  available  for  an  indefinite  or 
unspecified  period,  of  time — normally  called  "no-year  authority" — • 
additional  consideration  should  be  given  to  the  implications  of 
the  redefinition.   For  example,  automatic  termination  of  "no- 
year  authority"  could  have  the  effect  of  eliminating  unobligated 
balances  of  budget  authority  for  major  procurement  and  construc- 
tion projects.   The  result  could  be  interruption  or  termination 
of  projects  for  which  funds  were  provided  by  Congress  to  cover 
the  entire  cost  of  the  projects.    Thus,  in  these  cases,  the 
practice  of  fully  funding  major  construction  and  procurement 
projects  would  be  seriously  undermined. 

"  Section  3(b)  -  Assignment  of  budget  functional  categories 

Amendment:  Delete  "include  in  ....  a  statement"  and  insert 
"obtain  the  concurrence  of  the  respective  Budget  and  Appro- 
priations Committees"  (p.  4,  lines  11-14). 

Discussion:   Scheduling  program  review  and  reauthorization  is  an 
important  part  of  the  sunset  process.   The  functional  classifica- 
tion structure  can  be  an  effective  device  for  grouping  programs 
and  for  scheduling  sunset  reviews  of  them.   Review  by  functional 
category  permits  a  cross-cutting  examination  of  Federal  programs 
that  fall  within  a  common  conceptual  framework. 

Section  3(b)  provides  the  basis  for  a  review  schedule  based  on 
the  budget  functional  categories  used  in  the  1979  Budget.   The 
section  also  requires  that  a  new  program  not  included  in  that 
Budget  would  be  assigned  a  functional  category  by  the  authorizing 
committees. 

The  requirement  for  functional  assignment  of  new  programs  should 
be  amended  to  maintain  consistency  with  the  'functional  classifi- 
cation structure.   Otherwise,  new  programs  would  be  classified 
in  one  functional  category  by  the  authorizing  committees  for 
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"purposes  of  sunset  review  and  in  another  functional  category  in 
the  budget  process.   If  inconsistent  functional  classification 
systems  were  to  result,  it  could  make  significantly  more  difficult 
crosswalks  between  the  authorization  process  and  the  Congressional 
and  Executive  Branch  budgetary  processes.   If  the  language  of  this 
provision  is  amended  as  indicated  above,  assignment  of  functional 
categories  to  new  programs  for  sunset  and  budget  purposes  should 
be  consistent. 

o  General:   Substitute  FY  1980  (Budget)  reference  for  FY  1979 
throughout  bill. 

Title  I  -  Reauthorization  of  Government  Programs 
_  — ^ 

»  Sec.  101.(4)  -  Automatic  termination  of  permanent  budget 
authority 

Amendment:   Delete  and  insert  in  lieu  thereof  the  following: 

"(4)  Permanent  budget  authority  for  a  program  shall  expire 
on  the  first  reauthorization  date  applicable  to  such 
program,  except  authority  against  which  obligations 
have  been  incurred  will  continue  to  be  available  to 
liquidate  such  obligations." 

Discussion:   It  is  not  clear  how  the  mechanism  for  automatic 
termination  of  permanent  budget  authority  would  work.   The 
amendment  would  clarify  the  intent  of  the  bill's  provision  and 
avoid  unintended  legal  and  technical  problems  that  could  arise 
from  ainbigious  language.   The  bill's  language  "cease  to  be 
effective"  could  be  misconstrued  to  suggest  that  liabilities 
for  obligations  legally  incurred  prior  to  expiration  of  the 
authority  could  not  be  met. 

Title  II  -  Program  Inventory 

"  Sec.  203  -  0MB  and  agency  assistance 

Amendment:   Delete  "and  the  subdivisions  thereof". 

Discussion:   This  would  appear  to  establish  a  direct  reporting 
relationship  between  agency  subdivisions  and  the  Congress, 
thereby  inherently  limiting  the  agency  heads  authority  and 
responsibility  to  control  agency  communications  with  Congress. 

Title  III  -  Program  Reexamination 

"   Sec.  302(a)(2)(B)  and  302(b) 

Amendment:   Delete  phrases  "one  or  more  instrumentalities 
of  the  executive  branch"  and  "executive  and",  respectively. 

"  Sec.  303 

Amendment:   Delete  section. 

Discussion:   The  procedures  for  comprehensive  in-depth  sunset 
reviews  of  selected  programs  by  Congressional  committees  would 
be  established  by  Title  III.   Each  committee  would  periodically 
conduct  comprehensive  reexamination  of  selected  programs  over 
which  it  has  jurisdiction.   In  program  selection,  each  committee 
would  be  required  to  consider  the  length  of  time  the  program  has 
been  in  effect,  the  extent  to  which  the  program  appears  to 
require  significant  change,  the  committee  resources  available 
for  undertaking  the  reexaminations,  and  the  desirability  of 
examining  related  programs  concurrently. 

In-depth  Congressional  reexamination  of  programs,  as  required 
by  Title  III,  is  necessary  and  appropriate  and  some  assistance 
to  the  committees  by  the  Executive  Branch  agencies  that 
administer  the  programs  may  be  necessary  in  this  reexamination. 
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"However,  provisions,  like  section  303,  would  require  Executive 
Branch  agencies  to  report  routinely  and  in  considerable  detail 
on  matters  related  to  reexamination,  regardless  of  whether 
such  action  is  feasible  or  appropriate.   They  would  add 
substantially  to  agency  workload  and  place  the  agencies  in 
a  mandatory  staff  support  relationship  to  the  committees. 
While  some  assistance  to  the  committees  may  be  necessary,  we 
object  to  rigid  requirements  of  this  nature.   We  strongly 
urge  deletion  of  these  requirements  from  this  Title. 

Title  IV  -  Citizens'  Commission  on  the  Organization  and 
Operation  of  Government 

Amendment:   Delete  title. 
(see  discussion  in  testimony) 
Title  V  -  Regulatory  Impact 
"   Sec.  502 

Amendment:   Change  the  following: 

—  Sec.  502(a)  -  After  "shall  submit"  insert  "by  April  1 
of  the  same  year".   Delete  "as  follows:"  and  insert 
both  a  period  after  (c)  and  the  following:   "In 
determining  which  analysis  and  plan  is  to  be  trans- 
mitted under  this  subsection,  the  President  should 
consider  the  following  agenda:" 

(p.  43,  lines  20  and  21) 

—  Sec.  502(a)  (1)  (p.  43,  line  22)  Delete  "By  April  1," 
and  insert  "In". 

—  Sec.  502(a)  (2)  (p.  44,  line  6)  Delete  "By  April  1," 
and  insert  "In". 

—  Sec.  502(a) (3)  (p.  44,  line  12)  Delete  "By  April  1," 
and  insert  "In". 

—  Sec.  502 (a) (4)  (p.  44,  line  20)  Delete  "By  April  1," 
and  insert  "In". 

—  Sec.  502(b)  (p.  45,  lines  9-11)  after  "information", 
delete  "with  respect  to  ...  paragraphs  (1)  through 

(5)  of  subsection  (a)". 

—  Sec.  502(c)  (p.  46,  lines  6-8)  After  "President"  delete 
"with  respect  to  ...  paragraphs  (1)  through  (5)  of 
subsection  (a)". 

Discussion:   This  title  would  require  that  over  a  ten  year 
period,  the  President  transmit,  once  in  each  Congress,  an 
analysis  and  legislative  plan  of  selected  regulatory  agencies 
to  assure  that  Federal  regulatory  activities  are  systematically 
reviewed  and  to  prevent  unnecessary  regulation.   The  title 
would  require  that  specific  agencies  be  reviewed  on  a  fixed 
schedule . 

The  practical  effect  of  these  rigid  requirements  could  preclude 
the  President  from  proposing  major  reforms  at  any  time--for 
regulatory  programs  not  scheduled  for  review.   This  require- 
ment would  be  particularly  burdensome  when  rapidly  changing 
circumstances  or  events  in  the  area  of  regulation  dictate  the 
need  for  timely  reforms.   A  review  of  Federal  regulatory  pro- 
grams is  appropriate  in  sunset  legislation,  but  the  President 
should  have  the  flexibility  to  review  programs  that  in  his 
view  require  such  an  analysis  over  the  ten  year  schedule. 
Therefore,  the  title  should  be  amended  to  preserve  the  Pre- 
sident's discretion  to  determine  which  regulatory  programs 
should  be  addressed  in  regulatory  reform  prx)posals. 
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Title  VI  -  Government  Accountability 

Amendment :   Delete  entire  title. 

(see  discussion  in  testimony) 
Title  VIII  -  Miscellaneous 
"   Sec.  804(a) (1) 

Amendment:   Delete. 

Discussion:   This  provision  is  unnecessary  in  that  information 
essential  to  the  conduct  of  a  sunset  review  will  be  made  avail- 
able by  the  agencies,  as  a  routine  matter,  through  oversight 
hearings,  correspondence  and  briefings  of  committee  staff. 

•  Sec.  804(a) (2) 


Amendment:   Delete. 

Discussion:   This  provision  is  unnecessary.   Committees  of 
Congress  now  may  call  into  question,  as  a  legitimate  exercise 
of  oversight  authority,  any  agency  regulation  and  take  appro- 
priate action,  including  the  holding  of  hearings,  requesting 
modification  of  the  rules,  or  enactment  of  joint  resolutions 
disapproving  the  regulations. 

"    Sec.  804(b) 


Amendment;   Delete. 

Discussion:   This  would  require  an  unnecessary  report  when  such 
information  could  be  obtained  under  the  reviews  required  by 
Title  V  -  Regulatory  Impact  Review,  as  well  as  by  Executive 
Order  12044. 
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Mrs.  Chisholm.  Thank  you  very,  very  much.  I  have  a  couple  of 
questions. 

H.R.  2  and  H.R.  65  present  two  different  methods  of  scheduUng 
programs  for  reauthorization.  H.R.  2  imposes  a  10-year  calendar 
while  H.R.  65  picks  up  new  programs  as  they  are  created  and 
existing  programs  as  they  are  reauthorized. 

What  do  you  see  are  the  advantages  and  disadvantages  of  both  of 
these  approaches? 

Mr.  Cutter.  I  think  that  there  are  two  major  advantages  of  H.R. 
2  in  that  respect.  The  first  is  that  there  is  a  known  schedule  in 
advance  that  proceeds  on  what,  in  our  judgment,  is  a  systematic 
and  workable  basis.  The  second  is  that  H.R.  2  groups  programs  by 
budget  functions  and  subfunctions.  For  us,  this  has  been  a  practical 
way  to  look  at  programs  which  seem,  at  least  with  respect  to  their 
major  objectives,  to  be  interrelated  in  important  ways.  And  it  is  the 
combination,  I  think,  of  a  known  schedule  over  a  period  of  time  for 
which  there  is  predictability,  and  a  grouping  by  a  procedure  which 
all  of  us  already  use  that  is  advantageous.  This  combination  is,  I 
think,  the  important  point  that  makes  the  method  in  H.R.  2  one 
that  we  can  have  some  confidence  in. 

H.R.  65  provides  for  a  different  scheduling  method  and  a  differ- 
ent way  to  relate  programs.  Its  scheduling  process  is  based  on 
reviews  of  program  authorizations  enacted,  and  at  least  for  a  while 
that  removes,  in  my  judgment,  some  of  the  advantages  of  predicta- 
bility. On  the  other  hand,  H.R.  2's  scheduling  would  be  advanta- 
geous to  the  executive  branch  and  to  0MB.  Particularly  in  our 
effort  to  improve  program  evaluation  it  would  be  helpful  to  be  able 
to  say  to  an  agency  that  2  years  down  the  road  particular  programs 
would  be  evaluated  on  certain  points  and  we  would  like  to  have  the 
answers  to  certain  questions.  We  could  begin  to  plan  on  that  basis 
and  focus  our  evaluations  on  particular  programs  scheduled  for 
review  and  on  appropriate  program  crosscuts.  That  seems  to  us  to 
be  important. 

Second,  in  referring  to  H.R.  65,  I  think  that  although  the  concept 
of  interrelationships  is  laudable,  its  meaning  is  obscure.  I  would 
not  defend  to  the  death  the  functions  and  subfunctions,  but  we  use 
them  and  have  found  them  to  be  workable.  We  have  worked  closely 
with  the  Budget  and  Appropriations  Committees  and  the  Congres- 
sional Budget  Office  to,  over  time,  define  them  and  refine  them  so 
they  are  made  more  meaningful  as  analytic  categories.  We  have 
tried  to  use  the  subfunctions  in  our  own  analysis  so  that  we  have  a 
fairly  good  sense  of  how  they  work  and  how  they  don't. 

As  I  said,  we  suggest  improvements  to  them  every  year,  but 
there  is  an  evolving  process  by  which  they  are  improved.  They 
consist  now  of  functions  and  of  categories  that  we  present  to  the 
President  annually,  and  that  the  Congress  uses  in  its  budget  reso- 
lutions, and  that  the  Congress,  I  think,  is  growing  to  become  famil- 
iar with. 

The  concept  of  an  interrelationship  is  almost  impossible  to 
define.  In  discussions  with  outside  groups  and  in  speeches  and  in 
testimony  I  often  say  that  the  programs  in  the  budget  of  the 
United  States  can  be  looked  at  in  an  infinite  number  of  ways. 
There  is  no  end  to  the  number  of  categories  one  could  develop  to 
relate  Federal  programs.  For  example  programs  can  be  related  by 
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the  demographic  groups  at  which  they  are  aimed,  that  is,  by  age 
categories.  There  are  programs  for  the  elderly;  there  are  programs 
for  youth. 

They  can  be  categorized  by  levels  of  income.  There  are  programs 
for  the  rich,  and  there  are  programs  for  the  poor. 

They  can  be  categorized  by  regional  breaks.  There  are  programs 
for  the  Southwest  and  programs  for  the  Northeast.  They  can  be 
done  by  a  different  break,  by  social,  economic  and  civil  status. 
There  have  been  programs  for  disadvantaged  minorities;  there  are 
programs  that  are  not  basically  for  those  groups. 

Yet,  for  each  of  the  ways  into  which  we  can  relate  programs  that 
I  have  named,  I  can  name  a  program  that  would  fit  into  any  of 
those  breaks.  Thus,  the  definition  of  interrelationships,  in  my  judg- 
ment, is  simply  obscure. 

And  we  have  found,  just  to  underline  it,  and  I  don't  mean  to 
draw  this  out,  but  the  functions,  while  not  perfect,  are  workable 
and  are  evolving  each  year. 

Mrs.  Chisholm.  Do  you  think  that  the  potential  threat  of  the 
termination  of  programs  might  cause  some  kind  of  disruption  of 
the  implementation  of  programs? 

Mr.  Cutter.  There  are  some  programs  for  which  we  would  not 
choose  to  impose  that  threat.  There  are  important  exceptions  in 
the  general  area  of  pensions,  in  the  general  area  of  civil  rights, 
where  we  think  that  either  long-term  commitments  have  been 
made  or  constitutional  rights  are  being  protected  for  which  there 
should  be  no  termination.  Of  course,  these  programs  can  always  be 
improved,  and  ought  to  be,  and  in  those  areas  we  would  seek  to  do 
so. 

In  other  areas,  my  own  judgment  frequently  is  that  the  threat  of 
termination  improves  programs;  it  doesn't  disrupt  them.  There  are 
any  number  of  programs  in  the  Federal  Government  that  are 
evaluated  over  time,  and  the  guarantee  of  a  recurring  evaluation 
separated  by  a  sufficient  period  of  time  so  one  could  actually  judge 
results  would,  in  fact,  I  think,  be  a  stimulus  and  incentive  to 
improvement  and  not  a  deterrent. 

Mrs.  Chisholm.  Mr.  Lott? 

Mr.  Lott.  Thank  you,  Madam  Chairman.  Since  I  was  late,  I  will 
defer  at  this  time  except  to  say  we  appreciate  your  taking  time  to 
come  up  here.  I  do  have  some  questions  which  maybe  I  will  have 
another  opportunity  to  ask  you. 

Mr.   Cutter.  Thank  you.   I  would  be  happy  to  answer  them. 

Mrs.  Chisholm.  Mr.  Zeferetti? 

Mr.  Zeferetti.  Thank  you.  Madam  Chairman. 

Mr.  Cutter,  have  you  looked  at  the  cost  factor  involved  in  mean- 
ingful program  review? 

Mr.  Cutter.  It  is  hard  for  us  to  forecast  the  cost  to  the  executive 
branch  of  carrying  out  each  of  these  requirements  with  precision. 
The  cost  could,  I  would  imagine,  be  substantial  because  it  is  possi- 
ble that  some  of  these  provisions  could  be  enormous  workloads.  It 
is  also  possible,  as  I  made  the  point,  that  a  procedure  which  builds 
upon  existing  procedures  the  Congress  now  uses,  and  the  Executive 
now  uses,  would  not  be  too  burdensome. 

As  I  understand  it,  the  Congressional  Budget  Office  has  suggest- 
ed a  cost  in  the  neighborhood  of  $10  million  to  $50  million  on 
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earlier  versions  of  the  bill  and  that  a  new  estimate  of  the  cost  will 
be  made  by  them. 

Mr.  Derrick.  Would  the  gentleman  yield? 

Mr.  Zeferetti.  Certainly. 

Mr.  Derrick.  You  know  GAO  did  a  speculative  guess,  and  I 
qualify  it  as  being  speculative,  that  the  provisions  of  H.R.  2  would 
cost  probably  around  $100  million,  and  the  provisions  of  H.R.  65 
would  be  substantially  less  than  that,  although  they  didn't  give  a 
figure. 

Mr.  Cutter.  I  can't,  for  the  executive  branch,  confirm,  because  I 
don't  know  at  this  point  what  the  workload  would  be. 

Mr.  Zeferetti.  Additionally,  in  your  testimony  you  mentioned 
more  flexibility,  and  the  fact  program  review  would  be  a  little 
easier  to  handle  if  it  were  designed  with  just  the  titles  you  out- 
lined, titles  I,  III,  and  VII,  and  then  in  title  VI  you  stated  that  you 
would  object  to  this  because  of  the  amount  of  cases  you  would  have 
to  review  at  the  beginning  or  end  of  each  year. 

Isn't  it  a  fact  that  the  majority  of  the  taxpayers  money  is  going 
into  permanent  programs,  programs  that  are  in  motion  and  are 
ongoing  programs;  we're  not  talking  about  3,000  or  4,000  new  pro- 
grams; why  would  this  be  so  cumbersome? 

Mr.  Cutter.  As  I  understand  it,  under  H.R.  2  we  would  be 
required  to  make  two  reports  every  Congress  with  respect  to  each 
program:  The  President's  management  report  and  the  Director's 
evaluative  report.  We  all  have  definitional  problems  with  what  a 
program  is,  but  I  would  assume  that  would  mean  either  all  pro- 
grams in  the  budget  or  all  of  those  programs  except  those  specifi- 
cally exempted  by  the  bill,  and,  therefore,  our  judgment  is  that 
there  will  be  about  3,000  to  4,000  programs  to  report  on.  Moreover, 
it  is  my  understanding  that  the  bill  would  require  first  that  we 
make  these  reports,  a  part  of  the  President's  budget  and,  second, 
that  we  evaluate  each  program  as  being  excellent,  adequate,  or 
unsatisfactory.  Then  that  we  would  be  required  to  rank  every  one 
of  those  programs  within  each  category  in  each  agency. 

The  difficulty  with  these  requirements,  and  I  think  we  may  well 
get  into  this  discussion  further  with  respect  to  some  of  the  ques- 
tions Congressman  Derrick  may  ask,  is  first  the  data  problems  that 
we  have.  When  we  do  the  budget,  we  try  our  best  not  to  wing  it. 
We  try  to  make  certain  that,  while  the  policy  behind  the  numbers 
may  not  always  be  policies  that  every  Member  of  Congress  is 
ecstatic  about,  the  numbers  are  ones  that  we  can  support.  And  we 
spend  a  lot  of  time  on  the  simple  green  eyeshade  work  of  Govern- 
ment. 

As  I  said  to  someone  right  before  the  meeting,  my  sense  of  what 
I  can  contribute  to  this  discussion  is  the  sense  of  the  green  eye- 
shade  worker  in  the  tank  who  is  going  to  have  to  do  this  work.  We 
try  to  do  this  work  with  as  much  precision  as  we  can.  We  would 
have  to  put  equal  effort  into  management  reports  on  programs. 

Therefore,  we  would  have  to  be  able  to  review  program  accom- 
plishments. As  you  know,  there  is  always  a  tendency  by  program 
managers  to  exaggerate  a  little  bit  on  accomplishments,  state  it  a 
little  differently  than  we  would  state  it  perhaps,  and  then  relate 
those  precisely  to  the  budget,  which  is  difficult  to  do,  given  the 
data  problems.   We  would  have  to  work  out  what  is  often  the 
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murky  areas  in  Government  with  causal  connections  between  what 
is  said  to  be  done  and  what  is  an  outcome.  We  would  have  to  grade 
all  of  those  when  they  frequently  have  conflicting  objectives  or 
relatively  general  objectives,  and  then  we  would  have  to  rank  them 
all,  and  this  raises,  in  my  judgment,  a  serious  question  about  the 
doability  of  that,  again  from  a  green  eyeshade  point  of  view. 

Mr.  Zeferetti.  How  does  that  differ  from  title  III? 

Mr.  Cutter.  Program  reexamination  is,  not  done  every  2  years; 
it  is  done  over  a  10-year  period  and  only  selected  programs  are 
reviewed  under  title  III.  There  is  not  the  extraordinarily  gross — in 
terms  of  level  of  evaluation — requirement  that  everything  be  put 
into  categories  of  excellent,  adequate,  or  unsatisfactory,  and  there 
is  not  the  ranking  of  all  programs  every  other  year,  which  seem  to 
me  to  be  enormous  differences. 

Mr.  Zeferetti.  I  was  assuming  we  were  talking  only  about  new 
programs;  I  see  now  this  is  not  the  case. 

Mr.  Cutter.  With  respect,  I  think,  to  H.R.  2,  what  I  have  said  is 
correct.  I  think  that  is  a  correct  reading  of  the  bill. 

Mr.  Zeferetti.  Thank  you. 

Mrs.  Chisholm.  Mr.  Derrick? 

Mr.  Derrick.  Thank  you.  Madam  Chairman. 

Mr.  Cutter,  of  course  you  understand  that  H.R.  65  does  not 
concentrate  on  programs  but  concentrates  on  authorizations  and 
therein  is  how  the  timetable  is  worked? 

Mr.  Cutter.  Yes,  sir,  I  do  understand  that. 

Mr.  Derrick.  Then  I  don't  understand  your  statement  about 
reviewing  3,000  or  4,000  programs.  You  know,  the  reason  that  H.R. 
65  deals  with  the  authorizations  is  that  it  will  be  done  in  a  timely 
manner  within  the  authorization  and  within  the  congressional 
workload  structure  as  these  authorizations  come  up. 

Mr.  Cutter.  If  I  can  quote  a  part  of  title  III  of  H.R.  65: 

The  annual  budget  submitted  by  the  President  in  accordance  with  section  201  of 
the  Budget  Accounting  Act  shall  describe  briefly  the  relationship  between  his 
recommendations  on  program  budgets  and  the  program  accomplishments  reported 
pursuant  to  section  102  of  this  act. 

Mr.  Derrick.  Then  you  are  speaking  of  what  you  had  to  do,  not 
what  the  Congress  had  to  do? 

Mr.  Cutter.  Yes,  sir. 

Mr.  Derrick.  I  understand,  then.  But  as  far  as  the  Congress  is 
concerned,  I  think  that  is  one  of  the  strong  points  of  H.R.  65,  is 
that  we  do  not  define  programs,  but  it  works  within  the  authoriza- 
tion process. 

Mr.  Cutter.  I  was  speaking  to  what  I  would  have  to  do. 

Mr.  Derrick.  We  have  a  great  deal  of  confidence  in  your  capabil- 
ity. 

Mr.  Cutter.  I  am  pleased  to  hear  that. 

Mr.  Derrick.  You  commented  that  the  reporting  requirement  of 
H.R.  65  would  result  in  much  work.  The  fact  is  that  Congress 
already  gets  more  information  from  the  agencies  than  we  can 
digest.  Our  goal  is  to  reduce  the  quantity  down  to  what  we  can 
read  and  focus  it  on  the  few  key  indicators  of  program  success  that 
would  alert  Congress  to  basic  program  design  problems.  The  last 
thing  we  want  to  do  is  create  a  flood  of  more  paperwork. 
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Do  you  think  that  you  could  help  us  develop  some  language  for 
reporting  requirements  which  would  insure  that  we  don't  create  a 
lot  of  new  paper? 

Mr.  Cutter.  The  answer,  of  course,  is  yes,  while  indicating  that 
at  this  point,  as  I  indicated  at  the  start  of  my  testimnony,  we  do 
support  H.R.  2.  But  we  would  be  happy  to  work  with  you  and  your 
staff  to  attempt  that. 

Mr.  Derrick.  Do  you  have  any  suggestions  here  this  afternoon? 

Mr.  Cutter.  No,  sir,  but  if  I  can  speak  a  little  for  just  one  second 
broadly  about  a  point  I  have  observed  with  respect  to  objectives 
and  programs.  It  is  a  common  practice  within  the  Congress  and  the 
Executive,  to  state  program  objectives  in  such  a  way  as  to  assemble 
a  coalition. 

Mr.  Derrick.  Excuse  me? 

Mr.  Cutter.  To  assemble  a  coalition  to  pass  the  bill  in  the  first 
place. 

Mr.  Derrick.  And,  of  course,  this  is  what  we  are  trying  to  avoid. 

Mr.  Cutter.  Yes,  sir,  but  this  practice  may  be  necessary  in  a 
democracy. 

Mr.  Derrick.  You  see,  we  work  on  the  assumption  that  Congress 
wants  to  know  whether  their  programs  succeed  or  not.  Is  that  a 
valid  assumption? 

Mr.  Cutter.  In  my  judgment.  Congress  has  displayed  a  consider- 
able interest  in  wanting  to  know  whether  programs  work.  In  addi- 
tion, there  are  individual  Members  of  Congress  who  want  bills 
passed. 

Mr.  Derrick.  Excuse  me  for  interrupting. 

Mr.  Cutter.  Just  to  make  the  bottom  line  on  that  point,  we 
frequently  note  a  plethora  of  objectives  in  particular  programs  and 
authorizations,  some  contradictory,  all  laudable,  all  general,  and 
some  extremely  ambitious.  It  has  struck  me  it  is  extremely  difficult 
to  manage  programs  at  a  microlevel  of  detail  from  the  authorizing 
committees;  that  what  makes  our  system  work  is  the  interplay  over 
time  between  the  executive  branch,  as  it  discovers  how  a  program 
can  work  or  should  work  and  the  Appropriations  Committees  and 
the  authorizing  committees  all  working  toward  refinements. 

When  it  works  best,  it  works  that  way,  and  I  find  it  hard  to  see 
how  objectives  could  be  stipulated  with  great  precision  at  any  given 
point. 

But,  second,  if  I  can  make  a  further  point,  I  see  an  important 
tradeoff  at  least  as  it  relates  to  us,  between  workload  and  level  of 
generality.  If  you  wish  to  have  very  specific  objectives,  then  you 
will  also  have  to  deal  with  them.  I  think  a  large  number  and  a 
wide  range  of  very  precisely  stated  programs  result  in  additional 
workload.  And  while  it  is  a  source  of  pleasure  and  gratification  to 
me  that  you  have  such  confidence  in  us 

Mr.  Derrick.  You  don't  think  it  is  ill  founded? 

Mr.  Cutter.  No,  sir,  I  don't  at  all.  The  number  of  hours  of 
overtime  that  I  and  my  staff  worked,  and  did  work,  and  will  work 
next  year  between  September  1  and  about  January  22,  makes  it 
difficult  to  contemplate  the  fall,  and  I  would  not  want  to  add  to 
that. 

Mr.  Derrick.  Could  I  interject  something?  The  estimates  we  have 
which  are  not  firm,  but  indicate  that  the  expense  factor  in  over- 
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time,  as  you  put  it,  would  be  substantially  less  with  H.R.  65  as 
compared  to  H.R.  2. 

Mr.  Cutter.  First  of  all,  we  have  pointed  out  as  I  hope  I  made 
clear,  to  Congress,  those  reporting  requirements  in  H.R.  2,  that  I 
think  would  be  burdensome. 

Mr.  Derrick.  Don't  you  think  it  would  be  better  to  catch  these 
programs  as  we  try  to  do  on  the  upswing,  so  to  speak,  rather  than 
waiting  until  they  have  completely  failed  or  not  accomplished  their 
objectives  at  some  arbitrarily  set  termination  date,  to  then  make 
corrections.  Don't  you  think  we  have  suffered  a  substantial  amount 
of  waste  of  time  and  input  in  the  programs? 

Mr.  Cutter.  I  guess  I  really  don't,  because  I  guess  I  really  wind 
up  thinking  there  is  not  a  great  deal  of  difference.  First,  I  have 
never  seen  a  new  program  the  sponsors  of  which  either  in  the 
congressional  or  executive  side  thought  would  fail,  and  I  have 
never  seen  a  program  in  its  early  years  where  the  argument,  when 
it  was  failing,  was  that  it  wasn't  given  a  chance.  We  see  programs 
that  are  10  years  old  for  which  the  argument  is  you  have  just 
barely  begun,  give  it  a  chance,  and  I  think  we  are  looking  at  a 
process  which  we  hope  survives  for  more  than  a  few  years.  What 
one  has  to  do,  I  think,  if  one  is  looking  at  a  systematic  and  evolving 
record  of  accomplishments  is  say  that  every  program  gets  a  reason- 
able chance  to  perform  but  every  program  gets  reviewed  on  a  set 
schedule,  though  some  may  be  exempted  from  termination. 

Mr.  Derrick.  Which  is,  of  course,  what  we  try  to  do  at  least  in 
our  evaluation. 

Mr.  Cutter.  If  I  can  make  a  point.  Since  I  have  testified  before 
you  in  the  past  and  have  worked  on  budget  requests  with  you,  I 
find  it  personally  difficult  to  disagree  with  you,  because  I  think  so 
much  of  your  concerns  mirror  our  concerns  and  we  find  the  same 
goals  and  specific  objectives  to  be  ones  which  are  important  to  us. 
However,  we  find  some  of  the  mechanisms  in  this  bill  to  be  ones  we 
don't  believe  would  work. 

Mr.  Derrick.  Please  understand  me  as  well;  we  are  all  trying  to 
accomplish  the  same  thing  and  as  to  your  great  belief  in  the 
congressional  process,  that  is  what  we  are  up  to  right  now. 

Mr.  Cutter.  Yes,  sir. 

Mr.  Derrick.  I  thank  you.  I  have  no  further  questions. 

Mrs.  Chisholm.  Mr.  Lott. 

Mr.  Lott.  I  have  relatively  short  questions,  and  I  hope  your 
answers  can  be  brief.  First  of  all,  does  0MB  have  a  set  of  priority 
programs  for  the  President? 

Mr.  Cutter.  What  we  try  to  do  each  year  is  develop  that  set  of 
priorities  as  we  do  our  spring  planning  process,  which  we  are  in 
the  middle  of  now. 

Mr.  Lott.  Does  Congress  have  that  material  made  available  to 
them? 

Mr.  Cutter.  When  we  publish  the  budget,  first  of  all  the  budget 
represents  those  priorities  and  the  writeups  of  the  budget  describes 
the  choices  we  have  made. 

Mr.  Lott.  I  am  talking  about  ranking  of  priorities. 

Mr.  Cutter.  Yes,  sir,  what  we  do  in  the  spring  period,  in  which 
we  take  an  enormous  amount  of  our  time  and  a  substantial 
amount  of  the  President's,  is  to  try  to  get  his  sense  and  to  make 
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recommendations  to  him  regarding  major  choices  he  has  and  major 
priorities  that  he  wants  to  follow. 

Mr.  LoTT.  So  you  don't  give  him  an  actual  ranking? 

Mr.  Cutter.  Not  at  the  program  level  at  that  point. 

Mr.  LoTT.  I  have  glanced  over  your  testimony  and  you  are  stat- 
ing basically  that  the  administration  is  for  H.R.  2,  sunset  legisla- 
tion. Is  that  correct? 

Mr.  Cutter.  Yes,  sir. 

Mr.  LoTT.  With  some  amendments,  of  course,  because  of  the 
workload  and  all,  the  administration  is  supporting  the  reporting 
provisions? 

Mr.  Cutter.  Yes,  sir. 

Mr.  LoTT.  It  is  not  clear  to  me  you  are  saying  you  are  for  or 
against  H.R.  65,  the  legislative  veto  provision. 

Mr.  Cutter.  As  I  said  to  Congressman  Derrick,  I  think  there  is 
much  in  it  that  is  laudable.  We  don't  want  to,  or  feel  a  need  to, 
come  out  for  or  against  it  at  this  point.  We  would  like  to  see  how  it 
meshes  with  H.R.  2.  We  wouldn't,  I  think,  want  to  see  both  of  them 
in  effect  at  the  same  time. 

Mr.  Lott.  I  understand  the  President  is  for  sunset.  One  thing  I 
wonder  about,  not  with  just  this  President,  or  this  administration, 
but  previous  administrations — why  don't  you  at  0MB  recommend 
more  sunset? 

Mr.  Cutter.  Sir,  I  am  glad  you  suggested  that. 

Mr.  Lott.  I  have  seen  very  few  programs  and  agencies  get  any 
sunset  around  here  in  10  years. 

Mr.  Cutter.  We  proposed  in  this  budget  $4  billion  worth  of 
program  terminations.  My  bet  would  be  that  in  this  Congress  we 
don't  get  any  of  it. 

Mr.  Lott.  Congress  has  a  little  different  set  of  priorities,  appar- 
ently. 

Mr.  Cutter.  Yes,  sir,  and  I  don't  think  that  is  wrong.  But  I  think 
what  we  will  all  find  is  that  program  termination  doesn't  just  jump 
out  because  there  are  not  any  programs  in  the  budget  or  programs 
Congress  passed  that  at  least  51  percent  of  which  Congress  didn't 
want,  and  therein  lies  the  problem. 

Mr.  Lott.  Here  is  the  last  question,  and  the  reason  why  I  am  for 
legislative  veto;  it  is  not  an  effort  to  get  at  the  President  or  0MB 
necessarily,  or  really  an  effort  to  require  Congress  greater  specifici- 
ty. It  is  just  that  I  would  like  for  us  at  some  point  to  be  able  to  get 
some  control  on  regulations  that  various  departments  and  agencies 
or  the  bureaucracy,  if  you  will,  come  up  with  that  are  clearly  not 
in  line  with  even  the  general  direction  we  had  in  mind.  To  take  it 
one  step  further,  I  just  wonder,  for  instance,  if  the  White  House 
and  0MB  really  has  any  control  over  the  regulations  that  the 
bureaucracy  are  spewing  out  at  us.  I  don't  see  how  you  physically 
have  time  to  keep  track  of  that. 

Mr.  Cutter.  Three  brief  comments.  The  first  is  that  I  think  that 
the  concern  of  the  legislative  veto  has  always  been  a  tension  be- 
tween the  legitimate  concerns  that  you  have  stated  in  a  general 
way,  and  the  clear  institutional  tensions  between  the  Congress  and 
the  executive  branch.  And  we  have  tried  to  resolve  those  by  saying 
while  we  oppose  legislative  vetoes,  we  do  favor  report-and-wait 
procedures,  our  judgment  being  if  Congress  is  going  to  make  a 
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change  in  a  program  through  a  legislative  veto,  then  the  President 
at  least  has  the  right — the  procedure  should  be  such  that  the 
President  has  the  right — to  veto  it,  and  it  gets  overridden  as  the 
normal  legislative  process  is.  That  is  point  one. 

But  it  is  the  tension  between  the  legitimate  concern  that  you 
have  stated. 

Second,  with  respect  to  whether  or  not  we  can  control  regulation, 
it  varies.  There  are  some  instances,  and  you  have  seen  the  quarrels 
over  the  last  year,  and  tensions,  and  Chairman  Kahn  was  a  signifi- 
cant part  of  that,  where  we  are  legally  precluded  from  involve- 
ment. With  respect  to  the  independent  regulatory  agencies,  the 
degree  of  authority  over  regulation  issuances  is  extremely  limited, 
indeed.  In  other  areas  we  have  more,  and  exercise  more. 

And,  third,  while  it  is  not  the  topic  of  this  meeting,  I  would  say 
that  the  major  change  really  behind  everything  that  is  beginning 
to  be  discussed  about  regulatory  issues  in  Congress,  in  the  execu- 
tive branch,  in  the  public,  is  how  we  handle  the  process  of  regula- 
tion, and  whether  there  should  be  a  more  central  review.  But 
nobody  anj^where  is  very  near  a  process  to  do  that. 

Mr.  LoTT.  We  hope  maybe  this  may  be  a  process  to  do  that. 

Thank  you  very  much.  Madam  Chairman. 

Mrs.  Chisholm.  We  are  going  to  recess  for  about  5  minutes,  since 
there  is  a  vote. 

Mr.  Derrick.  I  have  to  handle  a  rule  on  the  floor  that  will  take 
10  or  15  minutes.  I  want  you  not  to  take  that  as  a  lack  of  interest, 
and  I  wish  you  would  not  say  anything  good  or  bad  about  my  bill 
while  I  am  gone. 

Mr.  Cutter.  No,  sir. 

[Brief  recess  to  vote.] 

after  recess 

Mrs.  Chisholm.  The  subcommittee  will  reconvene. 

I  realize  we  are  operating  under  constraints  of  time.  I  would  like 
to  lay  down  a  few  basic  ground  rules.  We  have  four  other  very 
important  witnesses  from  the  independent  agencies  and  executive 
branch  of  the  Government  to  testify,  so  we  are  going  to  have  to 
start  moving  in  the  direction  of  the  5-minute  rule  because  some  of 
the  statements  are  rather  lengthy  and  we  do  want  to  get  the 
import  of  these  statements. 

It  is  very  important,  so  unless  we  lay  down  some  very  basic 
ground  rules,  we  can  be  here  until  7  or  8  o'clock.  I  am  sure  most  of 
us  don't  want  to  be  here  for  that  time.  Until  my  colleagues  return 
in  the  near  future,  we  will  continue. 

Mr.  Beilenson,  do  you  have  any  questions? 

Mr.  Beilenson.  Thank  you,  Madam  Chairman.  Yes;  I  do  have 
one. 

With  respect  to  H.R.  2,  even  though  you  are  supportive  of  the 
legislation,  your  recommendation  in  your  attachment  is  that  title 
VI  be  deleted. 

Mr.  Cutter.  Yes,  sir. 

Mr.  Beilenson.  You  spoke  of  your  particular  concern  in  your 
statement  about  that  section  which  requires  OMB  to  transmit  man- 
agement reports  because  it  represents  a  major  new  undertaking, 
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would  add  substantially  to  your  workload,  and,  second,  because  you 
feel  it  to  be  unnecessary  and  undesirable. 

Those  were  your  two  main  reasons.  What  do  you  see  H.R.  2 
requiring  of  the  executive  branch  that  you  don't  have  to  do  now  if 
title  VI  were  deleted?  How  would  you  be  involved  in  this  whole 
sunset  process,  or  to  put  it  another  way,  are  you  interested  in  this 
process  only  if  it  doesn't  require  anything  additional  of  the  execu- 
tive branch  over  what  you  are  required  to  do  now? 

Mr.  Cutter.  First,  I  guess  I  think  of  this  as  something  that 
inevitably  is  only  going  to  be  successful  if  we  both  do  it  jointly  and 
with  the  best  of  intentions  and,  second,  my  own  judgment  is  that 
the  reauthorizations,  done  well,  are  going  to  themselves  be  more 
work,  an  important  amount  of  more  work,  of  increased  work,  for 
the  agencies  and  for  0MB. 

If  the  sunset  examinations  over  a  decade  are  going  to  be  done 
with  rigor  and  precision,  the  agencies  are  going  to  have  to  do  more 
work.  "They  are  going  to  have  to  respond  to  much  more  pointed 
questions,  to  a  much  finer  and  rigorous  sense  of  what  objectives  are 
and  what  accomplishments  have  been,  and  0MB  is  going  to  have  to 
review  and  verify  everything  that  is  done  within  that  area. 

So  I  see  that  as  a  major  piece  of  work,  and  if  I  may  add  one  other 
piece,  it  is  the  requirement  to  duplicate  what  is  inevitably  done 
either  a  cursory  way  or  a  way  that  involves  an  enormous  amount 
of  workload  every  2  years,  as  title  VI  would  do. 

That  is  our  problem. 

Mr.  Beilenson.  I  agree  with  you  and  I  tended  to  think  before 
you  testified  that  that  was  an  unnecessary  burden  on  you.  I  was 
curious  as  to  your  feelings  about  how  the  executive  branch  would 
otherwise  be  involved.  I  suppose  basically  your  answer  is  at  the  10- 
year  recycling  period  when  each  program  was  up  for  reauthoriza- 
tion; otherwise  it  would  disappear. 

Mr.  Cutter.  That  is  right.  But  we  don't  see  that  as  a  trivial 
involvement. 

Mr.  Beilenson.  I  understand.  Is  there  anything  under  existing 
law  which  would  prevent  you  from  doing  now  what  would  be 
required  of  you  under  H.R.  2?  Obviously  these  things  don't  go  by 
the  wayside  unless  they  are  reauthorized  at  10-year  cycles. 

But,  if  you  thought  there  were  problems  with  the  program,  if  you 
thought  a  program  should  be  terminated,  you  could  tell  us  that 
right  now  just  in  the  annual  reapprcpriation  or  reauthorization 
process. 

Mr.  Cutter.  We  do  and  we  would  continue  to.  We  wouldn't  see 
the  decade  cycle  as  prohibiting  0MB  from  making  out-of-cycle  rec- 
ommendations either  in  the  appropriations  or  the  reauthorization 
process,  and  my  judgment  in  the  reading  of  the  bill  is  that  it 
certainly  wasn't  the  intent  of  Congress  to  preclude  this. 

I  return  to  the  two  points  concerning  the  advantages  of  H.R.  2  I 
think  I  made  in  answering  the  chairperson's  first  question.  First, 
the  predictability  over  a  long  period  of  time  of  these  evaluations 
and,  second,  the  fact  that  evaluations  of  like  programs  take  place 
at  the  same  time.  Those  two  things  I  think  are  important  changes. 

Mr.  Beilenson.  I  suspect  what  you  mean,  and  it  wouldn't  be 
wrong  if  you  did,  is  that  you  might  suspect  the  only  way  that  the 
Congress  would  ever  come  around  to  getting  rid  of  programs  or 


145 

cutting  back  on  programs  would  be  if  it  were  required  under  this 
10-year  cycle  under  sunset  legislation,  or  you  in  the  executive 
branch  may  do  almost  as  good  a  job  as  you  might  other\yise  do  but 
we  will  just  never  do  it  unless  we  have  to  actually  do  it,  and  are 
faced  with  that  decision. 

Mr.  Cutter.  No,  sir,  that  is  not  what  I  mean.  I  think  in  impor- 
tant respects  the  priorities  of  the  Congress  determine  the  priorities 
of  the  Executive.  I  don't  mean  that  they  aren't  independent  institu- 
tions, each  with  their  own  sense  of  priorities,  but  if  the  Congress 
says  that  we  are  going  to  examine  the  programs  in,  for  example, 
function  500,  during  the  congressional  sessions  from  1980  to  1990, 
then  the  programs  and  agencies  that  are  included  in  that  function 
are  going  to  point  toward  that. 

They  are  going  to  understand  that  there  is  a  major  evaluation 
coming  at  that  point.  We  are  going  to  point  toward  that  and  so 
basically  what  I  think  is  the  definition  of  a  process  on  the  part  of 
Congress  imposes  a  discipline  on  the  Executive  as  well  as  on  the 
Congress,  as,  for  example,  the  definition  of  the  congressional 
budget  process  has,  I  think,  imposed  restraints  and  disciplines  on 
the  Executive,  which  sometimes  we  bridle  at,  but  which  on  balance 
I  think  have  been  good. 

Mr.  Beilenson.  I  am  just  of  the  opinion  that  good  legislative 
review  and  oversight  requires  a  lot  of  work,  especially  of  the  Con- 
gress; work  that  we  don't  ordinarily  spend  enough  time  doing.  I 
think  it  is  a  basic  part  of  the  OMB's  work,  too,  if  I  may  say  so. 

But  I  personally  think  that  together  we  could  do  this  now  if  we 
wanted  to.  I  think  we  have  the  process  and  the  institutions  already 
in  place  in  the  Congress  if  we  wanted  to  get  serious  about  review 
both  at  times  of  authorization  and  appropriation,  and  I  am  not  at 
all  sure— I  have  said  this  out  loud  other  times— that  the  Congress 
is  going  to  do  any  better  job  in  sunset  legislation  than  it  does  now. 

We  have  the  same  people  and  same  committees  with  the  same 
responsibilities.  I  suppose  we  are  going  to  have  to  face  up  to  some 
of  these  responsibilities  to  see  things  that  we  care  or  don't  care 
about. 

I  am  not  at  all  sure  we  will  do  a  better  job  under  sunset  than  we 
do  now  because  we  could  do  it  now  if  we  wanted  to. 

Mr.  Cutter.  First,  I  think  that  the  sunset  process  and  the  look 
by  the  Rules  Committee  at  this  whole  procedure  constitutes  getting 
serious.  I  think  it  is  an  important  step  in  that  direction. 

The  second  is  that  I  think  that  no  analytic  technique  ever  in- 
volves the  final  step  of  decision.  Inevitably  at  the  end  of  the  analyt- 
ic technique  one  is  going  to  face  those  who  agree  and  those  who 
disagree  with  the  conclusions. 

I  don't  ever  put  too  much  faith  in  analytic  techniques.  Coming 
from  0MB,  that  might  be  heresay,  but  it  is  a  point  I  have. 

Mrs.  Chisholm.  Thank  you  very  much,  Mr.  Cutter,  for  your 
appearance  here  today. 

Mr.  Cutter.  Thank  you  very  much.  It  has  been  a  pleasure  and  it 
has  been  valuable  to  us. 

Mrs.  Chisholm.  Mr.  Daniel  Halperin  now. 

H.R.  2  and  H.R.  65  both  include  coverage  of  tax  expenditures. 
Increasingly  the  tax  code  is  utilized  by  Congress  to  achieve  specific 
policy  ends.  We  need  to  determine  if  these  provisions  merit  regular 
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review  and  whether  it  is  appropriate  to  review  them  in  the  same 
manner  as  programs. 

We  welcome  the  testimony  of  Mr.  Daniel  I.  Halperin,  Deputy 
Assistant  Secretary  for  Tax  Policy  of  the  Department  of  the  Treas- 
ury. We  are  glad  that  you  could  be  with  us,  Mr.  Halperin.  I  ask 
you  to  proceed. 

STATEMENT  OF  DANIEL  I.  HALPERIN,  DEPUTY  ASSISTANT  SEC- 
RETARY FOR  TAX  POLICY  OF  THE  DEPARTMENT  OF  THE 
TREASURY 

Mr.  Halperin.  Thank  you,  Madam  Chairman. 

My  testimony  today  will  concentrate  on  the  question  of  whether 
sunset  legislation  should  be  applied  to  tax  expenditures  and  if  I 
may,  I  would  like  to  submit  the  entire  statement  for  the  record  and 
try  just  to  summarize  it  here  right  now. 

As  you  are  aware.  Government  programs  include  tax  expendi- 
tures as  well  as  direct  expenditures,  and  we  believe  that  if  we  are 
to  gain  better  control  over  Federal  programs  it  is  essential  that  we 
examine  both  types  of  expenditures. 

As  has  been  mentioned  earlier,  it  is  important  to  note  that 
sunset  does  not  eliminate  any  tax  expenditures.  All  sunset  does  is 
subject  tax  expenditures  to  a  system  of  controls  no  more  burden- 
some or  restrictive  than  that  which  applies  to  direct  expenditures. 

That  has  been  a  rather  emotional  issue  on  the  tax  side.  Perhaps 
people  are  more  accustomed  to  annual  examination  of  direct  ex- 
penditures. This  is  more  unusual  with  respect  to  tax.  We  often 
hear  statements  which  tend  to  indicate  that  the  mere  enactment  of 
sunset  is  in  effect  repeal,  and  I  think  it  is  obviously  very  important 
to  emphasize,  perhaps  not  here,  but  to  the  public  at  large,  that  we 
are  just  talking  about  re-examination. 

As  you  have  said.  Madam  Chairman,  our  Government  frequently 
turns  to  the  tax  system  as  a  means  of  resolving  the  social,  political 
and  economic  problems  of  the  day.  When  we  do,  we  create  tax 
expenditures. 

The  tax  expenditure  concept  is  not  complicated.  The  Federal 
Government  has  two  basic  means  of  carrying  out  its  programs.  It 
can  do  so  directly,  such  as  by  making  loans  and  grants,  or  it  can 
specifically  reduce  liabilities  otherwise  owed  to  the  Government. 
The  two  methods  are  economically  equivalent. 

If  I  may  give  a  more  homespun  example  perhaps  than  the  one  in 
the  testimony,  in  the  Energy  Act  of  1978  we  decided  that  we 
wanted  to  reduce  the  cost  of  installing  storm  windows  or  insulation 
in  residences.  We  could  have  accomplished  that  by  direct  outlays. 
We  could  have  given  subsidies  to  the  people  who  manufacture 
these  products.  Or  we  could  have  done  it  through  the  purchasers. 
We  could  have  asked  people  who  buy  storm  windows  or  who  buy 
insulation  to  present  their  bill,  perhaps  to  the  Energy  Department. 
If  we  wanted  to  reduce  the  price  by  15  percent,  if  one  spent  $1,000 
for  storm  windows  and  submitted  a  bill  to  a  Government  agency, 
they  would  receive  a  check  for  $150. 

We  didn't  do  either  of  those.  What  we  did  was  to  give  a  tax 
credit  for  15  percent  of  the  amount  spent  on  certain  insulation, 
storm  windows,  et  cetera,  so  if  somebody  otherwise  owed  $3,000  of 
taxes  and  they  spent  $1,000  for  insulation,  their  tax  liability  is 
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reduced  to  $2,850.  We  can  look  on  the  expenditure  side  of  the 
budget  and  we  will  not  find  anything  about  aid  for  purchasing  of 
insulation  or  storm  windows,  but  the  aid  is  there  nevertheless. 

The  income  tax  system  is  being  used  simply  as  a  means  of 
transferring  the  subsidy.  The  subsidy  is  being  cleared;  that  is, 
accounted  and  paid  for  through  the  tax  system. 

The  Federal  tax  system  is,  to  say  the  least,  complicated.  It  is, 
therefore,  essential  to  distinguish  between  the  use  of  the  tax 
system  to  transfer  subsidies,  which  I  have  just  described,  from  its 
basic  function  of  raising  revenues.  The  revenue-raising  function  is 
carried  out  by  applying  a  rate  structure  to  a  base  consisting  of  net 
income.  Tax  expenditures,  on  the  other  hand,  are  special  and  dis- 
tinct departures  from  the  basic  revenue-raising  structure. 

Superimposing  tax  expenditure  provisions  on  the  top  of  a  tax 
structure  complicates  an  already  complicated  statute,  but  the  re- 
sulting complexity  should  not  be  allowed  to  cloud  this  important 
distinction  between  the  two  functions. 

One  way  of  looking  at  it  is  really  to  ask  why  the  particular 
provision  is  there.  The  line  may  not  be  free  from  doubt  in  all  cases, 
but  everyone  I  think  would  agree  that  the  objective  of  reducing  the 
price  of  storm  windows  has  nothing  to  do  with  income  tax  policy, 
but  has  to  do  with  an  attempt  to  subsidize  a  particular  kind  of 
purchase. 

Tax  expenditures  which  are  functionally  the  same  as  direct  ex- 
penditures should  be  similarly  treated.  The  revenue-raising  func- 
tion is  a  separate  one  and  should  not  be  confused  with  the  expendi- 
ture function. 

If  I  may  say,  in  the  10  years  that  the  Congress  and  the  executive 
branch  side  have  been  preparing  the  tax  expenditure  budget,  there 
has  been  very  little  disagreement  as  to  what  goes  in  it  and  what 
should  be  left  out.  We  believe  that  the  motivations  which  would 
cause  one  to  enact  the  sunset  bill  would  not  enable  you  to  ignore 
the  tax  side.  The  tax  side  is  big.  It  is  over  $150  billion  in  the 
current  year.  The  tax  side,  if  anything,  is  less  subject  to  regular 
review  than  the  expenditure  side. 

Tax  programs,  as  you  know,  of  course,  only  go  through  one 
committee  and  not  both  authorization  and  appropriations  commit- 
tees. They  tend  more  often  than  direct  programs  to  be  permanent. 
Tax  expenditures  are  hidden  in  the  tax  law  and  are  not  counted  as 
spending  within  the  budget  ceiling  of  any  agency.  In  fact,  tax 
expenditures  most  often  have  no  aggregate  dollar  limitations.  They 
are  simply  available  by  claiming  an  item  on  an  income  tax  return. 
For  all  these  reasons,  tax  expenditures  are  often  easier  to  enact 
and  retain  than  direct  expenditures  which  accomplish  the  same 
goals. 

Applying  sunset  to  tax  expenditures  serves  basically  the  same 
objectives  as  sunset  generally:  To  provide  for  the  evaluation  of  the 
expenditure  in  relation  to  its  goals  and  in  light  of  the  functionally 
similar  nontax  Federal  programs.  This  facilitates  program  improve- 
ment and  coordination  with  direct  expenditure  programs. 

I  am  going  to  skip  to  page  7  of  my  testimony  to  indicate  the 
position  we  are  taking  on  including  tax  expenditure  within  sunset. 
We  believe  for  the  reasons  that  I  have  stated  that  whatever  sunset 
legislation  is  ultimately  approved  by  the  Congress,  tax  expendi- 
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tures  must  be  included  so  as  not  to  further  increase  the  budgetary 
control  gap  between  tax  and  direct  expenditures. 

At  the  very  least,  sunset  legislation  should  provide  extensive 
mandatory  review  of  all  tax  expenditures.  Tax  expenditure  review 
should  be  coordinated  to  the  maximum  extent  possible  with  direct 
spending  review.  Tax  expenditure  review  should  incorporate  the 
views  of  the  authorization  committee  and  should  be  predicated  on 
comparing  the  effectiveness  of  tax  expenditures  with  related  direct 
expenditures. 

There  is  a  surprising  absence  of  that  type  of  information  today. 
We  see  no  reason  to  exclude  any  tax  expenditure  from  review 
regardless  of  whether  any  tax  expenditures  are  excluded  from  ter- 
mination. 

We  also  believe  that  sunset  legislation  should  provide  dates  by 
which  congressional  action  will  be  required  in  order  to  maintain 
tax  expenditures.  This  simply  corrects  some  of  the  present  imbal- 
ance between  tax  and  direct  expenditures  and  helps  insure  that  tax 
expenditure  review  would  be  meaningful.  Termination  dates  should 
be  coordinated  with  functionally  related  direct  expenditures. 

Now,  it  may  be  desirable  in  the  committee's  judgment  to  exclude 
a  few  tax  expenditures  from  the  termination  schedule  as  H.R.  2 
does  on  the  direct  side.  We  would  be  happy  to  work  with  you  in 
examining  the  tax  expenditure  budget  and  evaluating  the  various 
provisions  in  light  of  the  criteria  the  committee  has  developed  or 
would  further  develop  for  exclusion  of  both  direct  and  tax  expendi- 
tures. 

We  believe  it  is  unnecessary  for  sunset  legislation  itself  to  in- 
clude rules  which  may  be  needed  in  the  event  that  specific  tax 
expenditures  are  allowed  to  terminate.  Title  VII  does  provide  for 
that  to  be  done  at  the  option  of  the  tax-writing  committees.  We 
recognize  that  if  termination  would  occur,  rules  might  be  needed  to 
provide  grandfather  protection  for  those  who  relied  on  existing  law 
and  to  substitute  a  direct  expenditure  provision  perhaps  or  to 
conform  the  tax  law  to  the  lapse  of  certain  provisions.  However, 
such  grandfather  provisions,  transitional  rules,  et  cetera,  would 
also  be  required  if  a  direct  program  were  allowed  to  terminate  and 
yet  that  has  not  been  included  in  the  sunset  legislation. 

We  believe  this  exclusion  is  appropriate  because,  as  we  have 
emphasized,  no  decision  has  now  been  made  to  terminate  anything. 
Transitional  rules  perhaps  make  it  appear  as  if  a  decision  is  made 
to  terminate.  Discussions  over  transitional  rules  will  raise  the  emo- 
tions on  the  issue  and  lead  to  protracted  debate.  We  believe  that  it 
is  preferable,  and  certainly  possible,  to  develop  potential  transition- 
al rules  as  part  of  the  review  process  and  the  decision  as  to  wheth- 
er any  program  should  in  fact  be  terminated. 

I  would  just  like  to  take  a  few  minutes  to  discuss  some  of  the 
arguments  that  have  been  raised  against  applying  sunset  to  tax 
expenditures.  Certain  elements  of  the  business  community  which 
have  supported  sunset  in  general  have  opposed  it  as  applied  to  tax 
expenditures,  and  they  point  out  that  applying  sunset  could  create 
serious  problems  for  business  certainty. 

They  say  that  business  will  be  less  willing  to  invest  if  tax  ex- 
penditures will  be  regularly  reviewed  and  possibly  terminated.  We 
believe  that  support  of  sunset  as  to  direct  expenditures  and  opposi- 
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tion  to  sunset  as  to  tax  expenditures  on  the  ground  that  it  might 
create  additional  uncertainty  cannot  be  reconciled. 

Firms  making  investment  decisions  involving  tax  expenditure 
are  in  no  different  position  from  firms  who  must  consider  whether 
Federal  spending  and  subsidy  programs  will  be  continued.  People 
who  are  in  the  business  of  constructing  housing  or  constructing 
highways  or  in  supplying  defense  items  certainly  are  making  some 
judgment  as  to  whether  these  types  of  programs  will  continue. 
Universities  which  develop  research  programs  are  making  some 
judgment  as  to  whether  Federal  support  of  basic  research  will 
continue.  Somebody  who  goes  into  agriculture  has  to  make  some 
judgment  as  to  the  likelihood  of  the  continuation  of  agricultural 
support  programs. 

All  of  these  doubtless  influence  business  investment  decisions, 
and  we  believe  that  the  tax  side  is  no  different.  Since  investment  is 
dependent  on  all  Federal  programs,  the  issue  really  is  whether 
such  reliance  on  the  Federal  programs  should  preclude  regular 
meaningful  review  of  all  programs  affecting  the  business  communi- 
ty. We  would  submit  that  securing  the  most  efficient  use  of  Federal 
resources  is  of  paramount  concern.  Uncertainty  will  be  managed, 
as  are  other  investment  risks.  We  cannot  accept  the  proposition 
that  all  Federal  subsidies  to  business  must  be  provided  permanent- 

ly. 

Another  argument  that  is  often  heard  is  that  applying  sunset  to 
tax  expenditures  constitutes  a  back  door  tax  increase,  which  it  is 
believed  Congress  will  more  likely  allow  to  happen  because  there  is 
no  need  to  vote  for  it.  Listening  to  the  discussions  about  the  infla- 
tion-caused tax  increase  and  the  need  to  do  something  about  that,  I 
wonder  whether  back  door  increases  are  any  easier  to  impose  than 
front  door  increases,  but,  in  any  event,  we  believe  this  argument 
plays  upon  the  confusion  inherent  in  the  two  roles  the  income  tax 
performs — raising  revenues  and  providing  subsidies. 

The  income  tax  provisions  affected  by  sunset  are  subsidies  which 
happen  to  be  cleared  through  the  tax  system.  Accordingly,  setting 
a  termination  date  means  nothing  more  than  a  subsidy  has  been 
scheduled  to  terminate.  That  is  certainly  not  a  novel  concept.  It 
may  be  that  termination  of  certain  tax  subsidies  economically  calls 
for  a  general  tax  cut.  After  all,  if  the  Government  is  going  to  spend 
less  money,  taxes  could  be  cut.  But  on  the  same  grounds,  one  would 
believe  that  a  tax  cut  is  possible  when  direct  expenditures  are 
reduced. 

It  is  also  often  stated  that  applying  sunset  to  tax  expenditures, 
and  I  suppose  even  talking  about  tax  expenditures,  presumes  that 
a  taxpayer  is  only  entitled  to  what  the  Government  doesn't  tax 
away.  I  am  really  not  sure  how  to  deal  with  this  argument:  wheth- 
er it  is  intended  to  be  taken  seriously,  or  is  it  an  emotional  argu- 
ment designed  to  build  up  opposition  to  the  concept  of  sunset  as 
applied  to  tax  expenditures? 

Certainly  the  existence  of  Government  and  allocation  of  func- 
tions to  it  means  that  a  certain  portion  of  national  income  will 
have  to  be  paid  in  taxes.  We  have  in  fact  decided  to  finance  a  large 
part  of  the  cost  of  Government  by  means  of  an  income  tax.  No  one 
suggests  that  this,  in  itself,  presumes  all  income  belongs  to  the 
Government.  Even  setting  an  income  tax  rate  of  say  20  percent  or 
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from  14  to  70,  as  we  have,  doesn't  presume  that  a  certain  portion  of 
income  belongs  to  the  Government.  After  all,  that  rate  could  go  up 
or  down.  This  is  just  the  amount  of  tax  that  we  have  decided  to 
collect  for  the  present  time. 

Distinguishing  the  tax  expenditure  from  the  basic  income  tax 
provision  merely  asks  the  question  why  is  the  tax  lower  for  one 
person  than  another.  Is  it  a  decision  based  on  the  tax  structure 
that  we  believe  that  person  has,  for  example,  less  ability  to  pay 
taxes,  or  does  it  involve  a  spending  decision  that  that  person  is 
entitled  to  a  Federal  subsidy  for  some  particular  action  a  person  is 
going  to  undertake? 

As  we  have  stated,  the  Government  spending  may  either  be 
provided  directly  or  by  foregoing  revenues  otherwise  due.  They  are 
simply  policy  alternatives  and  there  is  nothing  in  the  tax  expendi- 
ture concept  any  more  than  in  the  existence  of  the  income  tax  that 
implies  that  the  Government  has  a  right  to  income  or  to  anything 
else.  It  merely  serves  to  identify  the  reason  why  certain  transfers 
or  subsidies  may  have  been  made. 

In  conclusion,  we  believe  that  if  an  effective  sunset  mechanism  is 
to  be  enacted,  it  has  to  apply  to  tax  expenditures  as  well.  Failure  to 
do  so  will  increase  the  disparity  between  direct  and  tax  expendi- 
tures and  will  only  serve  to  increase  the  pressure  to  do  more  things 
on  the  tax  side. 

If  the  committee  would  adopt  an  effective  sunset  mechanism  for 
direct  expenditures,  and  if  that  mechanism  were  beginning  to 
work,  and  there  were  not  a  similar  mechanism  for  tax  expendi- 
tures, the  budget  control  problem  merely  shifts  to  the  tax  side.  If 
anjrthing,  tax  expenditures  now  require  greater  budgetary  control 
improvements  than  direct  expenditures.  We  therefore  hope  that 
the  committee  will  include  an  effective  sunset  mechanism  for  tax 
expenditures  in  any  bill  that  it  enacts. 

Thank  you.  Madam  Chairman.  That  concludes  my  statement. 

[Mr.  Halperin's  prepared  statement  follows:] 
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Congresswcman  Chisholm  and  members  of  this  distinguished 
Subcommittee : 

It  is  an  honor  to  appear  before  you  to  present  the 
views  of  the  Treasury  Department  on  sunset  legislation.   The 
Administration  witnesses  thus  far  have  emphasized  the 
importance  of  the  sunset  concept  as  applied  to  government 
programs  generally.   As  you  are  aware,  government  programs 
include  tax  expenditures  as  well  as  direct  expenditures.   If 
we  are  to  gain  better  control  over  federal  programs,  it  is 
essential  that  we  examine  both  types  of  expenditures. 

I  will  begin  by  discussing  the  general  problem  of  tax 
expenditures.   Then  I  will  turn  to  the  different  ways  in 
which  the  sunset  concept  can  be  applied  to  tax  expenditures. 
Next,  I  will  discuss  some  technical  aspects  of  tax  expendi- 
ture sunset.   I  will  then  consider  some  general  policy 
matters  and  the  criticisms  most  often  leveled  at  applying 
sunset  to  tax  expenditures.   Finally,  I  will  discuss  H.R.  2 
and  H.R.  65,  the  bills  now  before  you,  and  indicate  the 
Administration's  views  in  light  of  the  goals  of  sunset. 

It  is  important  to  note  that  sunset  does  not  eliminate 
any  tax  expenditures.   All  sunset  does  is  subject  tax 
expenditures  to  a  system  of  controls  no  more  burdensome  or 
restrictive  than  that  which  applies  to  direct  expenditures. 

The  Tax  Expenditure  Problem 

Our  government  frequently  turns  to  the  tax  system  as  a 
means  of  resolving  the  social,  political,  and  economic 
problems  of  the  day.   For  the  most  part,  these  programs  take 
the  form  of  tax  expenditures. 

The  tax  expenditure  concept  is  not  complicated.   The 
federal  government  has  two  basic  means  by  which  it  can  carry 
out  its  programs.   It  can  do  so  directly,  such  as  by  making 
grants  and  loans,  or  it  can  specially  reduce  liabilities 
otherwise  owed  to  the  government.   The  two  methods  are 
economically  equivalent.   A  potential  recipient  can  be  pro- 
vided the  same  amount  of  aid  using  either  method.   When  the 
liabilities  owed  to  the  government  are  tax  liabilities,  we 
refer  to  the  special  reductions  as  tax  expenditures,  since 
they  are  economically  and  functionally  equivalent  to  direct 
expenditures. 

Consider  a  very  simple  example.   A  business  owes  $1 
million  in  income  taxes  to  the  federal  government.   To 
encourage  this  business  to  undertake  a  project,  the  govern- 
ment has  decided  to  provide  $400,000  of  direct  economic 
assistance.   The  government  may  transfer  this  aid  using  one 
Of  the  two  basic  methods.   The  business  can  be  required  to 
pay  SI  million  in  income  taxes  and  a  grant  of  $400,000  can 
be  made  directly  to  the  business.   Or  $400,000  of  tax 
liability  can  be  cancelled,  leaving  a  net  tax  payment  of 
$600,000.   The  grant  would  appear  as  a  direct  outlay  of  the 
government.   The  reduction  in  taxes  would  be  treated  as  a 
tax  expenditure.   In  either  case,  the  business  has  received 
the  same  amount  of  economic  assistance.*   In  the  case  of  the 


To  obtain  equivalence,  the  $400,000  of  tax  reduction  must 
itself  be  considered  taxable  income  as  a  direct  grant  would 
be. 
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tax  expenditure,  the  federal  income  tax  system  is  being  used 
simply  as  a  means  of  transferring  the  subsidy.   In  other 
words,  the  subsidy  is  being  "cleared"  —  that  is,  accounted 
and  paid  for  —  through  the  income  tax  system. 

The  federal  tax  system  is,  to  say  the  least,  complicated. 
It  is,  therefore,  essential  to  distinguish  between  the  use 
of  the  tax  system  to  transfer  subsidies  —  which  I  have  just 
described  —  from  its  basic  function  of  raising  revenues. 
The  revenue  raising  function  is  carried  out  by  applying  a 
rate  structure  to  a  tax  base  consisting  of  "net  income". 
Along  with  certain  accounting  and  administrative  rules, 
these  provisions  comprise  the  structure  of  the  income  tax 
system.   Tax  expenditures  are  formulated  as  special  and 
distinct  modifications  of  the  basic  revenue  raising  structure, 
and  are  separable  from  that  structure.   Superimposing  tax 
expenditure  provisions  on  top  of  tax  structure  provisions 
complicates  an  already  complex  statute.   But  the  resulting 
complexity  should  not  be  allowed  to  cloud  the  important 
distinction  between  the  two  functions.   Tax  expenditures  are 
functionally  the  same  as  direct  expenditures,  and  should  be 
similarly  treated.   The  revenue  raising  function  is  a 
separate  one,  and  should  not  be  confused  with  the  expenditure 
function. 

Tax  expenditures  are  used  to  subsidize  the  provision  of 
goods  and  services  (e.g.,  the  charitable  deduction  and 
percentage  depletion) ,  or  to  subsidize  the  use  of  certain 
production  methods  (e.g.,  energy  tax  credits  and  the  tar- 
geted jobs  credit) .   Tax  expenditures  are  also  used  to 
provide  transfers  to  other  governmental  units  (e.g.,  tax- 
exempt  bonds)  or  to  individuals  (e.g.,  exemptions  for  the 
aged  or  blind) . 

There  are  now  over  90  different  tax  expenditure  pro- 
grams.  For  fiscal  year  1980,  the  aggregate  revenue  loss 
attributable  to  tax  expenditures  will  exceed  $150  billion. 
This  is  more  than  28  percent  of  the  direct  budget  outlays 
for  the  same  year.   Despite  their  obvious  budgetary  sig- 
nificance, tax  expenditures  receive  minimal  government 
control  and  coordination.   Since  a  tax  expenditure  program 
takes  the  form  of  a  modification  of  the  tax  laws,  it  avoids 
the  budgetary  checks  imposed  on  direct  expenditures,  which 
must  pass  through  both  authorization  and  appropriation 
committees,  and  must  compete  with  other  programs  within  an 
agency  budget  ceiling.   Tax  expenditures  are  hidden  within 
the  tax  law  and  are  not  counted  as  spending  within  the 
budget  ceilings  of  any  agency.   In  fact,  tax  expenditures 
have  no  aggregate  dollar  limitations.     Tax  expenditures 
are  available  simply  by  claiming  an  item  on  a  tax  return. 
They,  therefore,  operate  as  open-ended  entitlement  programs. 
Their  cost  is  determined  by  the  willingness  of  taxpayers  to 
engage  in  certain  economic  activities.   Unlike  most  direct 
expenditure  programs,  cost  is  not  limited  by  annual  appropriations. 
The  tax  committees,  in  effect,  exercise  both  authorization 
and  appropriation  powers  over  tax  expenditures,  and  usually 
do  so  on  a  permanent  basis.   A  tax  expenditure  program  thus 
avoids  coming  under  the  scrutiny  of  the  committees  most 
familiar  with  the  subject  matter  of  the  program.   Thus,  the 
basic  tools  used  to  control  other  federal  programs  are,  for 
the  most  part,  absent  from  tax  expenditure  programs.   Tax 
expenditures,  therefore,  are  often  easier  to  enact  and 
retain  than  direct  expenditures  which  accomplish  the  same 
goals. 

How  Does  Sunset  Address  These  Problems? 

"Sunset"  refers  to  a  procedural  system  to  compel 
periodic  review  of  governmental  programs.   In  order  to  make 
review  meaningful,  most  programs  are  scheduled  to  terminate 
("sunset")  on  a  regular  basis,  thereby  requiring  the  positive 
action  of  reauthorization  to  maintain  the  program.   Sunset 
attempts  to  produce  greater  budgetary  control  by  requiring 
periodic  re justification  of  government  programs  in  order  to 
renew  spending  authority. 
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Applying  sunset  to  tax  expenditures  serves  basically 
the  3aine  objectives  as  sunset  generally:   to  provide  for  the 
evaluation  of  the  tax  expenditure  in  relation  to  the  goals 
leading  to  its  enactment  and  in  light  of  functionally 
similar  nontax  federal  programs.   This  facilitates  program 
improvement  and  coordination  with  direct  expenditure  programs. 

Sunset  makes  it  possible  to  introduce  a  modicum  of 
control  into  the  chaotic  tax  expenditure  process.   The 
effectiveness  of  the  control  depends  on  the  strength  and 
breadth  of  the  legislation,  and  on  the  willingness  of  the 
Administration  and  Congress  to  make  the  concept  work. 

There  are  several  basic  approaches  to  incorporating  tax 
expenditures  in  some  form  of  sunset  mechanism. 

A.  Review  only.   Here,  the  emphasis  is  limited  to 
periodic  review  and  evaluation  of  tax  expenditures.   A 
schedule  and  criteria  for  reviewing  tax  expenditures  would 
be  established.   Functionally  related  tax  expenditures  and 
direct  spending  programs  would  be  reviewed  at  the  same  time. 

The  purpose  of  review  is  to  provide  solid  information 
on  which  tax  expenditure  programs  may  be  evaluated.   There 
is  a  surprising  dearth  of  information  comparing  tax  expendi- 
ture objectives  with  actual  results,  and  evaluating  related 
tax  and  direct  spending  programs.   Such  review  is  now  con- 
ducted mostly  on  an  ad  hoc  basis  in  response  to  the  political 
necessities  of  the  moment.   Providing  such  information  on  a 
regular  basis  will  be  of  great  assistance  in  formulating 
legislation.   To  the  extent  that  review  combines  the  efforts 
of  the  relevant  substantive  committees  with  those  of  the  tax 
committees,  especially  in  comparing  the  effectiveness  of  tax 
expenditures  to  direct  spending  programs,  review  serves  a 
particularly  useful  function.   However,  an  evaluation  report, 
regardless  of  its  quality  and  the  information  provided, 
cannot  by  itself  guarantee  Congressional  consideration. 
The  issue  is  whether  an  automatic  mechanism  for  terminating 
tax  expenditures  is  necessary  to  cause  Congress  to  focus  its 
attention  on  a  tax  expenditure. 

B.  Two-Step  Termination  Proposals.   This  approach, 
found  in  Title  VII  of  H.R.  2,  requires  two  separate  pieces 
of  legislation.   The  first  bill  establishes  the  termination 
and  review  structure,  which  is  then  activated  to  the  extent 
provided  in  the  second  bill.   The  second  bill  is  treated  pro- 
cedurally in  much  the  same  manner  as  a  normal  tax  bill  and 
allows  the  traditional  tax  legislative  process  to  set 
termination  dates  and  define  the  scope  of  tax  expenditure 
sunset  by  use  of  outright  exemptions  or  through  transition, 
grandfathering  and  substitution  rules. 

The  two-step  approach  has  the  advantage  of  allowing 
for  Congressional  action  on  the  basic  structure  without  intro- 
ducing at  the  outset  all  of  the  controversy  surrounding 
termination  of  tax  expenditures.   Also,  by  placing  responsi- 
bility for  determining  the  scope  of  tax  expenditure  sunset 
in  the  tax-writing  committees,  this  approach  tends  to  pre- 
serve current  legislative  jurisdiction. 

The  usefulness  of  this  approach  depends  on  the  prospects 
for  the  second  bill.   Since  the  termination  dates  and 
exemptions  set  in  the  second  bill  prescribe  the  review 
structure,  a  review  process  is  established  only  to  the 
extent  provided  in  the  second  bill.   Thus,  the  outlook 
for  establishing  a  strong  review  structure  is  tied  to  the 
willingness  to  provide  for  termination. 

C.  Automatic  termination.   The  broadest  possible 
approach  to  tax  expenditure  sunset  is  to  prescribe  termination 
dates  for  all  tax  expenditures  in  conjunction  with  a  review 
process.  This  approach  takes  the  most  direct  route  to  the 
objectives  sought  by  applying  sunset  to  tax  expenditures. 

To  the  extent  termination  dates  are  provided,  the  review 
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mechanism  becomes  more  effective,  and  tax  expenditures  are 
placed  more  on  a  par  with  direct  expenditures.   There  is  no 
apparent  reason  why  most  tax  expenditures  should  not  auto- 
matically terminate  unless  reenacted  by  Congress. 

D.   Apply  mandatory  termination  dates  to  new  tax 
expenditures  only.   A  variation  on  the  previous  approach  is 
to  require  only  that  all  new  tax  expenditures  contain 
termination  dates.   This  is  the  approach  taken  by  Title  IV 
of  H.R.  65.   Given  the  rate  at  which  tax  expenditures  are 
now  being  enacted,  such  a  requirement  could  be  useful.   The 
enforcement  mechanism  for  this  approach  suggested  in  previous 
proposals  is  to  make  out  of  order  the  consideration  of  any 
bill,  amendment,  resolution,  etc.,  which  includes  a  tax 
expenditure  and  which  does  not  contain  termination  provisions 
meeting  certain  requirements. 

Problems  of  Applying  Sunset  to  Tax  Expenditures 

A.  Definition  of  a  tax  expenditure.   The  existence  and 
definition  of  tax  expenditures  have  been  the  subject  of  some 
debate.   Yet,  those  responsible  for  applying  the  concept  — 
Treasury,  0MB,  the  Congressional  Budget  Office  and  the  Joint 
Tax  Committee  —  have  be-^n  in  almost  complete  agreement  in 
identifying  the  tax  expf^nditure  items  of  the  budget.   Given 
this  historical  consistency,  the  actual  application  of 
sunset  to  tax  expenditures  is  likely  to  produce  few,  if  any, 
definitional  problems. 

B.  Technical  interdependencies.   Elimination  of  one 
section  of  the  tax  code  may  affect  related  sections.   But 
interdependency  problems  may  also  be  created  when  direct 
expenditure  programs  terminate.   Further,  in  most  cases, 
this  will  be  a  purely  technical  problem,  requiring  careful 
draftsmanship  and  a  knowledge  of  any  concurrent  changes  in 
the  tax  law.   In  some  cases,  however,  the  interrelationships 
are  important,  and  may  call  for  broad  review.   The  capital 
gains  provisions  are  a  good  example  of  this  second  category. 
Technical  interdependencies  attest  to  the  complexity  of  the 

tax  code,  and  not  to  any  inability  to  evaluate  tax  expenditures. 

C.  Transition  rules.   Transition  rules  are  required 
when  tax  laws  change  in  order  to  mitigate  detrimental 
reliance  on  existing  law.   Similar  examples  of  reliance 

would  also  be  found  when  subsidies  and  other  direct  expenditure 
programs  are  abruptly  terminated.   In  either  case,  transition 
rules  should  generally  be  formulated  as  part  of  the  review 
of  a  given  expenditure  program,  and  not  in  conjunction  with 
creating  a  system  of  review. 

D.  Substitution  rules.   If  a  subsitute  program  is  not 
in  place,  automatic  termination  of  a  tax  expenditure  often 
means  either  the  elimination  of  any  means  to  accomplish  a 
program  objective  or  the  creation  of  a  structural  "gap"  in 
the  tax  law.   As  a  result,  a  proposal  to  repeal  a  tax 
expenditure  will  often  be  accompanied  by  a  substitute  provision 
to  accomplish  the  same  objective  or  fill  the  "gap"  (if  any)  . 
For  example,  the  President's  1978  Tax  Program  recommended  a 
taxable  bond  option  to  encourage  states  and  localities  to 
substitute  subsidized  taxable  borrowing  for  tax-exempt 
borrowing. 

Similar  substitution  problems  may  be  created  by  termina- 
tion of  direct  expenditure  programs.   For  example,  if  current 
welfare  programs  automatically  expire,  some  substitute  would 
be  needed  to  accomplish  the  same  goals.   In  some  cases, 
however,  s  ich  as  foreign  income  deferral,  where  the  tax 
expenditure  may  be  terminated  only  by  substituting  a  structural 
alternative,  applying  sunset  to  tax  expenditures  may  be 
different  from  applying  sunset  to  direct  expenditures.   This 
distinction  is  an  extremely  narrow  one,  and  does  not  warrant 
treating  all  tax  expenditures  differently  from  direct  expen'?itures. 

Administration  Position 

In  view  of  the  general  policy  considerations  set  out 
above,  we  believe  that  the  following  decisions  should  guide 
your  consideration  of  applying  sunset  to  tax  expenditures. 
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Tax  expenditures  are  now  subject  to  significantly  less 
budgetary  control  than  direct  expenditures.   Accordingly,  we 
strongly  urge  that  whatever  sunset  legislation  is  ultimately 
approved  by  the  Conunittee  not  further  increase  the  budgetary 
control  gap  between  tax  and  direct  expenditures. 

At  the  very  least,  sunset  legislation  should  provide 
extensive  mandatory  review  of  all  tax  expenditures.   Tax 
expenditure  review  should  be  coordinated  to  the  maximum 
extent  possible  with  direct  spending  review.   Tax  expendi- 
ture review  should  incorporate  the  views  of  the  authorization 
committee,  and  should  be  predicated  on  comparing  the  effec- 
tiveness of  tax  expenditures  with  related  direct  expenditures. 
We  see  no  reason  to  exclude  any  tax  expenditure  from  review, 
regardless  of  whether  any  tax  expenditures  are  excluded  from 
termination. 

Sunset  legislation  should  provide  dates  by  which 
Congressional  action  will  be  required  in  order  to  maintain 
tax  expenditures.   This  simply  corrects  for  some  of  the 
imbalance  between  teuc  and  direct  expenditures  and  helps 
ensure  that  tax  expenditure  review  would  be  meaningful. 

Termination  dates  should  be  coordinated  with  functionally 
related  direct  expenditures. 

It  may  be  desirable,  in  the  Committee's  judgment,  to 
exclude  a  few  tax  expenditures  from  the  termination  schedule. 
If  the  Committee  is  so  inclined,  we  will  be  happy  to  work 
with  you  in  examining  the  tax  expenditure  budget,  and 
evaluating  the  various  provisions  in  the  light  of  the 
criteria  the  Committee  has  developed  for  exclusion  of  both 
direct  and  tax  expenditures. 

It  is  unnecessary,  and  may  well  be  undesirable,  for 
sunset  legislation  to  include  rules  which  may  be  needed  in 
the  event  that  specific  tax  expenditures  are  allowed  to 
terminate.   We  recognize  that  in  that  event,  rules  might  be 
needed  to  provide  grandfather  protection  for  those  who 
relied  on  existing  law  and  to  substitute  a  direct  expendi- 
ture provision  or  to  conform  the  tax  law  to  the  lapse  of 
certain  provisions.   However,  such  rules  have  not  been 
included  in  the  direct  expenditure  part  of.   sunset  legislation. 
On  this  basis,  therefore,  there  is  no  logical  reason  to 
require  such  rules  for  tax  expenditures.   The  sunset  bill 
should  direct  that  these  rules  be  developed  in  conjunction 
with  review  of  a  tax  expenditure  provision  as  part  of  the 
evaluation  of  the  question  of  termination.   The  choice  of 
substitution  provision  (if  any)  should  follow  from  the 
results  of  review,  and  not  from  a  current  notion  of  ap- 
propriateness.  Finally,  it  does  not  appear  worthwhile  to 
engage  now  in  a  protracted  debate  on  substitution  and 
similar  rules  since  no  decision  has  been  made  yet  to  terminate 
anything. 

Traditional  Arguments  Against  Applying  Sunset  to  Tax 
Expenditures 

A.   Applying  sunset  to  tax  expenditures  creates  serious 
problems  for  business  certainty.   It  is  often  argued  that 
applying  sunset  to  tax  expenditures  unduly  disadvantages  the 
business  community  because  of  increased  uncertainty  in 
planning  investments.   Businesses  will  be  less  willing  to 
invest  if  tax  expenditures  will  be  regularly  reviewed  and 
possibly  terminated. 

Many  of  those  who  assert  this  view  nevertheless  endorse 
applying  sunset  to  direct  expenditures.   These  two  positions 
cannot  be  reconcil.e'ST   Firms  making  investment  decisions  . 
involving  tax  expenditures  are  in  no  different  a  position 
from  firms  who  must  consider  whether  federal  spending  and 
subsidy  programs  will  be  continued.   Investment  decisions 
^^^   dependent  on  federal  spending  programs,  such  as  highway 
construction,  housing,  military  procurement,  research  and 
development,  agriculture,  and  a  variety  of  economic  develop- 
ment programs.   All  of  these  doubtless  influence  business 
investment  decisions. 
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Since  investment  i£  dependent  on  all  federal  programs  — 
direct  as  well  as  tax  —  the  issue  really  is  whether  such 
reliance  should  preclude  regular,  meaningful  review  of  all 
Federal  programs  affecting  the  business  community.   We  would 
submit  that  securing  the  most  efficient  use  of  Federal 
resources  is  of  paramount  concern.   The  resulting  uncer- 
tainty —  if  any  —  can  be  managed  by  the  business  community, 
as  are  other  investment  risks.   We  cannot  accept  the  proposi- 
tion that  all  Federal  subsidies  to  business  must  be  provided 
permanently. 

B.  Sunset  is  a  massive  tax  increase  in  disguise. 
Another  argument  often  heard  is  that  applying  sunset  to  tax 
expenditures  constitutes  some  sort  of  "backdoor"  tax  increase. 

This  argument  plays  upon  the  confusion  inherent  in  the 
two  roles  the  income  tax  performs  —  raising  revenue  and 
providing  subsidies.   The  income  tax  provisions  affected  by 
sunset  are  subsidies  which  happen  to  be  cleared  through  the 
tax  system.   Accordingly,  setting  a  termination  date  for  a 
tax  expenditure  means  nothing  more  than  the  fact  that  a 
subsidy  has  been  scheduled  to  terminate.   When  compared  with 
direct  expenditure  programs,  this  is  surely  not  a  novel 
concept.   It  may  be  that  termination  of  some  tax  subsidies 
economically  calls  for  a  general  tax  cut,  but  only  on  the 
same  grounds  that  would  apply  where  terminating  a  direct 
expenditure  might  also  justify  a  tax  decrease. 

C.  Applying  sunset  to  tax  expenditures  presumes  that 
a  taxpayer  Is  only  entitled  to  what  the  government  doesn't 
tax  away.   The  existence  of  government  and  allocation  of 
certain  functions  to  it  means  that  a  specified  portion  of 
national  income  will  have  to  be  paid  in  taxes.   We  have, 
in  fact,  decided  to  finance  a  large  part  of  the  cost  of 
government  by  means  of  an  income  tax.   No  one  suggests  that 
this  in  itself  presumes  all  income  belongs  to  the  government. 
Government  spending  may  be  provided  either  directly  or  by 
specially  foregoing  revenues  otherwise  due.   Direct  govern- 
ment action  and  special  income  tax  modification  are  simply 
policy  alternatives.   Programs  may  be  implemented  either 
way.   There  is  nothing  in  the  tax  expenditure  concept  any 
more  than  in  the  existence  of  an  income  tax  that  implies 
that  the  government  has  a  "right"  to  income  or  to  anything 
else.   The  tax  expenditure  concept  simply  serves  to  identify 
certain  government  policies  more  accurately,  namely,  as 
subsidies  or  transfers. 

H.R.  2  and  H.R.  65 

Let  me  now  turn  to  the  two  bills  which  are  before  the 
Committee. 

The  nontax  part  of  H.R.  2  would  establish  a  ten-year 
schedule  for  the  mandatory  reauthorization  of  selected 
federal  programs,  beginning  on  Septeml.er  30,  1982.   If  a 
program  is  not  reauthorized  in  accordance  with  the  bill, 
there  would  be  no  further  provision  of  appropriations, 
obligations,  or  expenditures  for  the  program.   Subsequent 
reauthorization  of  programs  would  take  place  at  ten-year 
intervals  after  the  initial  review  date.   Other  provisions 
set  up  review  procedures,  and  other  procedural  elements  for 
sunset. 

Title  VII  of  K.R.  2  applies  to  tax  expenditures.   I 
have  discussed  Title  VII  in  connection  with  the  approaches 
to  applying  sunset  to  tax  expenditures.   Title  VII  is  the 
two-step  approach.   In  the  first  step,  a  bill  is  passed 
which  provides  a  basic  structure  for  incorporating  tax 
expenditures  in  sunset.   In  the  second  step,  the  bill  goes 
through  the  normal  tax  legislative  process,  and  allows  for 
great  discretion  to  the  tax  committees  to  decide  what  is 
included  in  sunset  termination,  and  how.   The  second  step  is 
also  to  include  transition,  substitution,  emd  other  technir'al 
rules  for  any  tax  expenditures  scheduled  for  termination. 
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We  believe  that  Title  VII  represents  a  constructive 
step  in  the  right  direction.   However,  as  indicated  in  our 
testimony,  we  would  prefer  a  tax  expenditure  title  that 
directly  sets  termination  dates  for  tax  expenditures. 
Moreover,  we  would  not  want  to  see  technical  rules,  such  as 
substitution  and  grandfathering  provisions,  included  in 
initial  sunset  legislation.   These  rules  should  be  the 
product  of  sunset  review. 

H.R.  65,  introduced  by  Mr.  Derrick,  is  another  con- 
structive step  in  the  right  direction.   The  bill  would 
require  that  legislation  to  provide  new  or  increased  tax 
expenditures  satisfy  certain  procedural  requirements,  such 
as  stating  the  objectives  of  the  program  and  providing  an 

annual  report  to  Congress  evaluating  the  prograir>  in  terms  of 
its  objectives.   In  addition,  H.R.  65  would  preclude  con- 
sideration of  a  bill  or  a  resolution  providing  new  or 
increased  tax  expenditures  for  a  time  period  exceeding  five 
years.   Thus,  in  effect,  five-year  termination  would  be 
applied  to  all  tax  expenditures  covered  by  this  provision. 

Clearly,  the  objectives  of  H.R.  65,  as  with  Title  VII 
of  H.R.  2,  are  consistent  with  our  views  of  applying  sunset 
to  tax  expenditures.   We  would,  however,  much  prefer  to  have 
both  review  and  termination  apply  to  existing,  as  well  as 
new,  tax  expenditures.   In  addition,  the  effect  of  H.R.  65 
is  to  set  a  separate  review  cycle  for  new  tax  expenditures. 
This  cycle  may,  or  may  not,  coincide  with  the  general 
functional  review  cycle  to  which  the  new  items  relate.   We 
think  it  would  be  preferable  for  review  and  termination  of 
new  tax  expenditures  to  be  coordinated  as  closely  as  possible 
with  existing  tax  expenditures  and  other  federal  programs. 

Conclusion 

As  we  have  seen,  subsidy  programs  may  be  formulated 
either  as  direct  expenditures  or  as  tax  expenditures.   The 
choice  depends  on  many  considerations,  not  the  least  of 
which  are  that  tax  expenditures  are  easier  to  enact  and  are 
not  subject  to  review  or  termination. 

If  an  effective  sunset  mechanism  is  applied  to  direct 
expenditures  and  not  to  tax  expenditures,  the  disparity 
between  direct  and  tax  expenditure  control  will  widen 
significantly.   This  will  only  serve  to  increase  the  pres- 
sure to  enact  more  tax  expenditures. 

We  cannot  stress  this  point  too  much.   If  the  Conmittee 
approves  an  effective  sunset  mechanism  for  direct  expenditures, 
and  does  not  provide  a  similar  mechanism  for  tax  expenditures, 
it  will  simply  be  shifting  more  of  the  budget  control  problem 
from  direct  to  tax  expenditures.   If  anything,  tax  expenditures 
now  require  greater  budgetary  control  improvements  than 
direct  expenditures.   We,  therefore,  hope  that  the  Committee 
will  include  an  effective  sunset  mechanism  for  tax  expenditures 
in  any  bill  that  it  approves. 

o  O  o 
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Mrs.  Chisholm.  Thank  you  very  much  for  your  testimony. 

I  have  two  questions:  You  recommend  that  tax  expenditures  be 
included  in  your  comprehensive  program  review  legislation.  Now, 
would  you  elaborate  on  the  consequences  of  excluding  tax  expendi- 
tures from  such   legislation?  What  would  be  the  consequences? 

Mr.  Halperin.  We  have  seen  in  recent  years  an  explosion  of 
more  and  more  programs  being  enacted  through  the  tax  side 
rather  than  through  the  direct  side.  One  of  the  reasons  often  given 
for  that  is  that  it  is  easier  to  enact  them.  Also,  that  they  tend  to  be 
open-ended,  permanent,  less  subject  to  review.  All  that  may  be  a 
motivation  for  having  programs  adopted  in  a  particular  way,  but  it 
seems  to  us  to  be  inconsistent  with  what  these  sunset  bills  are 
after. 

These  bills  are  after  control  over  expenditures,  not  for  finding 
ways  to  do  it  in  which  the  congressional  control  will  be  reduced. 
Therefore,  if  one  moves  to  strengthen  congressional  oversight  on 
the  direct  side,  without  doing  so  on  the  tax  side,  you  just  increase 
the  pressures  to  do  things  in  that  direction  and  it  will  be  even 
another  reason  for  people  to  say  that  we  have  to  do  this  the  tax 
way  because  we  won't  be  able  to  get  it  done  on  the  direct  side. 

Mrs.  Chisholm.  Thank  you. 

You  referred  in  your  statement  to  the  need  to  compare  the 
effectiveness  of  tax  expenditure  programs  with  direct  spending 
programs.  What  problems  are  involved  in  identifying  and  assessing 
the  interrelationships  between  these  two  types  of  programs?  Are 
there  any  specific  kinds  of  problems? 

Mr.  Halperin.  Perhaps  the  most  serious  difficulty  is  that  there 
isn't  one  committee  or  agency  that  has  jurisdiction  over  both.  The 
Internal  Revenue  Service  is  in  the  business  of  dealing  with  almost 
anything  that  you  can  think  of.  We  have  part  of  the  housing 
program  in  the  Treasury,  and  part  of  the  energy  program  in  the 
Treasury.  The  same  thing  is  true  of  the  tax  committees  as  com- 
pared to  the  appropriation  and  authorization  committees  of  the 
Congress.  Therefore,  it  is  very  hard  to  evaluate  whether  the  tax 
program  is  accomplishing  its  goals. 

The  Internal  Revenue  Service,  when  it  audits  tax  returns, 
doesn't  think  about  the  issue  as  to  whether  people  who  are  claim- 
ing particular  deductions  or  credits  are  actually  fulfilling  a  nation- 
al goal  in  terms  of  their  behavior.  We  think,  therefore,  it  is  very 
important  to  try  to  have  these  evaluated  together  to  get  the  input 
of  the  agencies  and  the  appropriations  committees  on  this  issue. 

Mrs.  Chisholm.  Mr.  Lott. 

Mr.  Lott.  Thank  you  very  much.  Madam  Chairman. 

Are  you  speaking  as  an  official  spokesman  for  the  Department  of 
Treasury  and  the  administration  with  your  testimony? 

Mr.  Halperin.  Yes,  sir. 

Mr.  Lott.  And  the  administration  is  advocating  these  tax  meas- 
ures be  a  part  of  the  sunset  legislation  if  it  is  passed? 

Mr.  Halperin.  Yes,  sir. 

Mr.  Lott.  Did  you  have  something  you  want  to  say? 

Mr.  Drapkin.  Each  of  the  other  two  witnesses,  both  from  the 
executive  side,  have  said  the  same  thing  and  I  believe  that  the 
statement  of  the  President  [see  p.  127]  that  was  incorporated  as 
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part  of  Mr.  Kahn's  testimony  also  indicates  the  need  for  including 
tax  expenditures  in  the  sunset  concept. 

Mr.  LoTT.  I  think  before  I  go  any  further  I  need  to  make  some 
comment  again  about  this  phraseology,  misnomer,  or  whatever  you 
want  to  call  it,  "tax  expenditure." 

In  fact,  you  raise  a  question  about  this  in  your  testimony  to  a 
degree.  We  got  into  this  I  guess  in  1974  when  we  started  to  call  tax 
expenditures  money  that  taxpayers  get  to  keep  through  deductions 
and  credits. 

We  started  referring  to  that  as  a  tax  expenditure.  Is  that  right? 

Mr.  Halperin.  Yes;  it  is  part  of  the  Budget  Act.  The  term  "tax 
expenditure"  was  incorporated  into  legislation.  A  tax  expenditure 
budget  has  been  issued  by  the  Treasury  Department  back  in  its 
annual  report  starting  in  1968. 

Mr.  LoTT.  I  just  want  to  say  at  the  beginning  that  I  object 
strenuously  to  the  terminology  and  I  think  maybe  we  can  take  it 
from  there.  Do  you  agree  that  the  people's  interpretation  of  sunset 
legislation,  and  they  overwhelmingly  support  the  concept,  is  that  it 
would  cut  down  on  numbers  of  programs  and  agencies  and  govern- 
mental regulation? 

Mr.  Halperin.  I  think  that  certainly  is  the  goal  that  people  have 
in  mind.  They  believe  that  they  want  to  get  closer  examination  of 
the  need  for  certain  Government  programs,  and  I  assume  that  if 
that  examination  reveals  that  programs  are  not  cost  effective,  then 
they  would  be  eliminated. 

Mr.  LoTT.  The  way  I  see  this  sunset  legislation,  if  we  are  going  to 
get  in  it  just  to  go  through  a  lot  of  reviews  and  studies,  we  don't 
need  it.  We  have  plenty  to  do.  I  am  hoping  we  can  get  into  them 
and  find  some  ways  to  terminate  some  programs.  If  we  include  so- 
called  tax  expenditures  you  indicated  in  your  testimony  that  you 
really  didn't  intend  for  this  to  be  a  way  to  stop  tax  expenditures. 

It  is  just  to  review  the  programs.  Is  that  a  correct  statement  of 
what  you  said? 

Mr.  Halperin.  I  think  that  is  correct,  Mr.  Lott. 

Mr.  Lott.  But  the  result  is  going  to  be  or  could  be  very  likely 
that  some  of  these  so-called  tax  expenditures  could  be  terminated. 

Mr.  Halperin.  I  think  it  is  fair  to  say  that  the  people  who  favor 
sunset  on  direct  expenditures  are  hoping  or  expecting  that  certain 
programs  will  be  terminated  and  I  think  that  on  the  tax  side  there 
may  be  a  feeling  by  those  who  support  it  that  certain  tax  programs 
which  may  prove  to  be  ineffective  or  inefficient  would  likewise  be 
terminated  or  converted  into  more  efficient  ways  of  accomplishing 
their  goal,  but  that  is  to  be  determined  in  the  review  process.  The 
mere  setting  up  of  the  sunset  mechanism  certainly  doesn't  termi- 
nate anything  at  that  point.  It  certainly  doesn't  suggest  that  of  the 
90  programs  that  we  now  have  on  the  tax  side,  that  all  of  them 
would  disappear.  I  wouldn't  certainly  expect  anything  like  that. 

Mr.  Lott.  I  always  thought  this  was  a  way  that  maybe  we  could 
go  about  terminating  some  programs  that  had  outlived  their  use- 
fulness or  that  were  duplicative,  things  like  that,  terminate  them, 
and  as  a  result  save  the  people  some  of  their  money;  not  our 
money,  their  money.  But  sunset  could  in  fact  result  in  their  having 
to  pay  more  taxes,  couldn't  it,  if  this  part  is  included? 
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Mr.  Halperin.  Well,  if  the  tax  expenditures  which  now  result  in 
some  $150  billion  of  spending  were  eliminated,  tax  decreases  would 
certainly  be  possible.  For  those  people  who  now  get  a  certain  offset 
to  their  tax  liability  because  they  benefit  from  one  of  these  pro- 
grams, their  taxes  or  their  taxes  in  form  might  go  up.  But  just  as 
controlling  Federal  spending  on  the  direct  side  makes  possible  any 
overall  tax  decrease,  elimination  of  certain  tax  expenditures  would 
permit  tax  rates  to  go  down.  So  I  think  that  the  level  of  taxes  that 
are  collected  from  the  American  people  depends  upon  the  amount 
of  money  that  we  spend  either  through  tax  reductions  for  a  select- 
ed few  or  through  direct  grants;  we  still  have  to  collect  it  from 
somebody  else. 

Mr.  LoTT.  I  would  like  to  reverse  that.  I  would  hope  that  the 
amount  of  money  we  spend  depends  on  the  amount  of  money  we 
take  in,  not  the  other  way  around. 

I  am  just  worried  that  maybe  there  are  some  tax  reform  propo- 
nents that  see  this  as  a  way  to  accomplish  something  by  congres- 
sional inaction  or  by  allowing  the  termination  of  these  programs 
that  they  haven't  been  able  to  accomplish  by  specific  legislative 
action.  Take,  for  instance,  capital  gains.  Isn't  it  possible,  if  this 
provision  is  included  in  sunset,  that  there  very  well  could  be  some 
changes  in  an  area  like  capital  gains  maj^be  that  have  not  occurred 
with  specific  legislative  action? 

Mr.  Halperin.  I  think  in  prior  questioning  of  Mr.  Cutter  that  the 
question  came  up:  Why  can't  we  do  what  can  be  accomplished 
under  sunset  today?  I  think  that  the  sunset  mechanism  really  is 
sort  of  an  announcement  of  a  procedure  that  will  be  carried  out 
and  an  indication  to  the  executive  branch  and  to  the  Congress  that 
studying  these  programs  on  a  comprehensive  basis  will  be  a  useful 
thing  to  do  because  Congress  has  committed  itself  to  study  it  over  a 
specified  period  of  time  and  that,  I  think,  produces  better  evalua- 
tions of  programs. 

Perhaps  it  means  that  some  things  that  presently  exist  today 
would  terminate,  but  the  goal  of  being  able  to  accomplish  some- 
thing through  the  existence  of  this  act  is  no  different  on  the  tax 
side  than  on  the  direct  side. 

Mr.  LoTT.  It  is  different.  One  means  less  taxes  hopefully  and  the 
other  one  means  more  taxes. 

Mr.  Halperin.  I  think  obviously  that  is  the  issue  we  decided  to 
disagree  on  at  the  beginning.  We  don't  believe  it  is  true.  The 
question  as  to  whether  capital  gains  is  a  tax  expenditure  or  part  of 
the  normal  tax  system  is  perhaps  an  issue  that  one  can  debate,  but 
I  gave  the  example  of  a  credit  for  insulation  of  one's  home.  We  also 
have  a  20  percent  investment  credit  for  buying  certain  energy 
equipment.  Clearly  there  are  a  number  of  things  that  we  do 
through  the  tax  side  that  are  no  different  than  what  we  do  on  the 
direct  side.  We  don't  say  if  you  eliminated  the  farm  subsidy  pro- 
gram the  taxes  of  a  farmer  will  go  up.  True,  the  net  payment  from 
the  farmer  to  the  Federal  Government  will  go  up  because  he  will 
not  have  the  offset  from  the  price  supports  that  he  may  now  get, 
but  I  don't  think  of  that  as  a  tax  increase.  I  think  of  that  as  a 
reduction  in  Federal  spending.  I  would  similarly  say  that  if  we  stop 
subsidizing  purchases  of  certain  energy  conversion  property,  we 
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cannot  say  that  the  taxes  of  the  people  who  are  buying  that  proper- 
ty have  gone  up. 

Mr.  LoTT.  Let  me  ask  one  more  question  and  then  make  a 
comment.  It  is  my  understanding  that  Assistant  Secretary  of  the 
Treasury  Donald  Lubick  has  indicated  that  the  Treasury  Depart- 
ment is  going  to  forcefully  support  sunset  for  tax  expenditures  this 
year. 

Do  you  know  how  that  would  be  done  under  the  existing  law? 
How  is  the  Treasury  Department  going  to  go  about  trying  to  termi- 
nate tax  expenditures  this  year? 

Mr.  Halperin.  I  don't  quite  know  what  that  statement  means.  I 
assume  it  means  nothing  other  than  we  are  here  testifying. 

I  am  Donald  Lubick's  Deputy.  We  are  here  testifying  in  support 
of  enactment  of  sunset  legislation.  I  don't  think  it  is  intended  to 
suggest  that  in  the  absence  of  legislation  that  we  have  any  power 
to  do  anjd:hing. 

Mr.  LoTT.  Just  one  comment.  We  appreciate  your  coming  and 
your  testimony.  I  fundamentally  disagree  with  the  position  you  are 
taking  and  I  really  think  that  it  is  unfortunate  that  this  tax 
expenditure  issue  is  getting  into  what  I  think  is  good  legislation. 

I  am  going  to  find  it  very  difficult  to  support  it  with  that  provi- 
sion in  it  and  I  hope  it  will  not  come  to  that  because  I  think  it  is 
good  legislation  which  we  need.  Thank  you. 

Mrs.  Chisholm.  There  is  always  room  for  wholesome  dissent. 

Mr.  Derrick? 

Mr.  Derrick.  Thank  you,  Madam  Chairman.  Let  me  make  a  few 
comments  on  tax  expenditures.  I  think  you  have  given  one  of  the 
most  forceful  and  logical  statements  on  behalf  of  tax  expenditures 
that  I  have  heard  and  I  commend  you. 

I  think  there  is  a  great  need  for  a  review  of  tax  expenditures  and 
that  is  the  reason  it  was  included  in  H.R.  65  from  the  beginning.  I 
don't  see  how  there  can  possibly  be  any  objection  to  knowing  if  a 
program  is  accomplishing  what  it  is  intended  to  accomplish. 

For  instance,  the  tax  expenditure  that  has  to  do  with  the  deduc- 
tion of  interest  from  home  mortgages,  supposedly  the  purpose  of 
that  when  we  instituted  it  was  to  give  lower  and  middle  income 
America  a  break  so  that  they  could  own  their  own  homes.  Do  we 
know  in  fact  that  that  is  accomplishing  that  unless  we  review  it? 

It  may  in  fact  be  only  benefiting  those  in  the  upper  10  percent  of 
our  income  bracket.  If  in  fact  that  is  the  case,  then  we  are  in  a 
position  to  make  some  adjustments  to  help  those  people  that  we 
originally  intended  to  help.  So  I  don't  see  how  we  can  lose  anj^hing 
by  knowing  if  programs  are  accomplishing  what  they  are  supposed 
to,  whether  they  be  tax  expenditures  or  whether  they  be  in  the 
budget  or  what-have-you. 

I  know  that  there  are  some  unenlightened  members  of  the  busi- 
ness community  who  don't  want  tax  expenditures  included.  I  don't 
include  the  Congressman  in  that  statement,  but  they  perceive  the 
sunset  legislation  as  cutting  out  welfare  programs  and  such  as  that 
because  none  of  them  is  on  welfare  and  it  is  just  a  matter  of  where 
you  are  coming  from. 

My  constituents  don't  like  to  pay  taxes  any  more  than  I  do  or  the 
rest  of  us  in  this  room,  but  they  don't  discuss  with  me  the  amount 
of  taxes,  very  seldom  that  I  ever  have  a  constituent  complain  to  me 
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about  the  amount  of  taxes  they  have  to  pay.  What  they  complain 
about  is  how  their  tax  dollar  is  spent,  and  I  don't  see  any  differ- 
ence in  the  tax  expenditure  and  the  taxation  in  the  way  we  ap- 
proach it  if  we  will  fmd  out  information  so  that  we  can  make 
decisions  based  on  concrete  information.  So  I  congratulate  you  on 
your  statement.  If  you  have  anything  to  reply  to  what  I  said,  I 
would  be  glad  to  hear  it. 

Mr.  Halperin.  Thank  you. 

Mrs.  Chisholm.  We  want  to  thank  you  very  much  for  your 
testimony. 

We  are  going  to  call  on  Mr.  Elmer  Staats. 

As  we  consider  requiring  Congress  to  expand  its  review  of  Feder- 
al programs,  it  is  appropriate  and  prudent  that  we  consult  the 
organizations  that  will  be  relied  upon  to  support  Congress  in  its 
review  activities — the  General  Accounting  Office,  the  Congression- 
al Budget  Office,  and  the  Congressional  Research  Service. 

GAO  has  primary  responsibility  for  compilation  of  the  program 
inventory  under  H.R.  2  and  the  catalog  of  interrelated  activities 
under  H.R.  65.  This  assignment  is  not  a  detail  in  the  legislation. 
Rather,  it  is  part  of  the  core  on  which  many  of  the  requirements  in 
the  legislation  depend.  Whether  we  assemble  this  information  by 
budget  function  or  subfunction  or  how  we  determine  whether  activ- 
ities are  interrelated  are  not  minor  accounting  decisions.  These 
determinations  would  have  major  bearing  on  Congress'  ability  to 
implement  its  reviews. 

We  are  pleased  that  Elmer  Staats,  Comptroller  General  of  the 
United  States,  can  testify  before  us  today  on  GAO's  responsibilities 
under  these  proposals.  General  Staats'  long  career  with  the  GAO 
and  the  Bureau  of  the  Budget  prior  to  that  provides  him  with 
particularly  good  insight  into  these  issues. 

We  certainly  welcome  your  testimony.  General  Staats.  Please 
proceed  at  your  discretion. 

Mr.  LoTT.  Madam  Chairman,  if  I  may. 

Mrs.  Chisholm.  Certainly. 

Mr.  LoTT.  I  would  like  to  make  one  comment  before  General 
Staats'  testimony,  just  to  say,  sir,  that  I  appreciate  the  very  fine 
job  that  you  have  done  and  the  job  the  General  Accounting  Office 
is  doing. 

It  is  one  of  the  few  bright  spots  that  I  see  in  the  various  agencies, 
departments,  bureaus,  and  committees  in  Washington,  D.C. 

I  am  glad  we  have  an  agency  like  the  General  Accounting  Office 
headed  by  a  man  like  you. 

STATEMENT  OF  ELMER  B.  STAATS,  COMPTROLLER  GENERAL 
OF  THE  UNITED  STATES,  GENERAL  ACCOUNTING  OFFICE,  AC- 
COMPANIED BY  HARRY  S.  HAVENS,  DIRECTOR,  PROGRAM 
ANALYSIS  DIVISION 

Mr.  Staats.  Thank  you  very  much  for  that  statement.  I  appreci- 
ate it  very  much. 

Mr.  Derrick.  I  will  say  some  of  his  family  lives  in  my  district.  I 
have  known  him  for  a  long  time  and  I  put  a  ditto,  not  that  he  is 
the  only  one,  but  I  put  a  ditto  there  that  he  is  doing  a  fine  job. 

Mr.  Staats.  Thank  you  very  much  for  having  us  here  today. 
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This  is  a  matter,  of  course,  in  which  we  are  very  much  interested 
in  and  it  closely  relates  to  oversight  of  the  executive  branch  which 
we  play  a  role  in  the  total  workings  of  the  Congress. 

We  have  worked  closely  with  the  Senate  committees  over  the 
past  few  years  in  an  attempt  to  develop  a  workable  oversight 
reform  bill  and  hope  to  share  with  you  today  some  of  that  experi- 
ence and  what  we  have  learned  since  then. 

NEED   FOR   THE   OVERSIGHT   PROCESS   TO   HAVE   REAUSTIC   AND 

ACHIEVABLE   GOALS 

We  are  encouraged  that  there  appears  to  be  a  growing  consensus 
on  the  need  to  improve  congressional  oversight.  The  two  bills  you 
are  considering,  H.R.  2  and  H.R.  65,  each  have  considerable  merit 
and,  in  our  judgment,  either  would  result  in  significant  reforms. 
Improving  or  reforming  oversight  involves  improving  Congress'  ca- 
pability both  to  find  out  how  well  or  poorly  laws  are  working  and 
to  act  through  legislation  on  the  basis  of  what  it  has  learned. 
"Reforming"  oversight  implies  that  Congress  change  its  processes 
so  that  it  can  more  effectively  acquire  knowledge  about  the  oper- 
ation and  results  of  laws  and  programs;  interpret  such  knowledge, 
that  is,  judge  the  adequacy  and  effectiveness  of  existing  laws  and 
programs;  and  respond  through  legislation,  if  necessary,  to  effect 
needed  improvements. 

To  accomplish  this  reform.  Congress  will  need  to  (1)  provide  for 
the  collection  and  reporting  of  information  on  programs  and  their 
results,  (2)  provide  itself  and  others  with  realistic  standards  for 
judging  programs,  and  (3)  provide  itself  and  others  with  the  capa- 
bility to  identify  ways  to  reconcile  the  sometimes  lofty  goals  ex- 
pressed in  legislation  with  the  reality  of  Government  operations 
and  the  results  actually  being  achieved. 

H.R.    2   AND   H.R.    65   ARE   LARGELY   COMPLEMENTARY 

We  see  the  two  bills  as  largely  complementary.  H.R.  2  would 
force  reconsideration  of  existing  laws  and  programs;  if  not  re- 
viewed and  reauthorized,  the  Sun  would  set  on  such  programs.  On 
the  other  hand,  H.R.  65  would  require  improved  statements  of 
legislative  objectives  and  reporting  requirements  in  legislation 
before  the  Sun  would  rise  on  programs  authorized.  Both  bills  con- 
tain provisions  to  improve  reporting  of  program  results.  H.R.  2 
requires  that  a  program  inventory  be  developed.  H.R.  65  calls  for 
compilation  of  a  catalog  of  interrelated  Federal  programs.  All  of 
these  provisions  tend  to  complement,  rather  than  conflict,  with  one 
another  and  we  suggest  that  you  seek  ways  of  incorporating  the 
best  parts  of  both  bills  into  a  single  package. 

THE   NEED   FOR   SIMPLICITY   AND   A   REVERSAL  OF  THE   TREND   TOWARD 

ANNUAL   AUTHORIZATIONS 

Congress  must  fashion  a  simple  and  workable  oversight  reform 
bill.  In  this  regard,  we  are  concerned  about  a  number  of  new 
provisions  that  were  added  to  the  Senate  version  of  H.R.  2  last  fall. 
We  have  in  mind  titles  V  and  VI  and  portions  of  title  VIII.  The 
regulatory  agencies  covered  by  title  V  would  be  subject  to  the 
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review  and  reauthorization  provisions  of  titles  I  and  III  and  their 
regulations  would  be  subject  to  review  under  regulatory  reform 
proposals  being  considered  separately  and  therefore  title  V  could 
be  dropped.  We  have  problems  with  the  workability  of  the  grading 
and  ranking  requirements  of  title  VI  and  we  believe  a  better 
approach  would  be  to  substitute  the  reporting  requirements  in 
section  102  of  H.R.  65. 

We  also  believe  Congress  should  make  more  extensive  use  of 
multiyear  funding  and  reverse  the  trend  toward  annual  authoriza- 
tions. Congress  should  also  place  more  emphasis  on  eliminating 
existing  but  frequently  unnecessary  statutory  reporting  require- 
ments to  offset  any  new  reporting  requirements  under  oversight 
reform  legislation. 

We  think  this  can  be  done.  These  actions  would  be  consistent 
with  the  objectives  of  oversight  reform  and  help  compensate  for  the 
increased  review  and  reauthorization  workload. 

Whatever  basic  approach  is  decided  upon,  we  believe  there  are 
certain  critical  elements  that  must  be  addressed  in  the  reform 
legislation. 

WORKABLE  REVIEW  PROCESS 

A  basic  requirement  of  oversight  reform  legislation  is  a  workable 
review  process.  On  the  one  hand,  the  review  process  established  by 
the  legislation  must  be  sufficiently  disciplined  to  assure  that  infor- 
mation and  analysis  on  programs  is  developed  and  presented  to  the 
Congress  so  that  it  can  act  responsibly  on  legislation  to  continue, 
modify,  or  terminate  programs. 

On  the  other  hand,  the  review  process  must  be  sufficiently  flexi- 
ble to  permit  the  Congress  to  focus  its  limited  review  resources, 
particularly  the  limited  time  of  its  Members,  where  review  efforts 
are  likely  to  be  most  productive. 

Considering  the  potentially  large  review  workload  that  will  be 
required  under  a  systematic  review  process,  we  believe  that  execu- 
tive agencies  must  assume  the  primary  responsibility  for  collecting 
program  information  and  performing  the  required  analyses.  The 
congressional  support  agencies,  and  in  particular  our  office,  will 
also  need  to  be  called  upon  to  assist  the  committees  in  carrying  out 
their  review  efforts.  Depending  on  the  intensity  and  depth  of  the 
review  effort  and  the  way  in  which  the  committees  choose  to 
implement  the  process,  the  staff  resources  required  to  support  the 
process  may  be  substantial  in  the  executive  agencies,  the  commit- 
tees, GAO,  and  the  other  congressional  support  agencies. 

STATEMENTS   OF   OBJECTIVES   AND   EVALUATION   REQUIREMENTS 

We  agree  with  others  who  believe  that  better  oversight  ideally 
should  begin  at  the  front  end  of  the  legislative  process,  and  H.R.  65 
emphasizes  this.  We  have  long  urged  the  Congress,  in  authorizing 
new  programs  or  in  reauthorizing  existing  programs,  to  state  its 
objectives  and  expectations  for  such  programs  as  clearly  as  is  feasi- 
ble, and  to  include  statutory  requirements  which  are  as  specific  as 
possible  for  systematic  monitoring  and  evaluation  of  the  programs 
by  the  administering  departments  or  agencies.  The  oversight 
reform  legislation  should  include  such  requirements. 
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I  would  like  to  say  here,  Madam  Chairman,  in  1972  I  addressed  a 
letter  to  all  the  committee  chairmen  in  the  Congress  urging  strong- 
ly that  this  be  done  and  spelled  out  how  we  felt  it  could  be  done, 
and  I  have  recently  reiterated  such  a  recommendation  to  the  Con- 
gress. I  am  very  pleased  that  H.R.  65  incorporates  this  concept. 

Statements  of  program  objectives  and  expected  results  can  serve 
as  future  review  benchmarks,  as  standards  for  judging  the  perform- 
ance of  programs.  Ideally  such  statements  should  be  included  in 
legislation,  but  this  is  not  always  practical,  for  a  variety  of  reasons. 
Certainly  such  statements  should  be  included  in  committee  reports. 
In  cases  of  major  changes  to  objectives  as  a  result  of  floor  or 
conference  action,  a  revised  statement  of  objectives  should  be  devel- 
oped by  the  conference  committee  and  made  part  of  the  conference 
report.  Frequently  committees  also  will  need  to  follow  up  with  the 
agencies  to  translate  the  statements  of  objectives  into  the  specific 
criteria  and  measures  needed  to  permit  comparison  of  the  objec- 
tives with  actual  program  performance. 

In  addition,  periodic  reports  would  be  useful  in  congressional 
monitoring  and  in  the  selection  of  programs  for  further  review,  and 
agency  evaluation  reports  should  be  directly  useful  in  committee 
reviews.  Because  of  the  importance  of  periodic  reporting  on  pro- 
gram performance  to  the  oversight  process,  we  strongly  support  the 
provision  in  section  102  of  H.R.  65  which  requires  periodic,  brief 
reporting,  which  we  believe  should  apply  to  all  programs  subject  to 
oversight  review. 

FEDERAL   ACTIVITIES   THAT   SHOULD   BE   COVERED 

The  coverage  of  the  review  process  established  by  oversight 
reform  legislation  should  be  as  near  to  universal  as  possible.  All 
types  of  Federal  programs/ activities  should  be  covered  to  the 
extent  possible,  including  direct  expenditures,  self-financing  activi- 
ties, regulatory  programs,  tax  expenditures,  and  subsidy  programs, 
and  activities.  In  this  regard,  we  are  pleased  that  both  bills  include 
coverage  of  tax  expenditures. 

The  review  process  should  not  exclude  any  permanent  program. 
Further,  we  believe  that  any  program  exempted  from  periodic 
reauthorization  should  be  subject  periodically  to  a  full  and  careful 
review  similar  to  that  specified  in  title  III  of  H.R.  2. 

A  five-Congress,  10-year  review  and  reauthorization  schedule  is 
included  in  H.R.  2.  This  schedule  provides  that  all  funded  programs 
will  be  reviewed  at  least  once  every  10  years.  H.R.  2  also  includes 
provisions  that  would  require  the  tax  committees  to  develop  a 
comprehensive  10-year  review  schedule  for  tax  expenditures.  H.R. 
65  does  not  contain  a  review  schedule,  but  its  5-year  limit  on  the 
period  for  which  programs  may  be  authorized  means  that  all  pro- 
grams covered  by  H.R.  65  would  be  reviewed  every  5  years  or  less. 
We  believe  that  10  years  is  a  more  realistic  period  for  any  over- 
sight process  designed  to  assure  that  all  programs  are  reviewed 
periodically. 

REVIEW  SCHEDULE 

A  review  schedule,  or  scheduling  mechanism,  needs  to  be  includ- 
ed in  the  oversight  reform  legislation  so  that  the  Congress  can 
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assure  maintenance  of  a  proper  balance  between  the  achievement 
of  three  objectives: 

First,  assuring  that  all  programs  are  reviewed  periodically; 

Second,  assuring  that  the  review  workload  on  committees  does 
not  exceed  committee  capabilities  and  is  distributed  over  time;  and 

Third,  assuring  that  interrelated  programs,  including  programs 
with  similar  objectives,  are  grouped  together  for  reviews. 

Clearly,  all  three  of  these  objectives  cannot  be  completely 
achieved  by  any  rigid  schedule.  What  is  important  is  that  the 
oversight  reform  legislation  contain  procedures  for  modification  of 
any  review  schedule  whether  established  in  the  statute  or  separate- 
ly. Flexibility  to  amend  the  review  schedule  is  essential  for  main- 
taining an  appropriate  balance  between  review  coverage,  workload 
distribution  and  reviewing  interrelated  programs  together.  Chang- 
ing the  schedule  could  be  accomplished  by  establishing  a  process 
for  developing  and  adopting  resolutions  near  the  start  of  each 
Congress,  including: 

First,  committee  funding  resolutions,  as  provided  for  in  title  III 
of  H.R.  2;  or 

Second,  a  resolution  on  oversight  in  each  House,  as  provided  for 
in  title  III  of  S.  2,  as  reported  by  the  Senate  Rules  Committee  last 
summer;  or 

Third,  a  concurrent  resolution  on  oversight,  possibly  as  part  of 
the  first  budget  concurrent  resolution  each  Congress. 

Among  these  three,  we  prefer  the  latter. 

Whatever  mechanism  is  chosen  should  specify,  or  establish  the 
means  for  specifying,  program  areas — for  example,  groups  of  pro- 
grams, policy  subjects,  and  so  forth — to  be  reviewed,  the  nature  of 
the  reviews,  and  the  timetable  for  completing  the  reviews.  Setting 
or  adjusting  the  review  schedule  and  priorities  through  a  resolu- 
tion offers  a  flexible  mechanism  for  the  Congress  to  build  discipline 
into  the  review  process.  The  Rules,  Government  Operations,  or 
Budget  Committees  would  be  likely  candidates  for  reporting,  with 
recommendations,  such  resolutions  after  receiving  the  review  pro- 
posals of  the  individual  authorizing  committees. 

REAUTHORIZATION   PROCESS 

A  major  objective  of  the  sunset  bill,  H.R.  2,  and  the  legislative 
oversight  bill,  H.R.  65,  is  to  expand  the  coverage  of  the  periodic 
reauthorization  process.  In  developing  oversight  reform  legislation, 
this  committee  must  address  the  question:  What  programs  not  now 
subject  to  reauthorization  should  be  made  subject  to  reauthoriza- 
tion, and  how  should  this  be  accomplished? 

Currently,  about  one-third  of  the  Federal  budget  is  reauthorized 
periodically.  H.R.  2  would  expand  this  coverage  to  slightly  more 
than  one-half;  the  remainder  would  be  specifically  exempted.  H.R. 
2  would  require  each  covered  program  to  be  reauthorized  at  least 
once  every  10  years. 

H.R.  2  also  requires  that  a  10-year  reauthorization  schedule  be 
developed  for  tax  expenditures.  As  a  practical  matter,  the  Congress 
will  need  to  carefully  consider  the  implications  of  subjecting  some 
tax  expenditures  to  the  periodic  reauthorization  requirement.  As 
with  some  direct  expenditure  programs,  the  Congress  will  have  to 
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judge  the  value  of  reauthorization  as  an  action-forcing  mechanism 
versus  the  cost  of  introducing  another  potential  element  of  uncer- 
tainty into  private  sector  decision  processes.  We  strongly  support 
the  principle  of  periodic  review  of  tax  expenditures.  An  alternative 
to  periodic  review  of  all  tax  expenditures  would  be  to  include  tax 
expenditures  in  the  reviews  of  related  direct  expenditure  programs, 
for  example,  housing,  energy  conservation,  and  export  promotion. 
In  other  words,  the  tax  expenditures  would  be  grouped  with  the 
direct  expenditure  programs  to  which  they  relate  and  Congress 
would  review  them  together. 

H.R.  65  would  set  a  5-year  time  limitation  on  all  legislation 
authorizing  new  budget  authority  or  tax  expenditures,  and  it  would 
expand  the  number  of  programs  subject  to  reauthorization  by 
catching  permanent  programs,  including  tax  expenditures,  when 
they  come  up  for  amendment.  If  H.R.  65  were  enacted  by  itself, 
there  may  be  problems  in  determining  which  programs  become 
subject  to  periodic  reauthorization  when  their  authorizing  laws  are 
amended  because  what  constitutes  a  program  for  this  purpose  is 
not  defined,  and  it  is  not  clear  when  an  amendment  would  consti- 
tute grounds  for  invoking  the  reauthorization  requirement  for  the 
entire  program. 

We  recognize  the  action  forcing  value  of  periodic  reauthoriza- 
tion— where  that  is  appropriate — as  a  way  to  assure  that  the  re- 
sults of  review  efforts  are  translated  into  legislative  improvements. 
Clearly,  the  oversight  reform  legislation  should  include  some  mech- 
anism for  allowing  Congress  to  expand  the  coverage  of  the 
reauthorization  process. 

THE   NEED   FOR  A   PROGRAM   INVENTORY   AND   HOW   IT  SHOULD   WORK 

An  inventory  of  Federal  programs  and  activities  would  greatly 
assist  the  Congress  in  making  oversight  reform  work  smoothly  and 
effectively.  Title  II  of  H.R.  2  requires  that  such  an  inventory  be 
prepared  and  maintained.  This  inventory  would  provide  the  neces- 
sary substructure  for  both  the  reviews  of  broad  policy  subjects  and 
the  systematic  review  of  individual  programs  and  activities.  With- 
out an  inventory,  Congress  would  have  no  authoritative  way  to 
determine  which  specific  entities  are  subject  to  the  review  and 
reauthorization  requirements. 

H.R.  2  requires  GAO  and  the  Congressional  Budget  Office  to 
prepare  the  Federal  programs  inventory,  while  H.R.  65  requires 
GAO  to  compile  a  catalog  of  interrelated  Federal  activities.  Neither 
bill  defines  the  term  "program"  in  specific  terms. 

In  our  GAO  glossary  of  terms  used  in  the  budget  process  devel- 
oped under  title  VIII  of  the  Congressional  Budget  Act  of  1974,  we 
have  defined  "program"  to  be  "an  organized  set  of  activities  direct- 
ed toward  a  common  purpose,  objective,  or  goal,  undertaken  or 
proposed  by  an  agency  in  order  to  carry  out  responsibilities  as- 
signed to  it." 

This  generic  definition,  however,  can  be  applied  in  widely  vary- 
ing ways,  depending  on  the  focus  and  perspective  of  the  person 
using  the  term.  In  practice,  therefore,  the  term  "program"  has 
many  usages;  there  is  not  a  well-defined  standardized  meaning  in 
the  legislative  process. 
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Congressional  committees  could  choose  to  oversee  at  least  three 
basic  types  of  entities:  Budget  entities,  including  budget  subfunc- 
tions,  accounts,  and  subdivisions  of  accounts;  legal  entities,  that  is, 
laws  or  parts  of  laws,  regulations;  and  organizational  or  managed 
entities,  such  as  agencies,  bureaus,  offices,  or  commissions. 

In  addition,  there  are  a  growing  number  of  program  structures, 
lists,  or  inventories  developed  for  various  analytical  and  manage- 
ment uses.  Therefore,  we  don't  believe  it  would  be  practical  to 
specify  in  the  legislation  precisely  which  entities  or  activities  are  to 
be  subject  to  review  and  reauthorization.  This  would  require  a  level 
of  detail  in  the  statute  which  we  believe  would  not  be  appropriate 
or  feasible. 

Probably  the  most  specific  approach  possible  is  the  one  taken  in 
H.R.  2  of  establishing  a  review  schedule  using  the  budget  subfunc- 
tions.  Because  budget  subfunctions  are  explicitly  aggregations  of 
activities,  however,  a  program  inventory  is  needed  to  determine 
which  entities  fall  within  each  subfunction. 

Mrs.  Chisholm.  Excuse  me,  that  allows  us  5  minutes,  so  we  will 
recess  and  vote  and  come  right  back. 

[Brief  recess.] 

AFTER  RECESS 

Mrs.  Chisholm.  We  will  continue  because  we  have  two  more 
people,  and  the  hour  is  growing  late,  and  we  thank  the  people  for 
coming.  Continue,  please. 

Mr.  Staats.  Thank  you. 

Some  have  taken  the  position  that  committees'  flexibility  would 
be  limited  if  they  had  to  adhere  to  a  single  list  of  programs.  Others 
have  expressed  concern  that  a  detailed  program  inventory  that 
reaches  below  the  budget  account  level  would  contain  thousands  of 
individual  entities. 

This  might  leave  Congress  overwhelmed  with  work  and  forced  to 
focus  on  too  great  a  level  of  detail.  We  do  not  believe  this  need  be 
the  case.  The  inventory  would  simply  give  the  committees  a 
common  reference  point,  a  list  of  the  entities  which  need  to  be 
covered.  It  would  not  dictate  the  level  of  detail  with  which  they  are 
covered,  nor  would  it  inhibit  committees  from  dealing  with  what- 
ever groupings  of  activities  they  consider  convenient  or  useful. 
They  would  be  free  to  review  and  reauthorize  programs,  groups  of 
programs,  or  activities  within  programs  as  they  choose. 

With  regard  to  the  number  of  programs,  we  estimate  there  would 
be  at  least  2,000  individual  entities  that  could  be  called  programs. 
However,  the  ability  of  committees  to  group  programs  for  review 
and  to  focus  their  efforts  where  they  are  likely  to  be  most  produc- 
tive should  mitigate  the  concerns  about  workload. 

Indeed,  we  have  urged  that  committees  review  closely  related 
programs  as  a  group  wherever  possible.  Our  reasons  for  suggesting 
this  involve  both  workload  considerations  and  the  value  of  review- 
ing program  interrelationships.  As  long  as  the  individual  programs 
are  reviewed  and  reauthorized  according  to  the  schedule  in  H.R.  2 
or  within  the  period  prescribed  by  H.R.  65,  the  basic  requirements 
would  be  met. 


169 

S.  2,  as  reported  last  year  by  the  Senate  Committee  on  Rules  and 
Administration,  defined  the  purpose  of  the  program  inventory  as 
being: 

*  *  *  to  support  the  scheduling,  planning,  and  execution  of  the  reauthorization 
and  review  requirements  of  titles  I  and  III,  and  to  maintain  the  necessary  informa- 
tion linkages  between  the  reauthorization  and  review  process  and  the  budget  proc- 
ess. 

The  committee  said  the  inventory  would  be  the  basis  for  identify- 
ing the  individual  components  of  Federal  operations  to  be  consid- 
ered "programs"  for  the  purpose  specified  in  the  act.  We  recom- 
mend that  your  subcommittee  adopt  this  approach. 

We  believe  the  inventory  should  be  developed  and  maintained  by 
a  single  agency.  The  inventory  should  encompass  both  programs 
and  tax  expenditures  if  the  latter  are  to  be  covered  by  the  bill.  For 
the  past  few  years,  the  GAO  has  been  developing  a  Federal  pro- 
grams inventory  as  part  of  our  responsibilities  under  title  VIII  of 
the  Congressional  Budget  Act.  At  the  request  of  the  Senate  Appro- 
priations Committee,  we  also  recently  completed  a  governmentwide 
food  programs  inventory.  These  projects  serve  as  illustrations  of 
the  inventory  required  by  H.R.  2  and/or  the  catalog  in  H.R.  65. 
Therefore,  we  believe  that  GAO  would  be  the  logical  agency  to 
carry  out  this  responsibility,  consistent  with  our  responsibility 
under  title  VIII  of  the  Budget  Act. 

This  concludes  my  prepared  statement.  We  have  attached  to  our 
statement  an  analysis  of  several  specific  provisions  in  the  bills  and 
the  effect  the  oversight  legislation  might  have  on  the  General 
Accounting  Office.  We  would  be  happy  to  have  that  made  part  of 
the  record. 

[The  information  referred  to  follows:] 


170 


EFFECT  OF  OVERSIGHT  REFORM  LEGISLATION  ON  THE  GAP 

The  GAO,  under  basic  authority  provided  in  the  Budget 
and  Accounting  Act  of  1921,  the  Accounting  and  Auditing 
Act  of  1950,  and  the  Legislative  Reorganization  Act  of  1970, 
as  amended  by  the  Congressional  Budget  Act  of  1974,  reviews 
and  analyzes  the  operations  of  nearly  all  Federal  agencies 
and  their  programs,  and  responds  to  requests  from  committees 
and  Members  of  Congress  for  assistance  in  fulfilling  their 
legislative  and  oversight  roles  and  in  representing  their 
constituency.   Specific  requirements  for  GAO  audit  and  evalua- 
tion work  are  also  included  in  many  laws  authorizing  indivi- 
dual programs  or  agencies  and  in  committee  reports  on  legis- 
lation. 

In  our  view,  improvements  in  congressional  oversight 
present  an  opportunity  to  increase  the  effectiveness  of  our 
audit  and  evaluation  work.   A  review  schedule  will  provide  us 
with  a  better  basis  to  focus  our  review  and  analytical  efforts 
to  coincide  with  congressional  oversight  timetables.   State- 
ments of  legislative  objectives  for  programs  will  provide  us 
with  better  criteria  for  assessing  how  well  programs  are  working 
and  whether  alternative  approaches  may  offer  greater  promise. 
Establishing  periodic  performance  reporting  requirements  for 
the  responsible  executive  agencies  will  enable  us  to  avoid  the- 
costs  we  often  incur  of  developing  basic  performance  information 
ourselves.   Committee  review  plans  will  enable  us  to  better 
tailor  our  studies  to  the  specific  needs  of  the  committees. 

We  expect  that  instituting  congressional  oversight 
reforms  also  will  increase  significantly  the  demand  for 
other  types  of  assistance  we  now  provide  committees, 
including: 

1.  Identifying  and  developing  standards,  methods, 
guidelines  and  procedures  for  the  review  and 
evaluation  of  programs  and  activities; 

2.  Developing  statements  of  legislative  objectives, 
oversight  questions,  evaluation  criteria,  and 
reporting  requirements  for  use  in  proposed 
legislation,  committee  reports,  letters,  memo- 
randa, and  hearings; 

3.  Appraising  agency  review  and  evaluation  reports; 

4.  Identifying  committee  information  needs  and 
obtaining  fiscal,  budgetary,  and  program-related 
information  available  in  the  agencies  to  meet  such 
needs;  and 

5.  Identifying  program  areas  for  which  committee 
oversight  efforts  would  appear  to  be  worthwhile. 

The  additional  cost  to  GAO  which  would  result  from 
instituting  congressional  oversight  reforms  is  uncertain 
but  potentially  significant.   In  large  measure  these  additional 
costs  will  depend  upon  the  extent  to  which  committees  request 
the  kind  of' help  GAO  can  provide. 

One  thing  that  concerns  us  somewhat  about  H.R.  2  is  a 
tendency  we  see  in  legislation  these  days  to  lump  together 
the  four  congressional  support  agencies  (GAO,  CRS,  CEO  and 
OTA)  in  identifying  assistance  and  resources  to  be  made 
.available  to  carry  out  a  function  or  activity.   Each  of  the  ■ 
support  agencies  has  a  unique  mission,  and  has  developed • its 
resources  and  capabilities  to  fulfill  that  mission.   In  con- 
sidering legislation  which  would  assign  responsibility  to 
one  or  more  of  the  support  agencies,  it  is  important  to 
recognize  the  differences  between  the  agencies  and  to  place 
responsibilties  where  they  are  most  consistent  with  the 
present  mission  of  the  agency. 
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One  example  of  why  we  are  concerned  is  section  503  of 
H.R.  2.   That  section  would  assign  review  functions  for 
selected  regulatory  agencies  to  the  CBO,  as  well  as  the  GAO. 
Tlius,  two  agencies  would  be  performing  activities  which 
Congress  already  has  vested  in  our  office.   The  result  could 
be  wasteful  and  confusing  both  to  the  congressional  conmittees 
and  the  agencies  concerned.   Therefore,  we  recommend  that  if 
title  V  is  retained  in  the  bill,  the  references  to  CBO  in 
section  503  be  dropped.   Also,  to  avoid  unnecessary  duplica- 
tion of  effort  between  GAO  and  Presidential  review  efforts, 
we  suggest  that  section  503(a)  be  further  revised  to 
authorize  GAO,  upon  its  own  initiative  or  at  the  request  of 
a  committee,  to  appraise  the  review  of  each  agency  submitted 
by  the  President  under  sections  502(a)  and  (c),  rather  than 
requiring  in  all  cases  a  simultaneous  de  novo  review  of 
the  agency  by  GAO. 

PROGRAM  INVENTORY  AND 

CATALOG  OF  INTERRELATED  FEDERAL  ACTIVITIES 

Title  II  of  H.R.  2  would  require  the  Comptroller  General 
and  the  Director  of  the  Congressional  Budget  Office,  in 
cooperation  with  the  Director  of  the  Congressional  Research 
Service,  to  prepare  an  inventory  of  Federal  programs  to  advise 
and  assist  the  Congress  in  carrying  out  the  requirements  of 
Titles  I  and  III.   GAO  would  compile  and  maintain  the  inventory 
and  CBO  would  provide  the  budgetary  information  for  inclusion 
therein.   We  have  several  specific  concerns  with  the  provi- 
sions in  Title  II,  in  addition  to  those  discussed  in  my  state- 
ment, which  are  outlined  below. 

1.  We  question  the  need  to  specify  in  detail  in  the  law 
itself,  the  functions  of  each  organization  responsible 
for  the  inventory  and  the  ireporting  requirements. 

For  example,  section  201(e)  sets  forth  ten  data  ele- 
ments to  be  maintained  in  the  inventory  for  each 
program.   Over  time,  the  Congress  or  individual 
committees  nay  want  to  modify  these  data  elements 
without  having  to  amend  the  law.   Any  guidance  the 
Congress  may  wish  to  give  about  the  information 
to  be  maintained  in  the  inventory  could  be  better 
accomplished  in  the  committee  report  accompanying 
the  bill. 

2.  Sections  201(g)  and  (h)  require  CBO  to  supply 
authorization  and  budget  data  for  each  program  in  the 
inventory.   CBO  does  not  nov;  maintain  and  report  dollar 
data  below  the  budget  account  level,  so  data  for  any 
Federal  program  below  the  budget  account  level  would 
have  to  be  obtained  from  another  source  or  CbO's 
system  would  need  to  be  modified  to  incorporate  the 
collection  of  such  data.   Many  budget  accounts  contain 
several  individual  programs. 

3.  Section  205(c)  requires  the  Director  of  CBO  to  compile 
a  list  of  the  provisions  of  law  for  which  new  budget 
authority  was  not  authorized.   We  believe  it  would  be 
more  appropriate  for  the  agency  responsible  for  main- 
taining the  inventory  to  compile  this  list.   Also,  we 
are  uncertain  how  the  timing  of  this  biennial  report 
would  fit  in  with  the  annual  report  updating  the 
inventory. 

4.  In  section  206,  the  reference  to  section  702(e)  of  the 
Congressional  Budget  Act  should  be  changed  to  section 
202(e)  of  the  Legislative  Reorganization  Act  of  1970, 
as  amended  by  the  Congressional  Budget  Act. 

5.  Section  207(c)  would  require  CBO  to  issue  periodic 
reports  on  programs  and  provisions  of  law  scheduled 
for  review  and  reauthorization  according  to  the 
schedule  in  title  I.   While  this  provision  would 
help  identify  the  entities  subject  to  review  and 
reauthorization,  it  would  duplicate  the  inventory 
and  the  committees  would  not  be  bound  by  it. 
Therefore,  we  suggest  the  provision  be  dropped  or 
combined  with  section  205(a). 
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H.R.  65  would  require  the  Comptroller  General  to  publish 
a  catalog  of  interrelated  Federal  activities  within  6  months 
of  enactment  in  consultation  only  with  the  Office  of  Management 
and  Budjet.   The  bill  does  not  specify  who  will  supply  the 
data  for  the  catalog  and  what  cooperation  and  assistance  the 
executive  agencies  will  be  required  to  furnish. 

The  bill  contains  no  provision  for  developing  and 
maintaining  a  program  inventory  as  in  title  II  of  H.R.  2. 
We  believe  an  inventory  would  be  required  before  the  catalog 
could  be  developed.   We  also  anticipate  substantial  diffi- 
culty in  obtaining  information  about  State  and  local  government 
programs  having  objectives  similar  to  Federal  programs.  There 
are  te\i   incentives  for  State  and  local  governments  to  supply 
this  data  but  gathering  it  ourselves  using  GAO  staff,  would 
be  extraordinarily  expensive  if  v;e  attempted  to  do  a  complete 
job.   We  also  question  how  much  unit  cost  data  would  be  avail- 
able on  State  and  local  programs  and  whether  it  would  really 
be  useful  to  committees  studying  Federal  programs.   Finally, 
we  are  concerned  that  providing  data  comparing  Federal  program 
costs  and  comparing  accomplishments  among  programs  having 
similar  or  related  objectives  could  require  substantial  effort 
and  costs  beyond  those  required  to  prepare  the  catalog  itself. 
We  recognize  the  potential  usefulness  of  such  comparative 
data,  but  compiling  such  data  and  assuring  its  validity  will  be 
both  expensive  and  time  consuming.   We  suggest  that  it  be  viewed 
as  a  desirable  long-term  goal,  rather  than  a  specific  task  which 
is  likely  to  be  accomplished  in  the  short-run. 

To  summarize,  there  are  a  number  of  problems  and  issues 
with  the  inventory  and  the  catalog  the  Subcommittee  should 
consider  in  drafting  an  oversight  reform  bill.   However,  as 
we  have  pointed  out  in  our  testimony,  there  is  a  need  for  an 
inventory.   Also,  we  believe  a  catalog  like  that  included  in 
H.R.  65  could  be  helpful  to  the  committees.   None  of  the 
problems  and  issues  are  insurmountable  and  we  would  be  happy 
to  work  with  the  committee  to  develop  the  necessary  legisla- 
tive or  report  language  to  mitigate  them. 

CITIZENS'  COMMISSION  FUNDIHG 

Section  409  of  H.R.  2  would  authorize  $4  million  for 
the  Citizens'  Commission  on  the  Organization  and  Opera- 
tion of  Government.   We  have  pre\/iously  testified  in  support 
of  the  commission  and  we  continue  to  believe  a  new  com- 
mission could  make  a  significant  contribution _ to  improving 
the  effectiveness  of  Federal  programs  and  activities, 
especially  since  more  than  20  years  have  passed  since  the 
last  comparable  effort. 

The  sunset  bill  reported  by  the  Senate  Rules  Committee 
last  July  authorized  $12  million  for  the  conunission.   Based 
on  the  recent  costs  of  studies  by  major  commissions  (the 
Paperwork  Commission  spent  about  $10  million),  we  recommend 
that  the  funding  authorization  be  re-examined  by  the  Sub- 
committee.  We  believe  the  commission's  funding  will  need 
to  be  increased  if  it  is  to  do  a  credible  job. 

REGULATORY  REFORM 

H.R.  2  treats  oversight  and  reform  of  Federal  regulatory 
activities  as  a  separate  subject.   The  regulatory  agency 
policy  level  perspective  that  title  V  of  H.R.  2  requires 
could  compleinent  the  process  of  reviewing  individual  regula- 
tions as  called  for  under  various  regulatory  reform  proposals 
(such  as  S.  262  and  the  President's  recent  reform  proposal) 
nov/  under  consideration  by  the  Congress.   However,  in  the 
interest  of  keeping  the  oversight  reform  legislation  as 
simple  as  possible,  title  V  could  be  dropped.   If  title  V 
is  retained,  we  urge  that  the  Congress  carefully  consider 
the  relationship  between  this  title  and  the  other  regulatory  - 
reform  proposals  to  assure  they  are  not  duplicative  or  con- 
flicting, and  that  the  review  processes  involved  are  integrated 
to  the  extent  possible.   VJe  testified  this  morning  before 
the  Senate  Committee  on  Governmental  Affairs  on  S.  262  and 
S.  755,  and  a  copy  of  that  testimony  will  be  made  available 
to  the  Subconiinittoe . 
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GOVERNMENT  ACCOUNTABILITY 

Title  VI  of  H.R.  2  would  require  the  President  to  submit 
a  biennial  report  on  the  management  of  the  executive  branch 
in  which  programs  would  be  designated  according  to  their  re- 
lative effectiveness  and  ranked  relative  to  other  programs  in 
the  same  agency  "category."   In  our  opinion,  the  grading  and 
ranking  requirements  specified  in  this  title  could  lead  to 
meaningless,  wasteful,  or  counterproductive  grading  and 
ranking  exercises  in  the  executive  branch.   However,  we  see 
a  value  to  requiring  periodic  reports  on  programs  aimed  at 
enabling  the  Congress  and  the  executive  branch  to: 

1.  Agree  upon  specific,  realistic  objectives  and 
expectations  of  achievement  for  programs; 

2.  Monitor  the  progress  and  achievement  of 
programs  in  relation  to  such  objectives  and 
expectations;  and 

3.  Identify  programs  for  which  additional 
review  efforts  appear  to  be  needed. 

One  option  would  be  to  keep  the  title,  eliminate  the 
grading  and  ranking  requirements,  and  substitute  new 
language  like  that  in  section  102  of  H.R.  65  requiring 
the  agencies  and/or  President  to  submit  brief  reports  on 
the  management  and  performance  of  programs.   Such  reports 
might  include: 

1.  Summary  data  and  diagrams  describing  the 
organization,  operation  and  results  of 
the  program; 

2.  A  comparison  of  the  actual  organization, 
operation  and  results  of  the  program  with  the 
purposes  and  objectives  set  forth  for  the 
program  in  legislation  and  committee  reports; 
and 

3.  Recommendations  for  improving  the  performance 
of  the  program  and  reconciling  the  operation 
and  results  of  the  program  with  the  legislative 
objectives. 

COMMENTS  ON  OTHER  PROVISIONS 

Title  VIII  of  H.R.  2  covers  a  variety  of  housekeeping 
measures  needed  to  complete  the  oversight  reform  package. 

We  recommend  that  sections  804(a)(2)  and  804  (b)  be 
dropped  from  the  oversight  reform  legislation.   These  pro- 
visions require  agencies  to  review  individual  regulations, 
and  in  our  view  they  would  not  be  needed  because  of  the 
review  requirements  in  other  parts  of  the  bill  and  the 
regulatory  reform  bills  now  under  consideration  by  the 
Congress. 

Section  804(a)(3)  requires  the  Comptroller  General 
to  furnish  for  programs  to  be  reviewed  a  list  of  audits  . 
and  reviews  completed  during  the  preceeding  6  years. 
Under  the  oversight  reform  legislation  we  will  certainly 
continue  our  present  policy  of  providing  our  reports  to 
the  appropriate  committees,  and  we  expect  to  comply  with 
the  intent  of  this  provision  by  bringing  to  the  attention 
of  the  committees  any  pertinent  issues  and  findings  raised 
in  our  work  related  to  programs  scheduled  for  review. 
Consequently,  we  see  no  real  need  for  this  provision. 
If  it  is  retained,  we  think  the  time  requirement  should 
be  changed  from  6  to  3  years  since  reports  older  than  3 
years  are  often  out  of  date  due  to  changes  in  agency  opera- 
tions.  Of  course,  we  v^ould  bring  to  the  attention  of  a 
committee  any  reports  older  than  3  years  that  "are  still 
relevant  and  current  to  the  programs  to  be  reviewed. 
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Mrs.  Chisholm.  Thank  you  very  much.  I  have  three  short  ques- 
tions. 

H.R.  2  exempts  certain  types  of  programs  from  the  periodic 
reauthorization  requirements.  H.R.  65  appHes  only  to  new  pro- 
grams and  existing  programs  as  they  are  modified.  Which  approach 
do  you  believe  will  be  more  effective  in  bringing  the  broad  range  of 
Federal  financial  requirements  and  activities  under  closer  scruti- 
ny? 

Mr.  Staats.  I  would  like  to  respond  to  that  in  two  different  ways. 
First,  we  believe  that  either  approach  would  represent  a  distinct 
improvement  over  the  present  arrangement  as  far  as  oversight  is 
concerned.  Second,  we  believe  there  are  elements  of  both  bills 
which  could  be  incorporated  into  a  new  bill  which  would  meet  the 
concerns  that  have  been  expressed  about  both  bills. 

One  of  the  things  which  is  attractive  about  H.R.  2  is  that  it  does 
provide  for  a  definite  timetable  for  the  detailed  analysis  of  pro- 
grams from  the  standpoint  of  whether  they  should  be  modified,  or 
discontinued,  increased,  or  decreased,  whatever  judgment  grew 
from  that  analysis. 

There  is  one  way  it  occurred  to  us  that  you  could  do  this  in  the 
framework  of  H.R.  65,  and  that  would  be  to  have  as  a  part  of  the 
first  budget  resolution  each  year,  based  on  recommendations  that 
would  come  from  the  authorizing  committees  and  from  the  congres- 
sional support  agencies,  perhaps  from  the  executive  branch,  those 
programs  which  should  be  scheduled  for  review  and  establish 
within  that  resolution  a  timetable  for  sunset  review. 

This  would  have  the  advantage  of  avoiding  a  situation  where  the 
Congress  and  the  executive  branch  would  be  committed  by  law  to  a 
definite  schedule  for  sunset  review.  In  other  words,  it  would  allow 
the  Congress  an  opportunity  to  make  that  judgment,  in  the  light  of 
changing  circumstances. 

That  wouldn't  be  to  say  that  there  shouldn't  be  a  comprehensive 
approach  to  it.  We  think  it  should  be  comprehensive.  As  I  have 
stated  in  my  prepared  remarks  here,  we  support  the  universal 
principle  for  sunset.  If  we  are  to  have  sunset  at  all,  this  is  very 
important. 

Mrs.  Chisholm.  H.R.  2  and  H.R.  65  place  a  number  of  require- 
ments for  support  of  the  sunset  or  sunrise  processes  on  the  General 
Accounting  Office.  Are  these  duties  consistent  with  GAO's  mission 
under  existing  laws,  and  how  would  the  allocation  of  the  duties  in 
these  bills  begin  to  affect  your  relationships  with  other  congres- 
sional support  agencies? 

Mr.  Staats.  It  undoubtedly  would  have  some  impact,  and  that  is 
the  reason  we  anticipated  your  question  with  the  attachment  to 
our  statement.  But,  in  general,  we  believe  that  the  burden  for  the 
sunset  analysis  should  rest  primarily  with  the  operating  agencies 
that  administer  the  programs. 

That  is  essential  because  of  the  information  which  they  would 
have,  and  also  because  we  see  that  kind  of  evaluation  as  an  inte- 
gral part  of  the  management  of  those  programs.  Therefore,  it  is 
important  that  the  agencies  understand  what  specific  information 
is  to  be  desired  in  the  sunset  review. 

We  can  help  provide  information  and  program  evaluations  to  the 
committees,  and  I  am  sure  the  other  congressional  support  agen- 
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cies  could  do  that,  also,  but  the  main  point  I  want  to  emphasize  is 
that  the  workload  for  the  sunset  analysis  should  fall  heavily  on  the 
operating  agencies  concerned.  If  that  were  the  case,  I  would  not 
think  the  additional  workload  on  the  congressional  support  agen- 
cies would  be  unmanageable. 

Mrs.  Chisholm.  I  have  a  number  of  questions  for  you,  Mr.  Staats, 
because  of  your  experience  in  the  field,  so  what  I  am  going  to 
suggest  is  that  we  will  be  sending  you  a  list  of  questions  and 
hopefully  your  agency  will  be  able  to  answer,  and  in  the  interest  of 
time  I  will  cut  off  at  this  point  and  call  on  Mr.  Derrick. 

Mr.  Derrick.  Thank  you.  Madam  Chairman. 

I  just  want  to  commend  you  on  your  statement,  and  I  think 
particularly  your  understanding,  as  I  perceive  it  at  least,  of  the 
reporting  process.  I  won't  ask  you  any  questions,  but  would  ask  if  I 
might  present  some  maybe  to  you  in  writing,  since  the  hour  is 
rather  late,  and  we  do  have  two  more  witnesses. 

But  I  thank  you  so  very  much  for  taking  the  time  to  come  over. 

Mr.  Staats.  Thank  you  both  very  much.  And  we  will  be  happy  to 
respond  to  your  further  questions  and  give  you  any  help  we  can  on 
this  very  difficult  assignment  that  you  have. 

Mrs.  Chisholm.  Thank  you. 

Now  we  are  going  to  call  on  Dr.  Rivlin.  The  Congressional 
Budget  Office  established  by  the  1976  Congressional  Budget  Act 
has  been  of  great  service  in  providing  the  information  to  Members 
during  deliberations  of  the  budget  and  related  issues.  On  H.R.  2, 
the  forces  of  the  Congressional  Budget  Office  would  be  utilized  to 
support  Congress'  program  review  activity.  CBO  would  also  share 
with  the  General  Accounting  Office  many  of  the  specific  require- 
ments of  the  legislation. 

We  are  glad  that  Dr.  Alice  Rivlin,  Director  of  the  Congressional 
Budget  Office,  will  testify  on  these  matters.  As  a  former  Assistant 
Secretary  of  Health,  Education,  and  Welfare,  senior  fellow  at  the 
Brookings  Institution,  and  Director  of  the  Congressional  Budget 
Office  since  its  inception,  she  is  able  to  draw  on  a  wide  range  of 
experience  in  Government  in  addressing  these  proposals. 

We  welcome  you,  Dr.  Rivlin,  and  proceed  at  your  discretion. 

STATEMENT  OF  ALICE  M.  RIVLIN,  DIRECTOR,  CONGRESSIONAL 
BUDGET  OFFICE,  ACCOMPANIED  BY  RICHARD  P.  EMERY,  JR., 
STAFF  MEMBER 

Ms.  Rivlin.  Thank  you,  Madam  Chairman.  I  have  with  me  today, 
Richard  Emery,  of  our  staff,  who  is  more  expert  than  I  on  many  of 
these  detailed  matters;  and  I  hope  that  he  will  help  respond  to  any 
questions  there  may  be. 

I  am  delighted  to  have  this  opportunity  to  present  to  the  Sub- 
committee on  the  Legislative  Process  the  views  of  the  Congression- 
al Budget  Office  on  proposals  to  improve  oversight  and  reauthoriza- 
tion of  Federal  programs.  Consideration  of  sunrise,  sunset,  and 
other  oversight  reforms  offers  the  Congress  an  opportunity  to  make 
improvements  in  its  authorization  process  that  could  be  as  signifi- 
cant as  the  improvements  in  the  budgeting  and  appropriations 
processes  made  by  the  Congressional  Budget  Act  of  1974.  To 
achieve  this  potential,  we  believe  that  any  new  authorization  proc- 
ess should  be  fully  compatible  with  the  timetable  and  procedures  of 
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the  congressional  budget  process.  Like  the  budget  process  itself,  the 
new  process  should  also  be  simple  and  flexible,  yet  it  must  have 
the  procedural  strength  necessary  to  insure  its  implementation. 

MANAGING   THE   WORKLOAD   OF  THE  CONGRESS 

A  frequent  complaint  about  the  current  operation  of  the  congres- 
sional budget  process  is  that  the  timetable  specified  by  section  300 
of  the  Budget  Act  is  too  tight — especially  in  the  early  summer — 
given  today's  legislative  workload.  A  large  number  of  the  bills 
authorizing  new  budget  authority  for  the  fiscal  year  beginning 
October  1  of  each  year  are  not  reported  to  the  floor  of  either  house 
until,  or  just  before,  the  May  15  deadline.  Shortly  afterward,  the 
dozen  or  so  regular  appropriations  bills  are  reported  to  the  House 
by  the  Committee  on  Appropriations,  and  floor  action  is  scheduled 
for  the  second  and  third  weeks  in  June. 

The  result  is  a  logjam  on  the  floor  of  the  House.  In  the  past,  the 
impasse  has  been  resolved  by  enacting  appropriations  without  au- 
thorizations, under  protection  of  a  waiver  of  clause  2  of  rule  XXI. 
Or  the  appropriations  have  been  ruled  out  of  order  and  stricken 
from  the  House  bill,  only  to  be  restored  by  the  Senate  and  accepted 
in  conference. 

What  can  be  done  about  this  problem?  Some  people  have  suggest- 
ed that  the  timetable  of  the  congressional  budget  process  should  be 
changed.  No  one,  however,  seems  very  enthusiastic  about  such 
changes.  Several  suggestions  have  been  met  with  objections: 

Could  the  authorizations  be  reported  earlier  than  May  15?  The  authorizing  com- 
mittees argue  that  they  cannot.  The  span  from  a  session's  beginning  in  January 
until  May  15,  is  barely  4  months,  a  short  time  to  conduct  hearings,  mark  up  bills, 
and  file  reports.  The  trend  to  annual  authorizations  is  aggravating  this  scheduling 
problem  of  the  Congress. 

Could  the  May  15  deadline  be  dispensed  with?  Not  realistically;  the  May  15 
deadline  was  included  in  the  Budget  Act  so  that  the  Appropriations  Committees 
would  have  a  better  idea  of  which  authorizations  would  require  an  appropriation. 
This,  in  turn,  is  required  for  the  Appropriations  Committees  to  report  their  bills  in 
a  timely  fashion  so  that  all  spending  legislation  can  be  completed  prior  to  the 
passage  of  the  second  budget  resolution. 

Could  the  consideration  of  appropriations  be  delayed  until  later  in  the  summer? 
Realistically;  no.  To  complete  an  action  on  appropriations  by  the  seventh  day  after 
Labor  Day — leaving  sufficient  time  to  consider  the  second  concurrent  resolution — 
the  Congress  cannot  delay  appropriations  action  later  than  the  present  timetable. 

Alternatively,  there  are  a  number  of  steps  that  could  be  taken  to 
improve  management  of  the  congressional  workload  without  open- 
ing up  the  Budget  Act.  We  think  the  following  suggestions  are 
worthy  of  the  Rules  Committee's  consideration  in  its  review  of 
oversight  reform  proposals,  and  particularly  in  light  of  the  two 
bills  you  are  considering. 

First,  the  Congress  could  establish  a  systematic  structure  for  the  reauthorization- 
and-oversight  process,  requiring  periodic  consideration  of  Federal  activities  but  al- 
lowing the  Congress  to  anticipate  its  workload. 

Second,  congressional  committees  could  be  encouraged  to  view  the  two  sessions  of 
a  Congress  as  a  single  work  period;  that  is,  as  a  time  to  review  one  set  of  programs 
over  2  years,  rather  than  two  sets,  one  each  year. 

Third,  authorizations  of  routine  Federal  activities  could  be  for  an  even  number  of 
years,  two  at  a  minimum,  expiring  on  September  30  of  the  second  session  of  each 
term  of  Congress. 

Finally,  the  leadership  could  manage  the  legislative  workload.  This  would  mean 
encouraging  the  committees  to  begin  their  reviews  during  the  first  session  of  each 
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Congress  and  to  mark  up  and  report  their  bills  at  the  beginning  of  the  second 
session,  and  establishing  an  advance  floor  schedule  of  authorizations  to  prevent  a 
bottleneck  on  the  floor  at  the  end  of  the  second  session. 

These  steps  would  offer  the  authorizing  committees  excellent 
opportunities  for  oversight  during  the  first  session  of  a  Congress. 
They  could  hold  extensive  hearings,  allow  ample  time  for  a  reflec- 
tive and  unhurried  markup  and  still  report  their  bills  3  or  4 
months  in  advance  of  the  May  15  deadline.  Floor  action  on  authori- 
zations could  thus  begin  in  January  or  February  of  the  second 
session,  allowing  sufficient  time  to  complete  action  on  them  prior 
to  consideration  of  the  appropriations  bills.  A  schedule  follows, 
illustrating  the  timing  of  such  actions  if  this  approach  had  applied 
during  the  96th  Congress. 

[The  schedule  referred  to  follows:] 
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TABLE  I.         TIMING    OF    96TH    CONGRESS    ASSUMING    ADOPTION    OF 
PROCEDURES  TO  MANAGE  AUTHORIZATIONS  WORKLOAD 


Date 


January  1979 
May  15,  1979 


Action 


Congress  convenes. 

Administration  submits  authoriza- 
tion requests  for  Fiscal  Years  1981 
and  1982. 


Committees  report  final  annual  au- 
thorizations. Budget  Act  deadline 
for  reporting  bills  affecting  Fiscal 
Year  1980. 


May  to  December  1979 


Congress  acts  on  last  annual  au- 
thorizations, Fiscal  Year  1980  Ap- 
propriations. Committees  conduct 
oversight  hearings,  consider  and 
report  two-year  authorizations  for 
Fiscal  Years  1981  and  1982. 


January  to  June  1980 


Authorizations  for  Fiscal  Years 
1981  and  1982  reported  and  passed 
on  a  schedule  established  by  the 
leadership. 


July  to  August  1980 


Appropriations  enacted  for   Fiscal 
Year  1981. 
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Ms.  RiVLiN.  We  do  not  envision  this  process  as  being  inflexible. 
The  authorizing  committees  should  remain  free — as  they  are  now — 
to  report  authorizations  for  new  programs  to  meet  emergencies  or 
changing  conditions  at  any  time.  Rather,  this  2-year  process  seems 
most  appropriate  for  the  regular  reauthorization  of  ongoing  Feder- 
al activities.  It  is  the  workload  for  these  routine  reauthorizations 
that  is  most  amendable  to  being  managed. 

SCHEDULING   REVIEWS   AND   INVENTORY   REQUIREMENTS 

Turning  to  the  two  proposals  before  the  committee,  H.R.  2  and 
H.R.  65,  I  should  note  first  that,  although  CBO  does  not  endorse  a 
particular  bill,  I  strongly  support  the  objectives  of  this  legislation. 
Your  letter  of  invitation  noted  that  the  hearing  would  focus  on  the 
review  schedule  and  program  inventory  requirements  of  oversight 
reform  proposals.  The  remainder  of  my  statement  is  devoted  to 
these  two  issues. 

Both  H.R.  2  and  H.R.  65  are  compatible  with  the  suggestions  for 
managing  congressional  workload  outlined  in  the  first  part  of  my 
statement.  They  differ  principally  in  their  coverage  of  Federal 
programs.  From  this  difference  stems  differences  in  review  schedul- 
ing and  data  collection  requirements. 

H.R.  65  could  be  termed  "prospective"  in  terms  of  its  coverage  of 
Federal  programs.  It  builds  a  cycle  of  oversight  reviews  by  requir- 
ing that,  after  its  effective  date,  all  new  authorizations  for  both 
direct  and  tax  expenditures  be  reviewed  and  by  limiting  new  au- 
thorizations to  5  years  or  less.  This  approach  has  the  advantage  of 
allowing  increased  oversight  responsibilities  to  be  phased  in  over 
time.  During  the  first  5  years,  the  schedule  is  built  as  programs  are 
authorized.  Committee  workloads  during  this  period  are  not  subject 
to  possible  disruption  by  a  requirement  that  the  Congress  perform 
reviews.  A  disadvantage  of  this  approach,  however,  is  that  only 
new  programs  and  those  programs  that  are  currently  reauthorized 
periodically  would  be  included  in  its  prospective  coverage.  Al- 
though H.R.  65  does  require  the  consideration  of  related  programs 
as  part  of  its  reauthorization  review,  I  believe  that  H.R.  65  would 
be  strengthened  if  the  cross-cutting  review  provisions  from  H.R.  2 
were  incorporated  in  the  bill. 

In  contrast,  the  coverage  of  H.R.  2  is  comprehensive.  H.R.  2 
requires  review  of  all  programs,  including  heretofore  permanent 
authorizations,  in  its  scheduled  cycle  of  reviews.  It  has  the  advan- 
tage of  grouping  programs  for  review  in  its  cycle  by  subfunctional 
categories;  this  would  bring  up  review  and  reauthorization  of  all 
programs  designed  for  the  same  purpose  at  the  same  time. 

This  cross-cutting  review  would  reveal  duplicative  Federal  pro- 
grams with  the  hope  that  some  duplications  could  be  weeded  out  in 
the  review  and  reauthorization  process. 

Both  proposals  contain  requirements  for  preparation  of  a  pro- 
gram inventory  or  catalog  of  Federal  programs  to  assist  the  com- 
mittees in  conducting  their  reviews.  To  be  effective,  an  inventory  of 
Federal  programs  should  provide  enough  detail  to  facilitate  sched- 
uling reauthorization  reviews  and  oversight.  It  should  also  provide 
crosswalks  between  authorizing  legislation  and  the  budget  process. 
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We  believe  such  an  inventory  should  be  limited  to  this  scope  and 
not  attempt  to  provide  all  information  necessary  for  detailed  evalu- 
ation. Federal  activities  vary  so  greatly  that  it  is  neither  efficient 
nor  possible  to  incorporate  information  required  to  evaluate  var- 
ious program  designs  in  a  single  information  system.  The  inventory 
should  not  be  viewed  as  a  decision  structure  that  could  restrict 
committees  in  organizing  their  legislative  calendars;  rather,  it 
should  be  regarded  as  a  source  of  information. 

The  requirement  in  section  202  of  H.R.  65  for  a  catalog  of  inter- 
related Federal  activities  is  a  simply  stated  requirement  that,  for 
the  most  part,  meets  these  conditions. 

The  detailed  requirements  specified  in  Title  II  of  H.R.  2  appear 
to  us  to  be  excessive  and  not  necessary  to  achieve  the  objectives  of 
the  bill.  Much  of  the  information  needed  for  a  useful  inventory  is 
already  available. 

Either  CBO  or  GAO  could  provide  a  program  inventory,  using 
existing  systems,  that  meets  the  needs  of  the  authorizing  commit- 
tees. Under  this  approach,  only  minimal  additional  resources 
would  be  necessary  to  satisfy  the  information  requirements  of  an 
improved  oversight  process. 

Each  of  the  two  proposals  before  the  subcommittee  provides  for 
some  sort  of  review  of  tax  expenditures.  Title  VII  of  H.R.  2  calls 
upon  the  Congress  to  pass  legislation  at  a  later  date  specifying 
review  procedures  for  all  existing  tax  expenditures. 

H.R.  65,  on  the  other  hand,  treats  tax  expenditures  in  the  same 
way  as  other  Federal  programs,  and  so  subjects  only  new  tax 
subsidies  to  periodic  review. 

The  "comprehensive"  approach  of  H.R.  2  is  particularly  impor- 
tant for  consideration  of  tax  programs  because  very  little  of  the 
spending  now  done  through  the  tax  code  is  subject  to  any  periodic 
congressional  review. 

H.R.  2,  however,  leaves  the  specific  design  of  the  review  schedule 
for  tax  expenditures  to  be  determined  later.  This  seems  to  me  to  be 
a  disadvantage.  It  is  difficult  to  design  a  review  schedule  for  tax 
expenditures  that  will  both  receive  careful  consideration  and  be 
coordinated  with  review  of  other  related  Federal  programs.  This 
argues  for  including  tax  expenditures  in  the  original  review  design. 
To  attempt  to  fit  tax  expenditures  into  an  already  established 
review  schedule  designed  without  them  in  mind  would  only  compli- 
cate an  already  difficult  task. 

The  tax  inventory  requirements  of  H.R.  2  present  no  problems  to 
CBO  that  we  know  of 

Before  concluding  my  remarks,  I  would  like  to  comment  briefly 
on  title  V  of  H.R.  2.  Title  V  of  H.R.  2  establishes  a  10-year  cycle  for 
reviewing  the  impact  of  Federal  regulations.  It  requires  that  CBO 
evaluate  the  effectiveness  of  Federal  regulations  and  regulatory 
agencies. 

While  we  support  the  general  goal  of  increased  congressional 
oversight  of  Federal  regulatory  activities,  we  believe  that  such 
requirements  are  beyond  the  scope  of  our  present  resources  and 
are  not  directly  related  to  our  principal  mission  of  providing  budge- 
tary information  to  the  Congress. 
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This  concludes  my  statement,  Madam  Chairman.  I  would  be 
pleased  to  answer  questions  from  you  and  the  members  of  the 
committee  on  these  or  any  other  aspects  of  oversight  reform. 

Mrs.  Chisholm.  Thank  you  very  much,  Dr.  Rivlin. 

In  your  testimony  you  spoke  of  the  great  difficulties  involved  in 
a  coordinated  review  schedule  for  both  tax  and  direct  spending. 
What  are  the  problems? 

Ms.  Rivlin.  I  think  there  are  problems,  but  I  don't  regard  them 
as  insuperable.  The  main  problem  of  the  schedule  is  getting  a  set  of 
categories  of  programs  and  tax  expenditures  that  will  group  togeth- 
er things  that  are  related  to  each  other  and  will  not  overburden 
the  Congress  in  any  one  year. 

That  seems  to  me  to  be  the  main  problem,  but  I  don't  think  any 
of  the  problems  are  insuperable. 

Mrs.  Chisholm.  You  suggested  that  the  inventory  or  catalog 
should  be  a  limited,  informational  kind  of  tool.  Isn't  a  detailed, 
comprehensive  inventory  necessary  to  insure  that  all  programs  are 
reviewed? 

Ms.  Rivlin.  I  don't  think  so.  Clearly,  one  needs  to  start  with  an 
inventory  or  a  catalog  in  order  to  have  the  committees  cognizant  of 
what  they  need  to  deal  with  in  any  one  year,  and  that  kind  of 
information  could  be  provided. 

We  simply  do  not  think  that  a  great  deal  of  additional  informa- 
tion about  programs  need  be  provided  in  an  initial  inventory.  It 
should  be  up  to  the  reviewing  committees  to  figure  out  in  specific 
detail  what  kind  of  evaluation  information  they  need. 

Mrs.  Chisholm.  Thank  you  very  much. 

Mr.  Derrick? 

Mr.  Derrick.  Madam  Chairman,  thank  you. 

Dr.  Rivlin,  I  thank  you  very  much.  I  must  say  that  I  think  that  is 
some  of  the  finest  testimony  I  have  heard  on  oversight  legislation, 
not  that  it  surprised  me,  coming  from  you,  but  it  shows  a  real 
understanding. 

There  is  one  impression  that  I  think  I  would  like  to  correct  if  I 
may  that  you  conveyed  about  H.R.  65  and  ask  your  comment  on. 

You  say  that  only  new  programs  and  programs  that  are  current- 
ly reauthorized  would  be  included  in  the  coverage  of  H.R.   65. 

In  fact,  we  have  had  the  GAO  staff  conduct  for  us  an  informal 
review  of  a  number  of  so-called  permanent  programs  that  have 
been  subject  to  major  amendment  over  the  past  5  years.  It  turns 
out  that  most  of  the  permanent  programs  have  been  subject  to 
major  amendments  which  would  have  brought  them  under  the 
coverage  of  H.R.  65. 

When  you  add  up  the  number  of  major  permanents  that  have 
been  amended  over  5  years  and  the  number  of  other  programs  that 
will  expire  in  the  next  5  years,  it  turns  out  that  H.R.  65  can  be 
expected  to  be  applied  to  about  two-thirds  of  the  budget  over  a  5- 
year  period. 

In  contrast,  the  sunset  provisions  apply  to  a  little  more  than  half 
of  the  budget  over  a  10-year  sunset  cycle. 

Of  course,  as  you  point  out,  we  require  cross-cutting  review  of 
interrelated  programs  when  any  authorization  or  tax  expenditure 
measure  comes  up.  Thus  we  would  expect  that  H.R.  65  could  lead 
to  review  of  most  of  the  Federal  programs  over  a  5-year  period. 
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In  view  of  that,  does  that  make  you  feel  a  little  more  comfortable 
with  the  review  process? 
Ms.  RivLiN.  Yes;  I  think  it  does. 

Mr.  Derrick.  I  can  understand  how  you  might  get  a  misimpres- 
sion  just  from  the  legislation  itself  without  having  the  benefit  of 
that  review,  but  it  really  does  treat  substantially  more  than  H.R.  2. 
Ms.  RiVLiN.  I  hadn't  seen  those  numbers  and  I  am  surprised  that 
the  percentage  is  quite  as  high  as  it  is.  It  still  leaves  open  the 
question  of  how  you  get  a  good  grouping  by  subject  matter  or  by 
functional  category  if  you  are  phasing  in  things  in  accordance  with 
their  expiration  date  rather  than  in  accordance  with  the  prior 
schedule.  Is  that  correct?  .  . 

Mr.  Derrick.  The  requirement  for  review  of  interrelated  activi- 
ties when  authorization  of  tax  expenditure  measures  are  consid- 
ered takes  care  of  the  grouping  matter.  Of  course,  H.R.  65  deals 
only  with  authorization,  so  we  pick  them  up  either  as  new  authori- 
zations or  reauthorizations.  On  the  permanents,  and  I  think  I 
recall  the  figures  correctly,  we  took  about  20  or  22  permanents  and 
found  that  about  14  of  those  would  have  come  under  review  in  the 
last  5-year  period. 

Of  course,  in  the  defense  area,  we  have  come  to  almost  an 
annual  reauthorization  on  that,  as  you  know. 
Ms.  RiVLiN.  Right.  Those  would  all  be  picked  up. 
Mr.  Derrick.  I  thank  you  very  much  for  your  testimony. 
Mrs.  Chisholm.  Mr.  Beilenson. 

Mr.   Beilenson.   No  questions.  Thank  you,  Madam  Chairman. 
Mrs.  Chisholm.  Thank  you  so  much.  Dr.  Rivlin. 
Ms.  Rivlin.  Thank  you,  Madam  Chairman. 

Mrs.  Chisholm.  And  the  last  witness  for  today  is  Mr.  Gilbert 
Gude,  Director  of  the  Congressional  Research  Service. 

Whether  it  be  locating  a  particular  site  or  providing  a  compre- 
hensive policy  study,  the  Congressional  Research  Service  of  the 
Library  of  Congress  provides  indispensable  services  for  every 
Member  of  Congress.  Currently  they  play  a  major  role  in  oversight 
through  provisions  of  the  Legislative  Reorganization  Act. 

Under  H.R.  2  and  H.R.  65,  this  role  would  be  considerably  ex- 
panded. 

I  had  the  pleasure  of  serving  with  Gilbert  Gude  when  he  repre- 
sented the  Eighth  District  of  Maryland  for  10  years.  It  was  that 
district's  loss  but  all  of  our  gain  when  he  left  his  seat  to  later 
become  Director  of  CRS. 

Welcome  back,  Mr.  Gude.  We  look  forward  to  your  testimony  and 
if  it  is  your  desire  to  summarize  or  whatever,  the  entire  statement 
will  be  placed  in  the  record.  You  may  proceed. 

STATEMENT  OF  GILBERT  GUDE,  DIRECTOR,  CONGRESSIONAL 

RESEARCH  SERVICE 

Mr.  Gude.  Thank  you  very  much,  Mrs.  Chisholm. 

It  is  good  to  be  over  here  and  I  will  summarize  my  testimony. 

There  are  a  few  more  important  issues  facing  Congress  today 
than  the  challenge  of  developing  refined  and  sophisticated  methods 
for  reviewing  the  effectiveness  and  efficiency  of  governmental  pro- 
grams. While  congressional  concern  for  strengthening  its  oversight 
capability  is  by  no  means  a  new  phenomenon,  the  steadily  increas- 
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ing  focus  on  this  area  has  been  apparent  to  me,  both  during  my 
years  as  a  Member  and  as  Director  of  the  Congressional  Research 
Service. 

This  growing  commitment  to  oversight  indicates  that  Congress  is 
no  longer  willing  to  surrender  complete  discretion  over  the  imple- 
mentation of  public  laws  to  executive  agencies. 

Congress  has  learned  by  experience — and  disappointment — that 
in  order  for  its  legislative  will  to  be  fulfilled,  it  must  attend  to 
what  happens  in  the  inner  workings  of  the  Federal  bureaucracy. 

It  must  be  concerned  about  how  executive  regulations  shape  or 
distort  legislative  intent.  It  must  inquire  into  whether  the  objec- 
tives sought  when  laws  are  formulated  are  being  realized  in  prac- 
tice. 

Acute  sensitivity  to  the  real  limitations  on  national  resources 
and  the  public's  concern  for  effective  and  accountable  Government 
have  heightened  the  perceived  need  for  more  and  better  oversight. 

The  Congressional  Research  Service  has  traditionally  played  a 
significant  part  in  contributing  to  Congress'  scrutiny  of  Federal 
programs.  The  many  techniques  utilized  by  the  Service  that  are 
applicable  to  the  oversight  process  include  information  gathering, 
legislative  histories,  futures  research,  legal  memoranda,  surveys, 
the  preparation  of  terminating  program  and  subject  area  lists  for 
committees,  as  well  as  our  very  considerable  subject  area  compe- 
tency which  covers  a  broad  range  of  Federal  activities. 

Through  its  reports,  compilations,  and  briefings,  CRS  can  assist 
Congress  in  considering  the  relationship  between  congressional 
intent  and  agency  implementation. 

At  the  same  time,  CRS  not  only  makes  an  input  into  congression- 
al oversight;  it  is  also  a  user  of  oversight  studies  and  evaluations. 

Our  legislative  charter,  section  321  of  the  Legislative  Reorganiza- 
tion Act  of  1970,  confirmed  and  strengthened  the  mandate  of  the 
Service  to  perform  the  function  of  policy  analysis. 

In  the  context  of  our  mission,  policy  analysis  may  be  defined 
generally  as  the  systematic  examination  of  alternative  legislative 
options  available  to  the  Congress  in  resolving  public  policy  issues. 

In  order  to  intelligently  consider  legislative  options,  policy  analy- 
sis requires  an  understanding  of  the  way  existing  programs  work; 
in  this  way  policy  analysis  assists  the  Congress  in  carrying  out  the 
vital  synthesis  of  program  review  into  the  legislative  process. 

From  our  experience,  we  can  conclude  that  Congress  is  not  likely 
to  undertake  oversight  activities  at  the  expense  of  its  legislative 
interests. 

For  this  reason  I  am  pleased  that  the  major  oversight  proposals 
before  this  subcommittee  link  review  and  evaluation  to  the  legisla- 
tive business  of  Congress;  in  particular,  the  establishment  of  objec- 
tives for  new  or  renewed  programs. 

One  way  of  assuring  that  legislative  objectives  are  not  unrealistic 
is  to  take  care  that  they  are  determined  with  reference  to  what 
was  accomplished  in  the  past. 

This,  I  believe,  is  precisely  the  area  where  CRS'  policy  analysis 
capability  can  be  of  greatest  assistance  to  the  Congress,  and  we 
certainly  look  forward  to  cooperating  with  the  various  committees 
of  Congress  and  the  other  legislative  support  agencies  in  imple- 
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meriting  any  new  oversight  system  which  results  from  these  hear- 
ings. 

Madam  Chairman,  in  order  to  provide  some  specific  illustration 
of  CRS'  role  in  the  oversight  process  and  the  closely  related  dimen- 
sion of  policy  analysis,  I  have  included  in  my  written  testimony 
summaries  of  several  studies  undertaken  in  our  research  divisions. 

While  I  will  not  take  the  time  now  to  discuss  these  reports,  I 
would  note  that  one  of  the  studies,  which  dealt  with  rather  clearly 
defined  and  circumscribed  issues  concerning  the  Supplemental  Se- 
curity Income  program  required  approximately  1,500  staff  hours  to 
complete  over  a  2-year  period. 

I  would  suggest  that  this  example,  along  with  the  others  con- 
tained in  our  written  testimony,  demonstrates  the  substantial  com- 
mitment of  resources  demanded  by  oversight-related  projects. 

Based  on  our  experience,  quality  program  review  requires  a 
great  deal  of  effort  in  gathering,  sifting  through,  and  analyzing 
information.  In  considering  whether  to  adopt  a  comprehensive 
oversight  system,  applicable  across  the  board,  Congress  should  give 
careful  thought  to  the  very  considerable  additional  staffing  which 
such  a  scheme  would  require,  both  for  the  committees  and  for  the 
support  agencies. 

In  the  absence  of  adequate  resources,  oversight  might  tend  to 
become  a  pro  forma  exercise,  simply  satisfying  legal  requirements 
rather  than  scrutinizing  programs  in  need  of  careful  examination. 

While  proposals  for  selective  program  review  also  raise  certain 
policy  problems,  they  do  offer  an  alternative  to  the  perhaps  prohib- 
itively high  cost  associated  with  comprehensive  oversight. 

I  would  urge  also  that  care  be  given  to  integrating  any  new 
oversight  requirements  with  those  already  on  the  books.  I  am 
submitting  for  the  subcommittee's  consideration  a  survey  of  cur- 
rent oversight  obligations  imposed  on  congressional  committees 
[see  p.  187].  While  the  task  of  integrating  all  of  these  responsibil- 
ities into  a  single  process  is  a  formidable  one,  some  consolidation 
would  appear  to  be  necessary  if  oversight  is  to  be  regarded  as  a 
meaningful  exercise  rather  than  an  unworkable  series  of  obstacles. 

I  want  to  thank  you  again  for  the  chance  to  appear  before  you 
and  this  subcommittee  on  behalf  of  the  Congressional  Research 
Service. 

[Mr.  Gude's  prepared  statement,  with  attachment,  follows:] 

Prepared  Statement  of  Gilbert  Gude,  Director,  Congressional  Research 

Service 

Mr.  Chairman  and  members  of  the  subcommittee,  I  appreciate  the  opportunity  to 
appear  before  you  this  afternoon.  There  are  few  more  important  issues  facing 
Congress  today  than  the  challenge  of  developing  refined  and  sophisticated  methods 
for  reviewing  the  effectiveness  and  efficiency  of  governmental  programs.  While 
congressional  concern  for  strengthening  its  oversight  capability  is  by  no  means  a 
new  phenomenon,  the  steadily  increasing  focus  on  this  area  has  been  apparent  to 
me,  both  during  my  years  as  a  Member  of  Congress  and  as  Director  of  the  Congres- 
sional Research  Service. 

This  growing  commitment  to  oversight  indicates  that  Congress  is  no  longer  will- 
ing to  surrender  complete  discretion  over  the  implementation  of  public  laws  to 
executive  agencies.  Congress  has  learned  by  experience — and  disappointment — that 
in  order  for  its  legislative  will  to  be  fulfilled,  it  must  attend  to  what  happens  in  the 
inner  workings  of  the  Federal  bureaucracy.  It  must  be  concerned  about  how  execu- 
tive regulations  shape  or  distort  legislative  intent.  It  must  inquire  into  whether  the 
objectives  sought  when  laws  are  formulated  are  being  realized  in  practice.  Acute 
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sensitivity  to  the  real  limitations  on  national  resources  and  the  public's  concern  for 
effective  and  accountable  Government  have  heightened  the  perceived  need  for  more 
and  better  oversight. 

The  Congressional  Research  Service  has  traditionally  played  a  significant  part  in 
contributing  to  Congresses'  scrutiny  of  Federal  programs.  The  many  techniques 
utilized  by  the  Service  that  are  applicable  to  the  oversight  process  include  informa- 
tion gathering,  legislative  histories,  futures  research,  legal  memoranda,  surveys,  the 
preparation  of  terminating  and  subject  area  lists  for  committees,  as  well  as  our  very 
considerable  subject  area  competency  encompassing  a  broad  range  of  Federal  activi- 
ties. Through  its  reports,  compilations,  and  briefings,  CRS  can  assist  Congress  in 
considering  the  relationship  between  congressional  intent  and  agency  implementa- 
tion. 

At  the  same  time,  CRS  not  only  makes  an  input  into  congressional  oversight,  it  is 
also  a  user  of  oversight  studies  and  evaluations.  Our  legislative  charter,  section  321 
of  the  Legislative  Reorganization  Act  of  1970,  confirmed  and  strengthened  the 
mandate  of  the  Service  to  perform  the  function  of  policy  analysis.  In  the  context  of 
our  mission,  policy  analysis  may  be  defined  generally  as  the  systematic  examination 
of  alternative  legislative  options  available  to  the  Congress  in  resolving  public  policy 
issues. 

In  order  to  intelligently  consider  legislative  options,  policy  analysis  requires  an 
understanding  of  the  way  existing  programs  work;  in  this  way,  policy  analysis 
assists  the  Congress  in  carrying  out  the  vital  synthesis  of  program  review  into  the 
legislative  process.  From  our  experience,  we  would  conclude  that  Congress  is  not 
likely  to  undertake  oversight  activities  at  the  expense  of  its  legislative  interests.  For 
this  reason,  I  am  pleased  that  the  major  oversight  proposals  before  this  subcommit- 
tee link  review  and  evaluation  to  the  legislative  business  of  Congress,  in  particular 
the  establishment  of  objectives  for  new — or  renewed — programs.  One  way  for  assur- 
ing that  legislative  objectives  are  not  unrealistic  is  to  take  care  that  they  are 
determined  with  reference  to  what  was  accomplished  in  the  past. 

This,  I  believe,  is  precisely  the  area  where  CRS'  policy  analysis  capability  can  be 
of  greatest  assistance  to  the  Congress,  and  we  certainly  look  forward  to  cooperating 
with  the  various  committees  of  Congress  and  the  other  legislative  support  agencies 
in  implementing  any  new  oversight  system  which  results  from  these  hearings. 

Mr.  Chairman,  in  order  to  provide  some  specific  illustrations  of  CRS'  role  in  the 
oversight  process  and  the  closely  related  dimension  of  policy  analysis,  I  would  like 
to  refer  to  several  studies  undertaken  in  our  research  divisions.  One  example 
involves  a  major  study  undertaken  by  our  Education  and  Public  Welfare  Division. 
In  the  year  following  implementation  of  the  Supplemental  Security  Income  program 
(SSI)  there  was  widespread  concern  that  the  needy  aged,  blind  and  disabled  who 
were  to  receive  cash  assistance  under  this  program  were  not  being  adequately 
served.  The  authorizing  committee  in  the  Senate  directed  its  staff  to  study  program 
operations  to  determine  whether  corrective  actions  were  needed,  and  the  Congres- 
sional Research  Service  agreed  to  assist  in  the  effort. 

The  SSI  program,  like  many  of  our  social  welfare  programs,  is  large  and  complex. 
It  serves  4.2  million  individuals  and  costs  the  Federal  Government  about  $6  billion  a 
year.  Because  it  is  administered  by  the  Social  Security  Administration,  it  inevitably 
has  an  impact  on  the  administration  of  the  massive  old  age,  survivors  and  disability 
insurance  program.  And,  because  it  replaced  prior  State  programs  of  assistance  but 
at  the  same  time  created  new  programs  of  State  supplementary  assistance,  it 
produces  a  complicated  Federal-State  relationship  which  raises  questions  of  the 
degree  of  State-fiscal  liability,  and  of  which  level  of  government  is  ultimately 
responsible  for  the  overall  welfare  of  recipients. 

The  study  we  participated  in  did  not  address  the  fundamental  question  of  whether 
the  program  should  or  should  not  be  continued.  Its  purpose  was  limited  to  analyzing 
major  problem  areas.  Despite  this  more  limited  objective,  the  study  demanded  a 
very  substantial  effort  on  our  part  and  on  the  part  of  the  committee  staff. 

Three  of  our  professional  staff  members  supplemented  the  work  of  the  committee 
staff.  Together,  they  interviewed  dozens  of  program  administrators  at  the  Federal 
and  regional  levels.  Through  discussions  with  local  Social  Security  officials,  they 
obtained  the  insights  of  people  who  must  manage  the  program  on  a  daily  basis. 
They  conducted  systematic  telephone  interviews  with  district  office  personnel  in  48 
States.  They  surveyed  the  Governors  of  every  State  by  mail.  The  information  and 
opinions  they  gathered  has  to  be  tabulated,  analyzed,  and  considered  in  the  context 
of  the  law  and  legislative  history.  From  start  to  finish,  the  study  lasted  nearly  2 
years  and  involved  approximately  1,500  staff  hours,  both  of  the  persons  conducting 
the  study,  and  of  those  who  were  being  studied. 
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Examples  of  other  CRS  projects  relevant  to  the  oversight  process  include  a  study 
for  the  House  Subcommittee  on  Fisheries  and  Wildlife  Conservation  and  the  Envi- 
ronment, by  our  Environment  and  Natural  Resources  Policy  Division,  dealing  with 
the  array  of  laws  and  programs  which  collectively  constitute  American  fish  and 
wildlife  policy  and  particularly  the  performance  of  the  U.S.  Fish  and  Wildlife 
Service  in  carrying  out  this  policy.  After  devoting  some  25  staff  days  to  developing 
information  on  agency  organization,  budget,  and  programs,  CRS  analysts  prepared  a 
report  to  the  subcommittee  reviewing  the  history  of  the  Fish  and  Wildlife  Service;  a 
number  of  possible  "problem  areas"  were  identified  for  subcommittee  consideration 
as  candidates  for  future  congressional  action. 

The  Money  and  Banking  Section  of  our  Economics  Division  has  provided  ongoing 
assistance  to  the  House  and  Senate  Banking  Committees  for  regularly  scheduled 
oversight  hearings  on  the  conduct  of  monetary  policy  since  these  hearings  were 
instituted  in  1975.  This  oversight  process  has  been  mandated  by  law  since  1977.  Our 
assistance  has  included  preparation  of  briefing  materials  for  Committee  members  on 
general  and  specific  monetary  developments  and  their  relation  to  economic  condi- 
tions (including  graphic  presentations);  consultation  concerning  the  choice  of  wit- 
nesses; identification  of  issues  to  be  explored  and  analyses  of  these  issues;  and 
participation  in  post-hearings  evaluations. 

To  assist  the  Subcommittee  on  Advanced  Energy  Technologies  of  the  House 
Science  and  Technology  Committee  in  its  oversight  of  the  DOE  solar  budget,  a  team 
of  six  researchers  from  the  Science  Policy  Research  Division  spent  a  total  of  QV2 
staff  days  identifying  issues  and  preparing  questions  based  on  the  Department  of 
Energy's  fiscal  year  1980  solar  budget  submission.  Included  in  this  time,  is  the  time 
spent  by  the  researchers  in  reviewing  the  solar  budget  and  budget  justifications 
books  submitted  to  Congress  by  DOE. 

Our  Government  Division  carried  out  a  major  study  for  the  Subcommittee  on 
Equal  Opportunities  (now  the  Subcommittee  on  Employment  Opportunities)  of  the 
House  Committee  Education  and  Labor,  dealing  with  possible  downgrading  in  Fed- 
eral departments  and  agencies  of  the  equal  employment  opportunity  (EEO)  function 
under  title  VII  of  the  Civil  Rights  Act  of  1964  and  the  contract  compliance  function 
under  Executive  Order  11246.  Questionnaires  were  sent  to  39  departments  and 
agencies  regarding  Federal  EEO  and  to  departments  and  agencies  that  were  compli- 
ance agencies  regarding  contract  compliance.  Questions  dealt  with  the  organization- 
al status  of  EEO  and  compliance  offices,  the  position  and  authority  of  EEO  directors 
and  compliance  officers,  and  about  staffing  and  budget.  The  final  report  consists  of 
analyses  of  each  of  these  functions  in  each  department  and  agency,  and  of  a  writeup 
of  information  obtained  in  response  to  each  questionnaire.  The  report  concluded 
that  in  no  case  has  either  of  these  functions  been  downgraded,  but  notes  inconsis- 
tencies with  Civil  Service  Commission  and  Department  of  Labor  regulations,  and 
points  out  advantages  and  disadvantages  in  the  organization  of  these  functions.  As 
estimated  30  staff  days  were  devoted  to  this  project. 

Our  American  Law  Division  (ALD)  assisted  the  House  Oversight  and  Investiga- 
tions Subcommittee  in  examining  questions  concerning  the  performance  of  the 
Department  of  Commerce  in  carrying  out  its  statutory  functions  with  regard  to 
discrimination  against  firms  dealing  with  Israel.  ALD  assistance  took  place  at 
separate  phases  of  the  investigation.  First,  legal  assistance  was  rendered  over  a  6- 
month  period  to  assist  the  subcommittee  in  obtaining  underlying  information,  as 
well  as  research  regarding  the  authority  of  the  committee  to  obtain  information. 
Subsequently,  ALD  attorneys  assisted,  over  a  6-month  period,  in  digesting  and 
analyzing  the  legal  significance  of  information  obtained  and  how  future  compliance 
might  be  more  effectively  attained  through  possible  changes  in  law  and  agency 
procedures. 

Another  recent  example  of  CRS  effectiveness  in  the  oversight  role  concerns  U.S. 
human  rights  policy  implementation.  This  is  an  area  in  which  Congress  has  taken 
the  lead  in  stimulating  public  awareness  of  an  issue  and  in  pressing  for  executive 
organizational  changes  and  actions.  In  response  to  a  request  from  the  Foreign 
Relations  Committee,  CRS'  Foreign  Affairs  and  National  Defense  Division  produced 
a  study,  based  on  extensive  interviewing  within  executive  agencies,  on  the  imple- 
mentation of  U.S.  human  rights  policy  as  it  relates  to  foreign  assistance  legislation 
and  programs.  Thirteen  CRS  experts  in  regional  affairs  and  in  substantive  problems 
were  able  to  derive  important  information  and  insights  out  of  participants  in  the 
policy  implementation  process.  The  resulting  study,  to  be  published  shortly  by  the 
committee,  contains  significant  new  information  on  policy  implementation,  as  well 
as  analysis  of  options  for  further  congressional  legislative  and  oversight  activities. 
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The  above  examples  provide  an  indication  of  the  great  variety  of  oversight-related 
studies  prepared  by  the  Service;  many  other  illustrations,  such  as  our  close  support 
for  the  Appropriations  and  Budget  Committees,  could  have  been  selected. 

In  addition  to  these  major  research  projects,  CRS  is  continuing  to  provide  other 
types  of  support  to  the  Congress  which  relate  specifically  to  oversight  activities. 
Toward  the  end  of  the  95th  Congress  the  House  bipartisan  leadership  and  a  number 
of  committee  and  subcommittee  chairmen  requested  that  CRS  conduct  a  congres- 
sional workshop  on  oversight  and  investigations.  The  purposes  of  the  workshop  were 
to:  provide  a  forum  for  committee  staffs  to  discuss  ways  of  carrying  out  the  over- 
sight responsibilities  of  the  Congress;  document  case  studies  on  successful  committee 
oversight  and  investigative  activities;  develop  an  oversight  manual  on  how  to  effec- 
tively use  the  many  oversight  and  investigative  techniques;  and  improve  coordina- 
tion and  rapport  among  committee  staffs  involved  with  oversight. 

A  3-day  workshop  was  held  in  December  1978,  and  attended  by  400  Hill  profes- 
sionals. The  oversight  manual  is  in  the  final  review  stage  and  should  be  available  in 
the  next  month  or  so.  A  transcript  of  the  workshop  will  be  published  as  a  House 
Document  and  is  at  the  Government  Printing  Office  for  publication.  Copies  of  both 
the  oversight  manual  and  the  House  Document  will  be  distributed  to  Members  and 
committee  staffs. 

CRS  is  also  producing  a  series  of  video  tapes  which  highlight  segments  of  the  3- 
day  seminar  for  training  and  briefing  Members  and  staff.  These  tapes  will  be  shown 
over  the  House  closed  circuit  TV  system  and  will  be  available  for  individual 
Member  or  staff  viewing. 

Mr.  Chairman,  I  would  suggest  that  these  examples  demonstrate  the  substantial 
commitment  of  resources  demanded  by  oversight-related  projects.  Based  on  our 
experience,  quality  program  review  requires  a  great  deal  of  effort  in  gathering, 
sifting  through,  and  analyzing  information.  I  would  respectfully  suggest  that  Con- 
gress, in  considering  whether  to  adopt  a  comprehensive  oversight  system  applicable 
across-the-board,  give  careful  thought  to  the  very  considerable  additional  staffing 
which  such  a  scheme  would  require,  both  for  committees  and  for  the  support 
agencies.  In  the  absence  of  adequate  resources,  oversight  might  tend  to  become  a 
pro  forma  exercise,  simply  satisfying  legal  requirements  rather  than  scrutinizing 
programs  in  need  of  careful  examination.  While  proposals  for  selective  program 
review  also  raise  certain  policy  problems,  they  do  offer  an  alternative  to  the  perhaps 
prohibitively  high  costs  associated  with  comprehensive  oversight. 

I  would  urge  also  that  care  be  given  to  integrating  any  new  oversight  require- 
ments with  those  already  on  the  books.  I  am  submitting  for  the  subcommittee's 
consideration  a  survey  of  current  oversight  obligations  imposed  on  congressional 
committees.  While  the  task  of  integrating  all  of  these  responsibilities  into  a  single 
process  is  a  formidable  one,  some  consolidation  would  appear  to  be  necessary  if 
oversight  is  to  be  regarded  as  a  meaningful  exercise,  rather  than  an  unworkable 
series  of  obstacles. 

Mr.  Chairman,  this  concludes  my  testimony.  I  want  to  thank  you  again  for  the 
chance  to  appear  before  you  on  behalf  of  the  Congressional  Research  Service. 


Current  Oversight  Obligations  of  Congressional  Standing  Committees 

1.  Continuing  review. — Each  standing  committee  of  the  Senate  and  the  House  of 
Representatives  (except  for  the  Committees  on  Appropriations  and  on  the  Budget) 
shall  review  and  study  on  a  continuing  basis  the  application,  administration  and 
execution  of  all  laws  within  its  legislative  jurisdiction  (Legislative  Reorganization 
Act  of  1970,  sec.  136;  House  Rule  X). 

2.  Foresight.— Each  such  House  standing  committee  shall  undertake  on  a  continu- 
ing basis  futures  research  and  forecasting  on  matters  within  the  jurisdiction  of  that 
committee  (House  Rule  X). 

3.  Oversight  subcommittees. — Each  such  House  committee  having  more  than  20 
members  shall  either  establish  an  oversight  subcommittee  or  require  its  subcommit- 
tees (if  any)  to  conduct  oversight  in  the  area  of  its  respective  jurisdiction  (House 
Rule  X). 

4.  Oversight  plans.— Each  House  committee  shall  meet  with  an  appropriate,  repre- 
sentative from  the  House  Committee  on  Government  Operations  at  the  beginning  of 
each  Congress  to  discuss  and  coordinate  its  oversight  plans,  which  are  to  be  pub- 
lished by  the  latter  within  60  days  after  Congress  convenes  (House  Rule  X). 

5.  Tax  policies. — Each  House  standing  committee  shall  review  and  study  on  a 
continuing  basis  the  impact  or  probable  impact  of  tax  policies  affecting  subjects 
within  its  jurisdiction  (House  Rule  X). 
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6.  Special  and  comprehensive  oversight  functions.— E.\ghi  standing  committees  of 
the  House  (Armed  Services,  Budget,  Education  and  Labor,  Foreign  Affairs,  Interior 
and  Insular  Affairs,  Science  and  Technology,  Small  Business,  and  Interstate  and 
Foreign  Commerce),  as  well  as  several  committees  of  the  Senate,  have  been  vested 
with  the  special  or  comprehesive  oversight  function  of  reviewing  and  studying 
certain  specified  areas  that  are  within  the  jurisdiction  of  other  committees  (H.  Res. 
988,  1975;  H.  Res.  5,  1977;  Sen.  Res.  4,  1977;  House  Rule  X). 

7.  Oversight  by  the  Government  Operations  and  Governmental  Affairs  Commit- 
tees.—The  House  Committee  on  Government  Operations  and  Senate  Committee  on 
Governmental  Affairs  have  the  following  additional  broad  oversight  duties:  review 
and  study  on  a  continuing  basis  the  operation  of  Government  activities  at  all  levels 
to  determine  their  economy  and  efficiency;  receive  and  examine  reports  of  the 
Comptroller  General  and  submit  recommendations  thereon  to  the  House  and  the 
Senate;  Evaluate  the  effects  of  laws  enacted  to  reorganize  the  legislative  and  execu- 
tive branches  of  the  Government;  and  study  intergovernmental  relationships  be- 
tween the  United  States  and  States,  municipalities,  and  international  organizations 
of  which  the  United  States  is  a  member  (Legislative  Reorganizaiton  Act,  as  amend- 
ed; House  Rule  X). 

8.  Grants-in-aid  review.— Yionse  and  Senate  Committees  having  legislative  juris- 
diction over  grants-in-aid  are  to  conduct  studies  of  the  programs  under  which 
grants-in-aid  are  made  and  advise  their  respective  Houses  on  whether  their  pur- 
poses have  been  met,  whether  their  objectives  could  be  carried  on  without  further 
assistance,  whether  they  are  adequate  to  meet  needs,  and  whether  any  changes  in 
programs  or  procedures  should  be  made  (P.L.  90-577,  sec.  601,  1968). 

9.  Advisory  committee  review.— Y.a.ch.  standing  committee  of  the  House  and  Senate 
shall  make  a  continuing  review  of  the  activities  of  each  advisory  committee  under 
its  jurisdiction  to  determine  whether  such  committee  should  be  abolished  or  merged 
with  any  other  advisory  committee,  whether  its  responsibilities  should  be  revised, 
and  whether  it  performs  a  necessary  function  not  already  being  performed  (P.L.  92- 
463,  sec.  5,  1972). 

10.  Review  of  non-annual  appropriations.— Each  standing  committee  of  the  Senate 
and  the  House  of  Representatives  shall  review  each  continuing  program  within  its 
jurisdiction  for  which  appropriations  are  not  made  annually  to  ascertain  whether 
such  appropriations  should  be  made  annually  (Legislative  Reorganization  Act  of 
1970;  House  Rule  X). 

11.  Cost  analyses.— Any  committee  report  on  a  public  bill  or  resolution  approved 
by  a  committee  in  either  House  shall  include  an  analysis  (prepared  by  the  Congres- 
sional Budget  Office)  providing  an  estimate  and  comparison  of  costs  which  would  be 
incurred  in  carrying  out  the  bill  during  the  next  and  the  following  four  fiscal  years 
in  which  it  would  be  effective  (Congressional  Budget  Act  of  1974,  sec.  403;  House 
Rule  XI). 

12.  Inflationary  impact— Any  House  committee  report  on  a  public  bill  or  resolu- 
tion shall  contain  a  detailed  analj^ical  statement  with  respect  to  the  inflationary 
impact  such  a  bill  might  have  on  prices  and  costs  in  the  national  economy  (House 
r.ule  XI). 

13.  Oversight  findings.— Any  House  committee  report  on  a  public  bill  or  resolution 
approved  by  the  committee  shall  include  not  only  ite  own  oversight  findings  but  also 
any  oversight  findings  and  recommendations  made  by  the  Committee  on  Govern- 
ment Operations  that  were  submitted  to  the  legislative  committee  in  time  to  be 
considered  during  its  deliberations  (House  Rule  XI). 

14.  Investigations.— Each  House  committee  is  specifically  authorized  to  conduct 
such  investigations  and  studies  it  considers  to  be  necessary  in  the  exercise  of  its 
responsibilities  and  to  incur  expenses  therewith  (House  Rule  XI),  and  each  Senate 
standing  committee  is  empowered  to  make  investigations  of  any  matter  within  its 
jurisdiction  (Legislative  Reorganization  Act  of  1946,  sec.  134;  2  U.S.C.  190b). 

15.  Review  resources  and  techniques.— The  analysis,  appraisal  and  evaluation  by  a 
standing  committee  of  either  House  of  the  administration  of  laws  within  its  jurisdic- 
tion may  be  carried  out  by  the  committee  itself,  by  contract,  or  by  requiring  a 
Government  agency  to  do  so.  In  the  conduct  of  oversight  any  committee  is  author- 
ized to  rely  on  such  techniques  as  pilot  testing,  analysis  of  cost  in  comparison  with 
benefits,  or  evaluation  after  a  fixed  period  and  to  order  the  Comptroller  General  to 
review  and  evaluate  the  results  of  Government  programs  under  its  jurisdiction 
(Congressional  Budget  Act  of  1974,  sees.  701  and  702). 

16.  Regulatory  impact  review. — Unless  stated  reasons  make  it  impracticable,  each 
Senate  committee  (except  Appropriations)  shall  evaluate  and  include  in  any  report 
on  a  public  bill  or  joint  resolution  its  estimate  of  the  regulatory,  economic,  and 
personal  privacy  impact  such  legislation  would  have  on  the  individuals,  consumers 
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and  businesses  affected  and  on  the  amount  of  additional  paperwork  that  would 
result  from  regulations  to  be  promulgated  (S.  Res.  4,  1977;  Senate  Rule  XXIX). 

17.  Review  of  agency  reports. — Executive  agencies  are  required  by  law  to  prepare 
and  submit  to  Congress  a  large  number  of  reports  describing  the  implementation  of 
specified  programs  and  activities.  At  least  2,500  such  recurring  reports  have  been 
identified  by  the  General  Accounting  Office.  In  addition,  special,  one-time  reports  on 
particular  matters  frequently  are  mandated.  For  instance,  one  1978  act  along  (For- 
eign Relations  Authorization  for  Fiscal  Year  1979)  required  at  least  17  separate 
reports.  All  such  executive  branch  reports  are  generally  referred  to  one  or  more 
committees  for  analysis,  review  and  evaluation. 

18.  Biennial  oversight  reports. — Every  odd-numbered  year,  each  standing  commit- 
tee of  the  Senate  and  the  House  (except  for  the  Committees  on  Appropriations  and 
Budget)  is  required  by  law  to  submit  (by  March  31  in  the  Senate  and  by  January  2, 
in  the  House)  a  report  on  its  legislative  review  activities  during  the  previous 
Congress  (Legislative  Reorganization  Act  of  1970.) 

19.  Congressional  veto. — More  than  200  separate  provisions  in  more  than  150 
statutes  require  proposed  executive  branch  rules,  regulations,  activities,  or  other 
actions  to  be  submitted  to  Congress  for  advance  approval  or  possible  disapproval 
before  they  can  be  carried  out.  Although  a  majority  of  these  stipulate  that  either 
one  or  both  Houses  must  act  in  order  for  congressional  will  to  be  expressed  on  these 
matters,  in  a  number  of  instances  approval  or  disapproval  power  has  been  vested 
solely  in  appropriate  committees.  In  all  congressional  veto  procedures,  however, 
committees  play  a  key  role  in  the  review  and  evaluation  of  executive  proposals  and 
in  determining  whether  or  not  they  shall  become  effective. 

20.  Advance  congressional  or  committee  notification. — Without  specifically  autho- 
rizing approval  or  disapproval  of  proposed  executive  actions,  an  increasing  number 
of  laws  have  directed  agencies  to  transmit  to  Congress,  or  to  appropriate  committees 
thereof,  specific  data  about  a  variety  of  programs,  transactions,  plans  or  other 
activities  prior  to  their  implementation.  In  most  cases  these  provisions  set  forth  a 
fixed  period,  such  as  30,  60,  or  90  days,  during  which  action  on  a  proposal  must  be 
deferred,  unless  Congress  or  the  appropriate  committees  indicate  there  is  no  objec- 
tion to  proceeding  before  the  end  of  the  specified  time.  A  committee  has  the 
opportunity  during  the  deferred  period  to  examine,  hold  hearings  on,  and  evaluate 
the  intended  action  and  to  suggest  and  negotiate  modifications  or  even  the  with- 
drawal of  the  proposal,  although  it  lacks  statutory  approval  or  disapproval  power  as 
such.  At  least  70  different  matters  were  required  by  acts  passed  during  the  95th 
Congress  to  be  presented  in  advance  to  Congress  or  committees  for  their  considera- 
tion in  this  manner. 

Mrs.  Chisholm.  Thank  you  very  much,  Mr.  Gude. 

H.R.  2  allocates  specific  responsibilities  to  the  General  Account- 
ing Office  and  the  Congressional  Budget  Office,  as  well  as  the 
Congressional  Research  Service.  In  your  view,  would  the  allocation 
of  duties  in  the  bill  adversely  affect  the  Congressional  Research 
Service's  relationship  with  the  other  congressional  support  agen- 
cies? 

Mr.  Gude.  No;  I  don't  believe  there  is  any  problem  there.  We  are 
to  consult  and  cooperate  with  the  other  support  agencies  and  the 
congressional  committees  in  preparation  of  program  inventories 
and  program  reexaminations.  This  is  really  consistent  with  what 
we  do  already,  as  illustrated  by  the  examples  which  I  have  submit- 
ted in  my  testimony,  and  I  think  the  same  thing  could  be  said  for 
H.R.  65,  the  sunrise  bill,  which  would  require  statements  of  objec- 
tives for  new  programs. 

Both  of  these  bills  require  information  gathering,  research,  and 
policy  analysis  from  CRS,  and  we  do  all  of  that  now. 

The  workload,  I  think,  calls  for  a  very  careful  analysis  as  to  how 
this  would  be  managed  and  I  don't  know  whether  a  device  can  be 
developed  in  this  legislation  which  would  provide  for  a  1-  or  2-year 
dry  run  of  what  workloads  do  to  committees  and  the  support 
agencies  rather  than  trying  to  cast  this  into  concrete  in  the  first 
go-round. 
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Mrs.  Chisholm.  Thank  you  very  much. 

Mr.  Derrick? 

Mr.  Derrick.  Mr.  Gude,  thank  you  very  much  for  your  testimo- 
ny. I  look  forward  to  going  over  it  in  its  entirety.  I  just  take  this 
opportunity  to  thank  you  for  the  support  that  CRS  gives  to  the 
Congress,  and  I  have  participated  probably  not  as  much  as  I 
should,  but  I  have  gained  a  great  deal. 

Let  me  say  I  think  you  brought  out  a  real  concern  and  something 
that  we  need  to  be  ever  so  mindful  of  as  we  consider  both  of  these 
pieces  of  legislation,  and  maybe  I  won't  commit  myself  to  it  with- 
out thinking  about  it  for  some  time,  but  the  dry  run  may  be 
something  to  think  about  so  we  don't  end  up  with  just  a  pro  forma 
situation. 

I  think  that  is  a  real  concern. 

Mr.  Gude.  Give  it  a  lick  and  a  promise  if  it  is  too  formidable  and 
that  is  what  would  happen.  I  think  you  can  do  oversight  of  this 
legislation,  and  I  think  that  is  what  is  called  for  for  2  or  3  years 
following  the  enactment,  and  then  make  some  restructuring  and 
reallocation  of  workloads. 

Mr.  Derrick.  I  think  back  over  the  history  of  the  budget  process 
and  although  maybe  that  was  not  how  it  was  intended,  I  think 
probably  before  the  act  was  passed  in  1974  and  it  became  a  legisla- 
tive committee,  we  probably  had  a  dry  run  there. 

Maybe  that  is  what  caused  it  to  be  effective. 

I  thank  you  very  much  for  your  testimony. 

Mr.  Gude.  It  would  seem  there  is  more  opportunity  for  structur- 
ing and  flexibility  in  this  than  there  is  in  the  budget  measure,  that 
you  have  an  opportunity  to  work  within  where  the  budget  has  to 
go,  but  the  oversight,  you  can  move  it  faster  or  slower  as  the 
conditions  warrant. 

Mr.  Derrick.  This  is,  of  course,  what  we  are  trying  to  do  in  H.R. 
65  by  trying  to  mesh  it  in,  as  we  perceive  it,  at  least  closer  with  the 
process  as  it  stands  now  without  any  great  disruption — at  least  we 
hope  not — by  tagging  it  to  the  authorization  process  as  opposed  to 
arbitrary  deadlines. 

I  thank  you  very  much. 

Mr.  Gude.  Thank  you. 

Mrs.  Chisholm.  Thank  you,  Mr.  Gude. 

The  subcommittee  now  stands  adjourned. 

[Whereupon,  at  5  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene at  2  p.m.,  Wednesday,  June  6,  1979.] 
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WEDNESDAY,  JUNE  6,  1979 

House  of  Representatives, 
Subcommittee  on  the  Legislative  Process, 

Committee  on  Rules, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  notice,  at  2:05  p.m.,  in  room 
H-313,  the  Capitol,  Hon.  Shirley  Chisholm  presiding. 

Present:  Representatives  Chisholm,  Long,  Derrick,  and  Lott. 
Also  present:   Patti  Birge  Tyson,  counsel,  and  Berlon  Michael 
Mauldin,  minority  counsel. 
Mrs.  Chisholm.  The  subcommittee  will  come  to  order. 

OPENING  STATEMENT  OF  HON.  SHIRLEY  CHISHOLM,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mrs.  Chisholm.  This  afternoon  we  will  continue  our  hearings  on 
legislation  to  improve  program  review  by  the  Congress.  Today's 
witnesses  bring  to  the  subcommittee  an  additional  perspective  on 
the  proposals  before  us.  As  representatives  of  a  diverse  group  of 
public  and  private  organizations  their  chief  concern,  of  course,  is 
with  the  effect  of  program  review  on  the  end  product  and  that  is 
the  delivery  of  Government  programs  and  benefits. 

Specifically  we  are  interested  in  learning  how  improving  review 
here  in  the  Congress  will  be  translated  into  changes  into  programs 
of  interest  to  these  groups.  Federal  spending  programs  and  tax 
expenditures  affect  all  segments  of  the  public.  Accordingly,  we 
have  invited  witnesses  representing  a  broad  cross  section  of  the 
public,  including  labor,  business,  civil  rights,  and  the  public  inter- 
est organizations. 

We  look  forward  to  receiving  their  views,  different  as  they  might 
be  from  each  other,  and  to  incorporate  their  views  into  our  delib- 
erations. 

Our  subcommittee  chairman,  Gillis  Long,  will  be  again  with  us 
for  just  a  portion  of  the  hearing  and  he  would  like  to  make  a  brief 
statement. 

[Chairman  Long's  statement  follows:] 

STATEMENT  OF  HON.  GILLIS  W.  LONG,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  LOUISIANA,  CHAIRMAN  OF 
THE  SUBCOMMITTEE  ON  THE  LEGISLATIVE  PROCESS 

Mr.  Long.  Thank  you,  Mrs.  Chisholm. 
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Through  these  hearings,  we  are  compiling  a  comprehensive 
record  on  program  review.  Yet  though  our  knowledge  grows,  we 
are  still  venturing  into  uncharted  territory. 

As  I  look  at  all  the  material  that  has  been  presented  to  date,  it 
seems  to  me  to  show  while  we  are  all  seeking  the  same  destination, 
which  is  the  improved  review  of  programs  by  the  Congress,  it  also 
seems  to  be  that  the  route  we  often  take,  the  preferred  route,  is 
getting  less  obvious  and  getting  less  agreed  upon  as  we  move  along. 

The  proposals  before  us  would  make  substantial  changes  in  the 
legislative  process.  These  changes  cannot  be  taken  lightly.  The 
current  balance  between  the  appropriations,  authorizations,  and 
budget  processes  is  a  precarious  one.  One  need  only  view  the  saga 
of  this  year's  first  budget  resolution  to  witness  evidence  of  this 
fragility.  For  this  reason,  we  must  consider  Sunset,  Sunrise,  or  any 
other  proposal  within  the  broad  context  of  the  legislative  process. 

We  have  heard  many  times  in  these  hearings  that  programs 
don't  always  do  what  they  intended.  This  is  no  less  true  of  program 
review.  Just  because  this  one  deals  with  process  rather  than  sub- 
stance probably  makes  it  more  important  than  less  important  than 
those  dealing  with  substance. 

We  must  anticipate  the  probable  effects,  intended  and  unintend- 
ed, of  these  proposals.  If  changes  can  be  made  to  improve  these 
measures,  then  we  must  consider  such  changes.  If  a  different  ap- 
proach or  combination  of  approaches  is  preferable,  then  we  must 
consider  that  also.  The  need  for  better  review  is  clear.  We  must 
thus  have  the  determination  to  develop  the  most  logical  response. 

I  welcome  the  witnesses  today  and  urge  them  to  bear  these 
points  in  mind  in  their  testimony  and  answers  to  questions. 

Mrs.  Chisholm.  Thank  you,  Chairman  Long. 

I  was  wondering  if  there  were  other  members  on  the  subcommit- 
tee who  would  like  to  make  a  few  remarks  before  we  proceed. 

Mr.  Derrick? 

Mr.  Derrick.  I  have  no  remarks. 

Mrs.  Chisholm.  Before  we  hear  the  first  witness  let  me  reiterate 
that  we  do  request  a  5-minute  oral  summation  of  the  testimony. 
We  have  quite  a  number  of  persons  who  will  be  appearing  here 
this  afternoon.  Without  objection,  the  entire  statement  of  each 
witness,  along  with  any  attachments  that  he  or  she  may  have,  will 
be  made  a  part  of  our  permanent  hearing  record. 

Our  first  witness  is  Fred  Wertheimer,  senior  vice  president  of 
Common  Cause.  Mr.  Wertheimer. 

STATEMENT  OF  FRED  WERTHEIMER,  SENIOR  VICE  PRESIDENT, 

COMMON  CAUSE 

Mr.  Wertheimer.  Thank  you  very  much,  Madam  Chairwoman. 
We  appreciate  this  opportunity.  I  will  try  to  be  very  brief. 

We  support  H.R.  2.  We  believe  it  is  a  positive  response  to  real 
concerns  that  exist  in  the  country  about  Government  performance. 
We  obviously  are  open  to  any  suggestions  with  respect  to  details  of 
that  legislation. 

We  do  believe  that  some  of  the  basic  concepts  are  very  impor- 
tant. I  think  the  basic  goal  of  H.R.  2  and  a  lot  of  the  other  efforts 
that  are  being  talked  about  in  this  committee  relate  to  a  new 
approach  to  evaluation  by  the  Government,  something  that  is  be- 
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coming  almost  clear  on  its  face  at  the  point  when  we  are  dealing 
with  a  $500  billion  budget. 

We  are  dealing  with  a  tax  system  that  provides  $150  billion  in 
various  tax  preferences,  and  we  are  dealing  with  some  of  the 
constraints  we  see  in  terms  of  the  economy  and  in  terms  of  the 
availability  of  resources. 

The  record  of  oversight  and  evaluation  and  efforts  to  do  some- 
thing about  it  in  the  past  at  least  in  terms  of  congressional  ap- 
proach is  not  a  good  one.  That  is  one  of  the  reasons  that  we  believe 
that  periodic  termination  is  an  essential  element  of  a  new  review 
process  and  is  an  essential  element  of  H.R.  2. 

We  see  it  as  the  key  to  changing  and  to  really  setting  up  a  new 
system  of  oversight  and  evaluation  which  is  going  to  be  taken 
seriously  by  Congress. 

As  I  say,  there  have  been  efforts  in  the  past  to  do  this.  Oversight 
and  evaluation  are  not  very  glamorous  and  they  are  not  a  lot  of 
fun  and  they  don't  command  attention  in  and  of  their  own  weight. 
I  think  they  command  attention  today  because  of  the  circum- 
stances that  exist  in  the  country. 

We  see  four  key  elements  to  a  new  review  process.  First,  termi- 
nation as  a  process  to  really  force  a  new  way  of  dealing  with  how 
we  look  at  Government  programs,  whether  they  are  working,  how 
they  can  be  modified,  how  they  can  be  improved  and  how  they  can 
be  evaluated. 

Second,  coordination  of  that  review  process,  so  that  related  pro- 
grams can  be  examined  in  whole,  so  that  overlapping  programs, 
duplication,  inefficiencies  can  be  looked  at  at  the  same  time. 

Third,  we  strongly  favor  a  special  priority  evaluation  system 
within  this  approach  so  that  those  programs  that  deserve  or  are 
entitled  to  additional  emphasis  receive  it.  And  finally,  we  strongly 
support  coverage  of  the  tax  system. 

We  think  that  is  essential.  We  find  that  a  number  of  business 
groups  who  are  strong  supporters  of  the  sunset  concept  for  direct 
spending  programs  oppose  it  when  it  comes  to  the  tax  system. 

I  don't  think  there  is  any  way  of  getting  away  from  the  fact  that 
if  you  were  to  adopt  a  sunset  process  for  direct  spending  programs 
and  ignore  the  tax  system,  the  tax  system  would  in  effect  become  a 
direct  spending  program  system  of  much  greater  magnitude  than  it 
is  today. 

All  of  the  weight  of  the  programs  goals  that  are  involved  here 
would  simply  focus  and  shift  to  the  tax  system. 

Whatever  kind  of  new  review  process  and  evaluation  process  that 
exists  if  the  tax  system  is  left  out,  will  not  work. 

I  think  the  point  that  Representative  Long  made  about  the  need 
for  this  process  to  fit  into  the  budget  process  is  a  very  important 
one.  Sunset  legislation  when  drafted,  while  it  was  aware  of  the 
budget  process,  doesn't  necessarily  mean  it  was  drafted  in  a  way 
that  puts  it  into  synchronization  with  the  budget  process  and  how 
it  is  focusing. 

I  think  the  integration  of  that  is  also  an  essential  element  if  we 
are  going  to  have  any  chance  of  this  working. 

The  other  point  Representative  Long  raised  about  the  problems 
we  expect  is  a  very  legitimate  one.  There  are  differences  of  opinion 
and  this  is  not  an  easy  area.  However,  I  think  it  is  also  fair  to  say 
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unless  something  serious  is  done  in  a  way  that  has  bite,  at  the  end 
of  this  process  we  can  adopt  some  rules  and  adopt  some  changes 
and  we  won't  have  anything. 

We  do  have  a  long  history  of  the  Congress  at  least  at  times 
trying  to  struggle  with  oversight,  coming  up  with  some  ideas,  some 
changes  being  made  and  nothing  happening.  We  have  had  a  long 
history  in  the  appropriations  process.  It  took  something  as  funda- 
mental as  the  budget  process  that  was  adopted,  although  a  lot  of  us 
from  all  walks  of  life  had  to  get  used  to  it  and  obviously  we  are 
still  getting  used  to  it— but  it  took  something  as  fundamental  as 
that  to  have  impact  on  providing  a  more  orderly  budget  process  in 
the  Congress. 

It  will  similarly  take  something  as  fundamental  if  we  are  going 
to  do  something  about  evaluation  and  oversight. 

In  my  testimony  we  outline  some  of  the  differences  we  have  with 
Congressman  Derrick  over  his  bill.  We  have  had  a  number  of  talks 
with  his  staff.  We  hope  to  continue  the  talks. 

Our  main  concerns  are  the  lack  of  the  termination  process,  the 
lack  of  coverage  of  permanents,  the  lack  of  a  priority  evaluation 
system  and  the  limited  coverage  it  has  for  the  tax  system. 

We  certainly  recognize  that  Congressman  Derrick  is  approaching 
this  from  the  standpoint  of  trying  to  come  up  with  a  workable 
solution  and  one  that  is  passable. 

I  just  would  repeat  once  more  in  closing  that  unless  we  really  do 
something  fundamental  we  are  not  going  to  have  a  new  evaluation 
system  and  the  kind  of  attention  that  the  country  and  the  times 
now  demand  for  the  Congress  in  terms  of  dealing  with  our  budget 
and  with  our  tax  system  will  go  by  the  board. 

[Testimony  resumes  on  p.  421] 

[Mr.  Wertheimer's  prepared  statement,  with  attachments, 
follow:] 
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PREPARED  STATEMENT  OF  FRED  WERTHEIMER, 
SENIOR  VICE  PRESIDENT,  COMMON  CAUSE 

Madam  Chairwoman,  Common  Cause  is  pleased  to  have  this 
opportunity  to  testify  in  favor  of  Sunset  legislation  and 
to  endorse  H.  R.  2,  the  Sunset  Act  of  1979. 

Sunset  legislation  is  a  positive  Congressional 
initiative  designed  to  respond  to  very  real  public  concerns 
about  government  performance  and  spending.   During  1978, 
voters  in  11  states  approved  a  variety  of  ballot  questions 
designed  either  to  limit  taxation  or  to  impose  new  restrictions 
on  government  spending.   The  most  famous  of  these  measures  was 
Proposition  13.   Yet  the  so-called  taxpayers  revolt  is  probably 
not  so  much  a  reaction  against  the  levels  of  taxation  as  it  is  an 
expression  of  dissatisfaction  with  the  way  in  which  government 
is  using  tax  revenues.   A  national  poll  commissioned  by  the 
Washington  Post,  for  example,  found  that  Americans  aren't  nearly 
as  angry  at  how  much  they  have  to  pay  in  taxes  as  they  are  about 
what  they  believe  they  are  getting  from  government  in  return.   In 
all,  seven  of  every  eight  persons  in  the  survey  said  they  are  more 
concerned  about  the  way  tax  money  is  spent  than  the  amount  of 
taxes  they  pay. 

Citizens  are  upset  about  government  —  about  its  size, 
its  growth,  but  perhaps  most  particularly  about  its  performance. 
The  seeming  inability  or  unwillingness  of  Congress  to  modify 
or  end  government  programs  that  do  not  work  or  are  no  longer 
meeting  their  objectives  only  contributes  to  greater  public 
frustration. 

These  concerns  about  government  inefficiency  and  unres- 
ponsiveness are  real,  they  are  widespread,  and  they  are 
profoundly  troubling.   Common  Cause  is  not  anti-government. 
We  recognize  that  most  federal  laws  were  put  on  the  books 
by  officials  acting  to  remedy  legitimate  concerns  of  the 
public.   But  the  results  of  these  programs  are  simply  not 
evaluated  as  they  need  to  be.   Programs  that  were  initially 
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we 11 -conceived  often  grow  ineffective  or  unnecessary  as  cir- 
cumstances change.   The  federal  budget  is  overloaded  with 
uncontrollable  expenditures.   Old,  outmoded  programs  will  shut 
out  room  for  new  ideas  and  needed  programs. 

The  base  of  public  confidence  in  government's  ability  to 
solve  problems  is  perilously  thin.   This  public  dissatisfa'Qtibn  . 
with  government  undermines  the  very  foundation  of  our  repre- 
sentative democracy.   While  the  reasons  for  public  concern  are 
multiple,  the  failure  of  Congress  to  perform  its  oversight 
role  adequately  is  among  the  most  important.   Citizens 
recognize  that  federal  programs  created  a  decade  or  a  half 
century  ago  are  generally  not  subjected  to  the  type  of. 
critical  review  and  evaluation  which  would  reveal  whether 
the  programs  are  effectively  run  or  whether  they  still  serve 
the  public  interest. 

Common  Cause  believes  that  Sunset  is  the  mechanism  that 
can  establish  a  framework  for  systematic  and  comprehensive 
Congressional  oversight  of  federal  agencies,  programs,  and  tax 
expenditures.   Through  the  Sunset  process.  Congress  can  more 
accurately  assess  executive  agency  performance  and  can  work  to 
ensure  that  tax  dollars  are  spent  more  wisely  and  efficiently. 
Sunset  is  not  a  panacea,  but  it  is  a  positive  and  necessary  step 
which  will  improve  government  performance. 

Sunset  is  not  an  abstract  concept.   In  recent  years  it  has 
been  implemented  at  the  state  level  in  all  parts  of  the  country. 
Since  Sunset  was  first  proposed  by  Colorado  Common  Cause  in 
1976,  thirty-two  states  have  enacted  Sunset  statutes  as  a 
way  to  improve  government  performance.   Most  of  these  laws  are 
sound  and  include  the  basic  principles  that  Common  Cause  has 
advocated  for  Sunset  legislation  at  the  state  level.   Implementa- 
tion of  these  laws  has  begun  in  approximately  twenty-one  states. 
Most  legislatures  have  acted  responsibly  and  with  deliberation. 
For  example,  in  Colorado,  the  pioneer  of  Sunset,  thirteen  regulatory 
agencies  were  up  for  review  in  1977.   The  review  process,  in  the 
words  of  Colorado  public  affairs  professor  Michael  S.  March, 
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"produced  results  far  beyond  the  expectations  of  many  critics." 
I  would  like  to  submit  for  the  record  a  copy  of  Making  Government 
Work,  a  comprehensive  Common  Cause  report  describing  Sunset 
activity  at  the  state  level  which  we  issued  in  December  of  1978. 

Essential  Elements  of  Sunset  Legislation 

Common  Cause  believes  that  if  Sunset  legislation  is  to  be 
effective  at  the  federal  level,  it  must  include  four  essential 
elements  —  all  of  which  are  found  in  H.  R.  2  —  periodic  termin- 
ation, coordinated  review  of  similar  programs,  special  evaluation 
of  priority  programs,  and  coverage  of  tax  expenditures. 

First,  Sunset  legislation  must  provide  for  termination 
of  federal  programs  unless  they  are  evaluated  and  periodically 
reestablished  by  Congress.   H.  R.  2  establishes  a  ten  year 
timetable  for  review  of  virtually  all  government  programs  and 
regulatory  activities.   This  action-forcing  mechanism  — 
providing  the  threat  of  termination  —  lies  at  the  heart  of 
an  effective  Sunset  process.   The  basic  purpose  of  Sunset  is 
not  to  eliminate  authorizations  and  tax  expenditures.   While 
Sunset  can  result  in  the  termination  of  unjustified  programs,  it 
more  frequently  has  been  used  to  adjust  programs  in  response 
to  changing  economic  and  social  conditions. 

Questions  have  been  raised  about  whether  creating  the 
threat  of  termination  is  necessary  and  appropriate.   We  believe 
that  the  termination  provision  is  needed  to  spark  thorough 
Congressional  evaluation  of  federal  programs.   The  history  of 
Congressional  oversight  has  demonstrated  that  exhortation 
alone  is  not  enough.   The  Legislative  Reorganization  Act  of 
1946j  and  the  Intergovernmental  Cooperation  Act  of  3  968  are 
examples  of  laws  that  call  for  oversight  by  Congressional 
committees.   These  requirements  are  routinely  ignored. 

The  state  experience  is  again  instructive.   All  but  one 
of  the  thirty- two  state  Sunset  laws  include  the  threat  of 
termination,  and  it  has  proven  to  be  an  effective  tool.   A 
procedural  discipline  is  necessary.   Any  proposal  this  Sub- 
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committee  recommends  to  improve  committee  evaluation  and  oversight 
that  does  not  include  the  threat  of  termination  as  an  action- 
forcing  mechanism  is  unlikely  to  accomplish  any  more  than 
oversight  laws  already  on  the  books. 

H.  R.  2  guards  against  inadvertent  termination  with  a 
provision  that  would  extend  the  current  level  of  program 
funding  for  a  year  if  the  reauthorization  bill  is  vetoed  or 
detained  in  either  house.   H.  R.  2  would.alsQ  require  an   . 
authorization  waiver  resolution  be  brought  before  the  House 
by  the  end  of  the  second  session  of  a  Congress  for  any  pro- 
gram still  pending  before  a  committee  to  ^nsure  that  no 
program  would  be  terminated  without  a  majority  vote  in 
Congress. 

Second,  Sunset  legislation  must  establish  a  process  for 
coordinated  review  of  similar  programs.   The   present  Congres- 
sional authorization  process  alone  has  not  led  to  meaningful 
oversight.   Termination  is  needed  to  force  evaluation  and 
decisions.   Common  Cause  believes  that  programs  in  the  same 
policy  area  must  be  reviewed  simultaneously  in  order  to 
encourage  consolidation  and  responsible  pruning.   The 
overwhelming  increase  in  annual  authorizations  over  the  past 
five  years  has  added  to  Congressional  and  GAO  workloads.   H.  R. 
2  addresses  this  concern  by  providing  a  process  for  coor- 
dinating reviews  of  similar  programs  through  a  grouping,  by 
budget  subfunction,  of  programs  scheduled  for  termination. 
H.  R.  2's  requirement  for  preparation  of  an  inventory  of 
federal  programs  would  also  help  to. ensure  that  the  review 
process  is  disciplined  and  rational. 

Third,  Sunset  legislation  must  provide  for  special 
evaluation  of  priority  programs.   Common  Cause  has  always 
viewed  Sunset  as  a  critical  tool  for  forcing  increased  and 
improved  program  evaluation.   We  believe  that  Title  Ill's 
provisions  for  intensive  priority  reviews  are  necessary  to 
accomplish  this  objective..   Title  III  provides' a  Congressional 
process  for  selecting  certain  priority  programs  each  year 
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to  be  examined  intensively  by  Congressional  committees  with 
the  aid  of  appropriate  executive  branch  evaluations.   In  our 
view,  this  process  would  focus  limited  staff  and  financial 
resources  on  major  programs  or  those  which  require  a  greater 
degree  of  scrutiny.   Title  III  is  also  a  way  of  making  the 
workload  more  managable. 

Fourth,  Sunset  legislation  must  provide  for  review 
of  tax  expenditures  along  with  related  spending  programs. 
Common  Cause  last  spring  conducted  a  study  on  how  well 
Congress  scrutinizes  the  money  it  spends  through  the  tax 
expenditure  budget.   Our  study  found  that  nearly  90  percent  of 
the  items  in  the  tax  expenditure  budget  as  of  January  1,  1978, 
—  representing  97  percent  of  the  $136  billion  spent  through 
the  tax  system  --  were  permanent  and  received  little  or  no- 
review.   I  would  like  to  submit  for  inclusion  in  the  record 
a  copy  of  our  study.  Gimme  Shelters,  prepared  by  Kathy  Schroeher 
in  May  of  1978. 

Efforts  to  reduce  the  national  deficit  have  thus  far 
focused  almost  entirely  on  the  direct  spending  budget  which 
now  amounts  to  $530  billion.   But  there  is  currently  another 
estimated  $150  billion  in  federal  spending. —  which  is  growing 
at  a  faster  rate  than  any  other  part  of  our  federal  budget  — , 
that  has  been  largely  overlooked.   This  is  the  tax  expenditure 
budget,  which  increased  by  141  percent  from  1971  to  1978  until 
it  now  accounts  for  20  percent  of  the  total  the  federal  govern- 
ment spends.   The  tax  expenditure  budget  remains  outside  the 
present  process  of  Congressional  review  of  federal  programs 
and  is  developed  with  little  scrutiny  by  Congressional  tax 
committees  and  almost  no  coordination  with  substantive 
committees. 

Common  Cause  believes  that  tax  expenditures  should  be 
subject  to  periodic  review  under  Sunset  to  determine  if  they 
are  serving  a'  public  purpose  in  a  proper  way.   Failure  to  include 
tax  expenditures  in  Sunset  legislation  would  increase  reliance 
on  the  tax  expenditure  budget  and  efforts  to  expand  tax 
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expenditures,  particularly  in  times  of  budget  contraint. 
These  pressures  would  overload  the  tax  expenditure  system 
and  throw  the  budget  process  into  greater  imbalance.   Unless- 
Sunset  legislation  requires  periodic  evaluation  of  tax 
expenditures.  Congress  will  fail  to  review  an  essential  portion 
of  the  federal  government's  spending  programs. 

Some  major  business  groups  which  strongly  support  Sunset 
for  direct  spending  programs  and  regulatory  programs  argue 
that  the  application  of  Suns'et  to  tax  expenditures  would 
create  an  unhealthy  uncertainty  among  taxpayers  and  thus 
discourage  investment.   These  critics  suggest  that  business  ■■ 

must  be  able  to  count  on  a  stable  tax  climate  to  invest 
successfully.   Business  firms  commonly  cope  with  such  risks 
as  changes  in  consvuner  tastes,  bull  and  bear  markets,  and  many 
others.   It  is  difficult  to  justify  why  business  interests  feel 
they  should  be  able  to  count  on  the  continued  availability  of 
tax  incentives,  particularly  those  that  have  long  since 
outlived  their  usefulness. 

i     The  real  basis  for  the  uncertainty  argument  appears  to 
be  a  desire  by  some  to  escape  the  impact  of  a  systematic  review 
concept  for  tax  expenditures  that  they  are  perfectly  prepared 
to  see  applied  to  other  programs  that  do  not  directly  affect 
them.   They  want  to  be  assured  that  tax  expenditures  will  not 
be  eliminated  or  decreased.   That  is  another  way  of  saying 
let's  protect  tax  expenditures  in  perpetuity. 

A  tea  year  review  cycle  will  not  create  debilitating 
uncertainty  among  taxpayers.   In  fact,  it  could  add  a  degree 
of  certainty  and  stability  to  our  tax  laws  by  creating  a 
timetable  for  review  that  will  be  much  more  rational  than 
the  haphazard  approach  now  used. 

A  second  argument  frequently  raised  by  business  groups 
is  that  Sunset  of  tax  expenditures  would  lead  to  automatic 
tax  increases,  because  tax  credits,  deductions,  and  other 
preferential  forms  of  tax  treatment  might  be  permitted  to 
expire.   That  argument  implicitly  assumes  that  if  Congress 
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examines  business  tax  breaks,  it  will  generally  find  they 
are  ineffective  or  inefficient  —  and  maybe  both  —  and  will 
eliminate  them.   Sunset  makes  no  assumptions  about  the  merits 
or  demerits  of  particular  policies.   As  applied  to  tax 
expenditures,  it  is  revenue  neutral.   As  a  result  of  close 
examination.  Congress  may  decide  to  modify  a  particular  tax 
expenditure,  expand  or  extend  it,  or  permit  it  to  expire. 

The  automatic  tax  increase  argument  actually  turns 
traditional  notions  of  taxation  on  their  head.   Like 
individuals,  business  firms  are  subject  to  a  general  tax 
rate.   Tax  preferences  are  the  result  of  a  decision  made 
by  Congress  to  permit  a  special  dispensation  from  that  general 
rate  in  return  for  certain  kinds  of  behavior.   The  automatic 
tax  increase  argument  turns  this  conventional  view  upside 
down  by  making  the  special  dispensation  appear  to  be  ordinary 
and  the  general  rate  a  tax  increase. 

H.R.  65,  "Sunrise"  Legislation 

Madam  Chairwoman,  I  would  like  to  comment  on  H.  R.  65, 
the  "sunrise"  bill  introduced  by  Congressman  Butler  Derrick. 
While  we  share  Congressman  Derrick's  goals  of  improved 
Congressional  oversight  and  a  more  efficient  federal  government, 
we  do  not  feel  that  his  approach  is  a  substitute  for  Sunset  leg- 
islation. 

First,  Common  Cause  believes  that  the  program  evaluation 
components  and  scope  of  the  bill  are  not  adequate.   We  have 
always  viewed  Sunset  as  an  action-forcing  mechanism  for 
increased  and  improved  program  evaluation  and  Congressional 
oversight.   H.  R.  65  carries  no  threat  of  termination.   It 
would  increase  the  flow  of  evaluative  reports  to  Congress  with 
no  assurance  that  anything  would  be  done  with  them  by  requiring 
that  authorizing  legislation  state  specific  program  objectives 
and  that  agencies  prepare  annual  progress  reports.   We  do  not  see 
how  these  changes  by  themselves  will  significantly  improve 
Congressional  oversight  of  government  programs. 


202 


Another  deficiency  in  the  program  evaluation  component 
of  H.  R.  65  is  its  failure  to  select  priority  programs  for 
intensive  review.   Agencies  are  required  to  submit  only  brief 
annual  reports  on  progress. toward  meeting  objectives.   More 
intensive  program  evaluation  is  necessary  for  selected  priority 
programs  if  Congress  is  to  have  sufficient  information  and  incen- 
tive to  make  necessary  substantive  program  changes. 

H.  R.  65  also  needs  a  clear  process  to  require  review  of 
permanent  programs.   By  focusing  on  new  budget  authority, 
the  bill  overlooks  a  substantial  portion  of  government  programs 
and  does  not  establish  an  orderly  process  for  review.   These  may 
include  programs  most  in  need  of  review  because  of  the  lack  of 
scrutiny  they  have  received  in  the  past. 

Second,  Common  Cause  believes  that  coverage  of  tax  expenditures 
in  H.  R.  65  must  be  broadened.   Coverage  of  tax  expenditures  is 
fundamental.   It  is  the  most  significant  institutional  change  in 
the  bill.   But  H.  R.  65  does  not  go  far  enough.   It  is  essential 
that  all  tax  expenditures  —  not  just  new  or  increased  provisions  — 
be  periodically  reviewed  since  more  than  90  percent  of  the  tax 
expenditure  budget  is  permanent.   Otherwise,  the  action-forcing 
impact  of  Sunset  will  not  be  felt  fully  in  the  tax  field. 

Conclusion 

Madam  Chairwoman,  Common  Cause  believes  that  Sunset  legis- 
lation is  a  necessary  response  to  the  growing  demand  of  the 
American  people  for  a  more  effective  and  efficient  government. 
Sunset  provides  Congress  with  a  thoughtful  and  deliberative 
alternative  to  the  meat  ax  approach  of  cutting  government  spending. 
It  can  better  assure  that  the  fat  and  the  frivolous,  outmoded, 
and  unjustified  programs  are  cut  out,  so  effective,  workable  and 
needed  programs  don't  have  to  suffer  as  much  in  times  of  budget 
austerity.   Sunset  legislation  can  instill  the  discipline  necessary 
to  force  comprehensive  oversight  of  federal  agencies,  direct 
spending  programs,  and  tax  expenditures.   It  can  help  untangle 
overlapping  jurisdictions.   It  can  lead  to  the  rejuvenation  of 
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federal  agencies  and  programs,  and  it  can  terminate  programs 
that  no  longer  serve  a  public  purpose.   The  passage  of  a  strong 
and  effective  Sunset  law  will  demonstrate  to  the  American  people 
that  this  Congress  is  serious  about  making  the  federal  government 
work  more  effectively  and  efficiently. 
Thank  you. 


(The  two  attachments  referred  to  follow.) 
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INTRODUCTION 

Citizens  today  are  feeling  a  growing  frustration  with 
government  --  its  lack  of  responsiveness  and  its  lack  of  effec- 
tiveness.  In  testimony  before  the  Senate  Subcommittee  on  Inter- 
governmental Relations  in  April  of  1978,  pollster  Louis  Harris 
described  a  crisis  of  confidence  in  government  at  all  levels 
which  has  persisted  for  several  years.   High  confidence  in  state 
and  local  government  has  dropped  to  a  low  of  18  percent,  according 
to  Harris. 

The  factors  contributing  to  this  public  disenchantment 
are  widely  recognized.   Accountability  is  often  undermined  by 
secrecy  and  special  interest  domination.   Certain  essential  ser- 
vices are  not  delivered,  while  others  are  provided  in  an  ineffic- 
ient and  wasteful  manner.   A  recent  CBS/New  York  Times  poll  reveal- 
ed that  80  percent  of  the  American  public  think  that  government 
wastes  a  lot  of  our  tax  dollars.   The  success  of  California's 
Proposition  13  and  the  approval  of  eight  other  tax  or  spending 
limitation  measures  in  November  of  1978  indicate  that  if  govern- 
ment officials  do  not  respond  to  citizen  concerns  with  real  and 
responsible  remedies,  citizens  will  take  more  drastic  action. 

Common  Cause  believes  that  Sunset  legislation  —  first 
conceived  by  Colorado  Common  Cause  in  1975  and  now  law  in  29 
states  —  offers  a  significant  and  positive  response  to  the 
public's  concern  about  inadequate  government  performance.   The 
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purpose  of  this  report  is  to  explain  the  Sunset  concept  and  re- 
view state  Sunset  action  and  implementation  over  the  last  three 
years.   We  believe  that  this  information  will  be  of  value  to 
public  officials  and  citizens  who  are  working  to  improve  govern- 
ment performance  at  all  levels  of  government. 
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I.   THE  SUNSET  CONCEPT 

Sunset  is  the  brainchild  of  Colorado  Common  Cause  which 
had  grown  frustrated  with  more  traditional  attempts  to  reform 
Colorado's  regulatory  structure.   It  is  a  tribute  to  the  power 
of  ideas  in  our  political  process  that  three  years  after  the 
idea  was  first  broached,  2  9  states  had  enacted  Sunset  laws. 

Common  Cause  defines  Sunset  as  an  action-forcing  mechanism 
designed  to  increase  executive  branch  accountability  through 
improved  executive  and  legislative  evaluation  of  programs  and 
agencies.   While  Sunset  has  many  possible  applications,  a  typical 
Sunset  law  establishes  a  timetable  for  review  of  a  group  of  pro- 
grams, laws,  or  agencies.   These  would  terminate  on  certain 
established  dates  unless  affirmatively  recreated  by  law.   This 
threat  of  termination  is  the  mechanism  designed  to  force  evalua- 
tion. 

It  is  true  that  legislatures  already  have  the  power  to 
terminate  existing  programs  and  agencies,  but  they  seldom  exer- 
cise that  power.   There  is  a  grain  of  truth  in  the  saying  that 
"Old  agencies  never  die.   They  don't  even  fade  away,"   Programs 
and  agencies  tend  to  proliferate.   Evaluation  reports  generally 
sit  on  the  shelf.   The  reasons  are  not  mysterious  —  program 
evaluation  and  legislative  oversight  are  difficult,  time-consuming 
tasks.   It  is  easy  to  put  them  aside.   Most  legislators  look  ahead 
rather  than  behind.   They  are  extremely  busy  and  can  always 
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justify  doing  something  other  than  oversight.   Proposing  legisla- 
tion is  more  glamorous  than  reviewing  existing  laws. 

In  recent  years,  many  state  legislatures  have  made  improve- 
ments in  their  evaluation  work.   But  before  the  recent  wave  of 
Sunset  legislation,  most  legislatures  still  spent  far  too  little 
time  on  oversight  and  made  little  use  of  the  program  evaluation 
information  that  they  did  receive.   Sunset  is  designed  to  force 
legislatures  to  carry  out  their  oversight  responsibilities  in 
order  to  strengthen  state  government.   In  the  absence  of  affirma- 
tive action  by  the  legislature,  the  status  quo  is  changed  rather 
than  continued.   A  good  Sunset  process  will  result  in  a  partner- 
ship between  the  executive  and  legislative  branches  that  will 
result  in  improved  evaluation  work  by  the  executive  branch  as 
well. 

The  Common  Cause  Approach  to  Sunset* 

Common  Cause  views  Sunset  as  a  way  to  make  government  work. 
But  the  name  and  the  termination  mechanism  alone  are  not  enough. 
Sunset  should  not  be  a  tool  for  those  out  to  destroy  government. 
Nor  should  it  be  mere  rhetoric  designed  to  placate  the  public. 
Sunset  legislation  must  contain  the  institutional  arrangements 
necessary  to  guarantee  meaningful  and  thoughtful  program  evalua- 
tion.  Evaluation  is  the  key  to  the  goal  of  increased  accountability. 


*  For  a  more  extensive  discussion  of  Common  Cause's  approach  to 
Sunset,  see  Appendix  B,  beginning  on  page  81  ("Sunset  Implementa- 
tion:  A  Positive  Partnership  to  Make  Government  Work",  reprinted 
from  the  American  Society  for  Public  Administration's  Jan. /Feb. 
1978  Public  \dministration  P.eview)  ,  and  Appendix  E,  beginning  on 
page  96  ("Sun3et:   A  Proposal  for  Accountable  Government",  reprinted 
from  the  American  Bar  Association's  Summer  1976  Administrative  Law 
Review) . 
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Common  Cause  assumes  that  most  of  the  agencies  and  programs 
reviewed  will  be  continued.   The  test  of  whether  Sunset  is  working 
is  whether  agencies  are  made  more  responsive  and  accountable, 
not  merely  how  many  are  terminated.   Sunset  should  be  a  "yes, 
but..."  rather  than  a  "yes  or  no"  process.   Through  Sunset,  the 
legislature  says  to  most  agencies:   "Yes,  you  will  continue,  but 
you  are  going  to  shape  up."   If  Sunset  is  working  as  it  should, 
legislative  mandates  will  be  rewritten,  public  members  added  to 
boards  and  commissions,  and  other  reforms  instituted. 

In  order  to  ensure  that  Sunset  will  provide  real  opportuni- 
ties for  evaluation.  Common  Cause  has  identified  the  critical 
elements  of  an  effective  Sunset  review  process.   In  testimony 
before  a  U.S.  Senate  subcommittee  in  1976,  Common  Cause  Founding 
Chairman  John  Gardner  suggested  ten  basic  principles  essential 
to  any  workable  Sunset  law: 

First:   The  programs  or  agencies  covered  under  the  law 
should  automatically  terminate  on  a  date  certain,  unless  affirma- 
tively recreated  by  law. 

Second:   Termination  should  be  periodic  (e.g. ,  every  six 
or  eight  years)  in  order  to  institutionalize  the  process  of  re- 
evaluation. 

Third:   Like  all  significant  innovations,  introduction  of 
the  Sunset  mechanism  will  be  a  learning  process,  and  should  be 
phased  in  gradually,  beginning  with  those  programs  to  which  it 
seems  most  applicable. 

Fourth:   Programs  and  agencies  in  the  same  policy  area 
should  be  reviewed  simultaneously  in  order  to  encourage  consoli- 
dation and  responsible  pruning. 

Fifth:   Consideration  by  the  relevant  committees...  must 
be  preceded  by  competent  and  thorough  preliminary  studies. 
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Sixth:   Existing  bodies  (e.g. ,  the  executive  agencies,  evalua- 
tion units)  should  undertake  the  preliminary  evaluation  work,  but 
their  evaluation  capacities  must  be  strengthened. 

Seventh:   Substantial  committee  reorganization,  including 
adoption  of  a  system  of  rotation  of  committee  members,  is  a 
prerequisite  to  effective  Sunset  oversight. 

Eighth:  In  order  to  facilitate  review,  the  Sunset  proposal 
should  establish  general  criteria  to  guide  the  review  and  evalua- 
tion process. 

Ninth:   Safeguards  must  be  built  into  the  Sunset  mechanism 
to  guard  against  arbitrary  termination  and  to  provide  for  out- 
standing agency  obligations  and  displaced  personnel. 

Tenth:   Public  participation  in  the  form  of  public  access 
to  information  and  public  hearings  is  an  essential  part  of  the 
Sunset  process. 

Common  Cause  has  worked  hard  to  see  that  improved  evalua- 
tion is  the  principal  goal  of  state  and  federal  Sunset  legislation. 
We  have  been  quick  to  point  out  that  not  all  Sunset  legislation 
is  good.   In  1976,  Common  Cause  urged  Iowa  Governor  Ray  to  veto 
a  Sunset  bill  because  of  its  overly  broad  coverage  and  because 
of  the  lack  of  legislative  deliberation  that  preceded  passage. 
We  have  criticized  other  state  Sunset  legislation  on  similar 
grounds.   On  the  federal  level,  we  have  consistently  lobbied 
for  amendments  designed  to  make  Sunset  a  central  evaluation  tool 
of  Congress. 
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II.   STATE  ACTION 

Sunset  Legislation 

Since  the  Colorado  General  Assembly  enacted  Sunset  legisla- 
tion in  1976  (Appendix  C  beginning  on  page  85),  every  state 
legislature  has  at  least  considered  the  concept,  and  29  states 
have  enacted  Sunset  laws.*   In  addition,  Virginia  has  enacted  a 
law  creating  a  mandatory  review  process  for  state  agencies  or 
programs. 

Most  of  the  state  Sunset  laws  closely  follow  the  ten 
principles  suggested  by  Common  Cause,  establishing  the  institu- 
tional arrangements  necessary  to  make  them  work.   All  laws  ex- 
cept Alabama's  provide  for  automatic  termination,  the  action 
forcing  mechanism  designed  to  force  evaluation.   Twenty-five  of 
the  laws  establish  a  periodic  termination  schedule  to  help  insti- 
tutionalize the  review  process.   without  periodic  termination. 


*  Alabama  (Act  No.  512  of  1976),  Alaska  (Act  149  of  1977), 
Arizona  (S.B.  1001  of  1978),  Arkansas  (Acts  100,  392,  and  12  of 
1977),  Colorado  (K.B.  1088  of  1976,  S.B.  6  of  1977  and  S.B.  34 
of  1978),  Connecticut  (Chapter  614  of  1977),  Florida  (Chapter 
76-168  of  1976  and  Chapter  77-457  of  1977) ,  Georgia  (Act  613 
of  1977),  Hawaii  (S.B.  460  of  1977),  Indiana  (H.B.  2181  and 
H.B.  1763  of  1977  and  S.  Enr .  Act  No.  43  of  1978),  Kansas 
(H.B.  2976  of  1978),  Louisiana  (Act  No.  277  of  1976  and  Act 
No.  357  of  1978),  Maine  (L.D.  1206  of  1977  and  Chapter  683  of 
1978),  Maryland  (Chapter  808  of  1978),  Montana  (Chapter  562 
of  1977),  Nebraska  (L.B.  257  of  1977),  New  Hampshire  (Chapter 
436  of  1977),  New  Mexico  (H.B.  133  of  1977),  North  Carolina 
(Chapter  712  of  1977),  Oklahoma  (S.B.  138  of  1977),  Oregon 
(H.B.  2323  of  1977),  Rhode  Island  (Chapter  260  of  1977  and 
S.  2943  Sub.  A  of  1978),  South  Carolina  (H.B.  2635  of  1978), 
South  Dakota  (S.B.  1  of  1977  and  Acts  48  and  1335  of  1978), 
Tennessee  (Chapter  452  of  1977),  Texas  (S.B.  54  of  1977), 
Utah  (S.B.  63  of  1977),  Vermont  (Act  No.  183  of  1977),  and 
Washington  (Chapter  289  of  1977)  . 
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the  opportunity  to  hold  an  agency  accountable  for  complying  with 
the  mandate  of  the  original  review  process  is  limited. 

On  the  state  level.  Common  Cause  has  argued  strongly  that 
Sunset  should  be  phased  in  gradually  in  order  to  ensure  time 
to  establish  a  solid  foundation  for  evaluation.   Twelve  states 
have  followed  Colorado's  lead  and  focused  coverage  on  regulatory 
activities.   Common  Cause  has  advocated  beginning  with  regulatory 
agencies  because  they  have  a  heavy  cost  impact  on  the  economy 
and  are  a  source  of  much  citizen  dissatisfaction  with  government. 
In  addition,  regulatory  agencies  are  given  little  scrutiny  in 
the  budget  process  because  they  generally  involve  little  in  direct 
state  appropriations.   Nine  state  laws  are  selective  in  coverage 
and  include  regulatory  activities  plus  certain  advisory  bodies 
or  departments.   Seven  laws  apply  Sunset  to  all  or  almost  all 
government  agencies  or  programs. 

All  of  the  laws  organize  agencies  by  policy  area,  making 
it  possible  to  eliminate  duplication  and  improve  coordination. 
Nineteen  of  the  laws  require  preliminary  reports  to  be  prepared 
by  existing  government  bodies.   This  preliminary  evaluation  work 
is  critical  to  a  responsible  process  because  it  provides  legisla- 
tors with  information  which  helps  them  refine  the  goals  and 
purposes  of  agencies.   The  quality  of  the  resulting  reports 
depends  on  the  objectivity  and  resources  of  the  staff  doing  the 
work.   Appropriate  state  entities  can  be  found  to  perform  the 
evaluation  t ^sk  and  must  be  provided  the  resources  to  do  an 
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adequate  job.   North  Carolina  established  an  independently  staffed 
commission  to  do  the  preliminary  evaluations. 

All  of  the  laws  contain  general  criteria  to  guide  the 
evaluation  process  and  ensure  a  relatively  consistent  work  pro- 
duct.  All  but  six  require  wind-up  periods  for  terminated  agencies 
to  conclude  their  affairs.   All  but  three  laws  require  public 
hearings  —  one  step  in  the  essential  task  of  ensuring  a  review 
process  that  is  open  and  accessible  to  citizens. 

A  chart  with  an  overview  of  how  the  29  state  Sunset  laws 
comply  with  Common  Cause's  ten  principles  is  on  the  following 
page  and  a  summary  of  the  laws  appears  in  Appendix  A  beginning 
on  page  48 . 

In  addition  to  the  2  9  state  laws  which  have  been  enacted, 
three  Governors  have  vetoed  Sunset  bills.   In  1976,  the  Iowa 
legislature  passed  a  Sunset  bill  covering  a  host  of  departments 
and  regulatory  agencies.   At  Common  Cause's  urging.  Governor  Ray 
vetoed  the  bill  because  of  its  overly  broad  coverage  and  because 
it  was  hastily  approved  without  a  public  hearing  or  serious 
legislative  debate.   In  1978,  West  Virginia  Governor  Rockefeller 
vetoed  a  bill  providing  for  termination  of  all  of  state  govern- 
ment by  1983,  arguing  that  it  was  overbroad.   Mississippi  Governor 
Finch  vetoed  a  bill  covering  seventy  agencies  by  1982  as  too 
burdensome  for  the  part-time  legislature. 
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SUNSET  OVERVIEW: 

How  the  29  State  Laws 
Comply  with  Common  Cause's  Ten  Principles 
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EXPLANATORY  NOTES: 

•  The  numbers  ai  the  I  ip  of  the  chart  refer  to  nine  of  Common 
Cause's  ten  principles  The  seventh  principle,  referring  to 
committee  reorganiiai  .,  is  of  primary  concern  at  the  federal 
level  so  was  not  includ*     in  the  chart. 

•  Principle  3  Defined  .is  laws  aimed  primarily  at  regulatory 
activities  or  at  only  a  manageable  number  of  programs  or 


agencies. 

•  Principle  5:  Defined  as  law.^  ' 


■ndaling  preliminary  studies 


by  legislative  staff  other  than  the  reviewing  legislative  com- 
mittees or  the  agency  itself 

•  Principle  6:  Refers  only  to  laws  which  use  existing  bodies  to 
undertake  preliminary  evaluation.  Few  states  have  allocated 
resources  for  additional  staff. 

•  Principle  9:  Refers  only  to  laws  providing  for  a  wind-up 
period  for  terminated  agencies  or  programs.  Most  laws  pro- 
vide for  outstanding  agency  obligations  and  displaced  per- 
sonnel. 
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Sunset  Implementation 

The  experience  in  the  nine  states*  that  implemented  Sunset 
legislation  in  1977-78  has  generally  been  positive.   With  the 
exception  of  Alabama,  legislative  action  has  been  responsible 
and  has  been  based  on  evaluation  and  deliberation.   Some  agencies 
have  been  terminated,  but  most  have  been  recreated  with  modifi- 
cations designed  to  improve  their  performance. 

To  gather  specific  information  on  how  Sunset  is  being 
implemented  in  the  states.  Common  Cause  conducted  an  informal 
survey  of  the  twenty  states**  where  legislative  decisions  have 
been  made  for  some  agencies  or  where  the  legislature  faces  deci- 
sions in  1979.   Common  Cause  interviewed  the  legislative  staff 
responsible  for  conducting  the  preliminary  reviews  as  well  as 
key  legislators  in  several  states.   Survey  questions  focused  on 
three  aspects  of  the  implementation  experience  which  are  of 
special  importance  to  establishing  a  comprehensive  and  effective 
review  process:   evaluation  process,  legislative  deliberation, 
and  public  participation.   This  focus  reflects  Common  Cause's 
belief  that  a  successful  Sunset  review  must  include  preliminary 
evaluation  by  a  staff  independent  of  the  agency  under  review, 
followed  by  thorough  legislative  consideration  which  encourages 
public  participation. 


*  Alabama,  Colorado,  Florida,  Georgia,  Hawaii,  Nebraska,  New 
Mexico,  Oklahoma,  and  South  Dakota. 

**  Alabcima,  Alaska,  Arkansas,  Colorado,  Florida,  Georgia,  Hawaii, 
Louisiana,  Montana,  Nebraska,  New  Mexico,  North  Carolina, 
Oklahoma,  Oregon,  Rhode  Island,  South  Dakota,  Tennessee,  Texas, 
Utah,  and  Washington. 
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Appendix  A  beginning  on  page  48  summarizes  the  29  state 
laws  and  describes  in  detail  the  implementation  experience  of 
each  state  as  of  November  1978.   This  section  begins  with  a 
discussion  of  how  Sunset  should  and  should  not  work  with  examples 
from  the  first  two  states  to  implement  Sunset  legislation  in  1977 
Colorado  and  Alabama.   In  Colorado  the  experience  was  a  good 
first  effort  while  in  Alabama  a  poorly  conceived  law  produced 
much  frustration.   The  section  concludes  with  a  general  discus- 
sion of  the  three  aspects  of  the  implementation  experience  that 
were  the  focus  of  the  Common  Cause  survey. 

Thirteen  Colorado  agencies  were  scheduled  to  terminate  in 
1977.   Two  outside  evaluations  were  conducted  for  each  agency. 
The  Legislature  allowed  three  boards  to  expire,  consolidated 
two  boards,  and  re-established  three  others  with  modifications 
designed  to  improve  their  performance.   Action  on  five  agencies 
was  postponed  to  allow  for  further  study.   All  five  were  re- 
established in  1978  with  modifications. 

Besides  the  accomplishments  of  Colorado's  formal  review 
process,  there  have  been  examples  of  improved  agency  responsive- 
ness.  Agencies  scheduled  for  termination  in  future  years  sub- 
mitted legislation  to  reform  their  operations.   Facing  the  cer- 
tainty of  close  public  scrutiny,  rules  and  regulations  were 
changed  to  increase  agency  accountability  to  the  public  and 
streamline  administrative  procedures. 
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The  major  frustrations  during  initial  implementation  of 
the  Colorado  law  in  1977  were  caused  by  scheduling  problems. 
The  first  evaluation  reports,  which  had  to  be  prepared  in  only 
a  few  months,  were  not  available  until  far  into  the  legislative 
session.   This  contributed  to  the  postponement  of  public  hearings 
and  pushed  legislative  deliberation  and  action  into  the  last 
hectic  weeks  of  the  session.   The  law  has  since  been  cimended  to 
require  completion  of  the  performance  audits  before  the  Legis- 
lature convenes. 

The  1977  experience  in  Alabama  was  a  case  study  in  how  a 
Sunset  process  should  not  work.   The  Alabama  Sunset  law  — 
which  should  be  termed  a  "High  Noon"  law  instead  —  requires  the 
Legislature  to  vote  "yes"  or  "no"  on  whether  to  continue  approxi- 
mately 100  agencies  and  all  other  "units  of  government"  over  a 
four  year  period.   Confusion  over  the  appropriate  time  to  review 
the  unspecified  agencies  caused  the  House  to  vote  on  over  200 
agencies  in  only  three  hours  in  1977,  only  to  repeat  the  process 
in  1978.   A  similar  blitz  of  voting  took  place  in  the  Senate 
in  1978. 

Because  of  the  crushing  workload,  few  detailed  evaluations 
were  prepared,  and  the  information  that  was  assembled  was  not 
used  to  change  statutes  or  adjust  budgets.   The  evaluations  which 
were  prepared  both  years  focused  primarily  on  compliance  with 
state  laws  dealing  with  budgeting  and  fiscal  matters  instead  of 
on  how  well  the  agencies  serve  the  public. 
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(1)   Evaluation  Process 

Preparation  of  preliminary  evaluation  reports  by  a  staff 

independent  of  the  agencies  under  review  has  become  a  common 
practice  in  states  implementing  Sunset  laws  even  though  several 
laws  do  not  require  them.   The  resulting  reports  have  provided 
the  basis  for  informed  discussion  by  those  legislative  commit- 
tees responsible  for  making  recommendations  to  the  legislature. 
In  addition,  most  states  have  been  successful  in  completing  some 
kind  of  performance  review  on  every  agency  scheduled  for  termi- 
nation in  the  first  cycle. 

Exceptions  to  this  trend  are  Alabama,  Arkansas,  and  Louisiana 
which  have  laws  covering  all  of  state  government.   In  Alabama, 
reports  resemble  financial  audits  more  than  performance  reviews. 
They  have  been  prepared  only  for  those  agencies  specifically 
mentioned  in  the  law.   It  was  impossible  to  prepare  reports  on 
all  of  the  269  unspecified  agencies  also  covered  by  the  law  and 
voted  on  by  the  Legislature  this  year.   In  Louisiana,  the  standing 
committees  may  or  may  not  have  staff  prepared  reports  for  all 
agencies  by  the  1979  session.   Little  staff  work  was  done  in 
1978  when  five  agencies  were  reviewed  and  recreated.   The  law 
does  not  require  evaluation  reports  and  leaves  the  review  proce- 
dure up  to  the  individual  committees  which  are  to  be  staffed 
by  the  Legislative  Council. 

The  Arkansas  law  schedules  160  agencies  for  termination  in 
the  first  cycle  in  1979.   The  Division  of  Legislative  Audit 
was  origina' ly  required  to  prepare  performance  audits  for  every 
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agency  under  review.   The  impossibility  of  that  task  was  a  major 
factor  in  amending  the  law  to  establish  a  selective  review  pro- 
cess similar  to  a  provision  included  in  the  federal  Sunset  bill 
(S.  2)  at  Common  Cause's  suggestion  (Appendix  G  beginning  on 
page  117  summarizes  action  on  federal  Sunset  legislation) . 
Although  S.2  provides  for  the  review  of  most  federal  programs  in 
ten  years,  standing  committees  would  select  at  the  beginning  of 
each  session  which  programs  are  to  receive  in-depth  evaluation. 
In  Arkansas,  each  joint  interim  committee  will  submit  a  request 
for  performance  audits  from  among  the  agencies  assigned  to  them 
for  review.   If  these  requests  are  still  too  numerous,  the 
Legislative  Auditing  Committee  will  determine  the  final  workload. 

(a)   Staffing  the  Preliminary  Evaluation  Work 

Sunset  laws  which  specify  preliminary  review  studies  assign  the 
task  to  existing  legislative  audit,  fiscal  research,  or  committee 
staff.   This  has  also  been  the  practice  of  state  legislatures 
which  have  requested  the  preparation  of  evaluation  reports  even 
though  they  are  not  required  in  their  laws.   The  most  common 
designation  has  been  legislative  audit  staff  which  in  several 
states  have  a  performance  review  section.   The  only  exception 
is  North  Carolina  where  the  law  created  a  special  commission 
which  could  hire  its  own  staff. 

Funds  for  additional  staff  with  needed  skills  have  rarely 
been  allocated,  however.   With  the  exceptions  of  Georgia,  Oregon, 
Tennessee,  and  Texas,  the  states  have  had  to  reassign  current 
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staff  in  order  to  accommodate  Sunset.   The  only  other  response 
to  coping  with  this  added  workload  is  to  allow  some  shift  in 
responsibilities  or  priorities.   Alaska's  Legislative  Audit 
Division,  for  example,  was  relieved  of  federal  grants  compliance 
audits,  and  Oklahoma's  Fiscal  Services  Division  has  forewarned 
the  legislature  of  a  need  to  shift  priorities  in  the  future  when 
larger  agencies  are  scheduled. 

None  of  the  states  has  relied  on  executive  branch  budget 
departments  for  a  major  role  in  the  evaluation.   The  Washington 
law  mandates  participation  by  the  Office  of  Financial  Management 
(OFM) ,  but  this  is  basically  the  inclusion  of  the  OFM's  comments 
on  the  final  evaluation  report  prepared  by  Legislative  Budget 
Committee  staff.   Other  states,  such  as  Montana  which  consulted 
the  Governor's  Office  of  Budget  and  Program  Planning,  have 
obtained  some  information  from  executive  budget  departments  but 
their  role  has  been  minimal. 

Few  of  the  agencies  under  review  were  either  required  or 
chose  to  prepare  their  own  evaluation  reports.   Hawaii,  Rhode 
Island,  and  Texas  are  the  only  states  where  laws  require  some 
type  of  agency  self -evaluation.   The  Hawaii  law  requires  "impact 
statements"  from  the  reviewed  agencies  assessing  whether  or  not 
it  is  in  the  public  interest  to  regulate  the  service  or  activity. 
In  practice,  the  Legislative  Auditor's  Office  is  reviewing  these 
statements  and  making  its  own  recommendations  to  the  legislature. 
In  Rhode  Island,  the  law  requires  the  preparation  of  evaluations 
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by  the  Legislature's  Auditor  General  as  well  as  a  written  state- 
ment from  each  agency  demonstrating  sufficient  public  need  for 
continuation.   The  Texas  law  requires  agency  self -evaluations 
which  are  part  of  the  information  base  used  by  the  Legislative 
Budget  Board  to  prepare  independent  evaluation  reports. 

In  Colorado,  the  Department  of  Regulatory  Agencies  (DORA) , 
the  umbrella  department  for  the  agencies  covered  in  the  Colorado 
law,  chose  to  present  its  own  reports.   A  $25,000  federal  grant 
from  the  Department  of  Health,  Education  and  Welfare  provided 
DORA  in  1977  with  the  aid  of  a  University  of  Colorado  professor- 
student  team  from  the  Graduate  School  of  Public  Affairs  which 
prepared  the  reports.   Although  this  assistance  is  no  longer 
available,  department  staff  is  working  on  reports  which  will 
provide  background  material  for  task  forces  composed  of  represen- 
tatives from  the  regulated  professions,  consumer  representatives, 
and  legislators.   Task  force  recommendations  will  be  incorporated 
in  the  reports  which  will  go  to  the  Legislature. 

(b)   Criteria 

All  of  the  Sunset  laws  contain  some  type  of  review  criteria 
to  guide  the  staff  evaluators  and  the  legislature.   Criteria 
from  the  Florida  and  Colorado  laws  have  been  imitated  frequently. 
According  to  evaluation  staff,  these  criteria  have  been  used 
widely  as  the  starting  point  for  reviews  of  regulatory  activities 
and  have  been  adapted  for  some  other  agencies  and  programs.   In 
general,  the  evaluators  found  that  the  criteria  have  helped 
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establish  a  consumer  protection  focus  to  the  review  process  and, 
used  together,  have  promoted  the  use  of  a  two  step  line  of  in- 
quiry.  The  Florida  criteria  provide  the  first  step  by  question- 
ing the  public  need  for  the  agency  or  law  being  reviewed  while 
the  Colorado  law  assumes  need  and  asks,  through  a  series  of 
questions,  how  the  agency  or  law  could  function  better.   Evalua- 
tors  in  Colorado  and  other  states  where  laws  do  not  specify  the 
public  need  criterion  are  usually  making  it  a  part  of  their 
review. 

Several  states  have  mentioned  one  complication  in  using 
the  criteria  —  difficulty  in  collecting  relevant  data.   Neces- 
sary information  was  sometimes  hard  to  locate  or,  more  often, 
had  never  been  collected.   Measuring  the  degree  of  consumer 
protection  and  the  costs  of  regulation,  especially  for  small 
boards,  were  particularly  difficult.   The  Sunset  review,  however, 
has  spurred  agencies  to  organize  information  better  and  establish 
new  data  collection  systems  for  future  reviews  under  the  Sunset 
laws. 

Sunset  laws  which  cover  most  or  all  of  state  government 
have  relied  more  on  general  criteria  which  seek  an  identifica- 
tion of  program  objectives  or  functions,  whether  they  have  been 
achieved,  and  whether  any  duplicative  activities  exist  in  other 
agencies. 

(c)   Collection  of  Agency  Data  and  Views 

Evaluation  staff  in  different  states  have  followed  similar 
procedures  in  collecting  data  for  their  reports:   written 
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questionnaires  submitted  to  the  agencies,  personal  interviews 
with  agency  representatives  or  staff,  and  examination  of  agency 
records.   Evaluators  with  the  time  and  resources  have  devoted 
considerable  time  to  this  data  gathering  and  have  submitted 
questionnaires  to  licensees  and  regulated  institutions. 
Tennessee's  program  evaluation  division,  for  example,  has  sent 
questionnaires  to  users  of  services  of  a  few  agencies.   For 
example,  for  the  Board  of  Accountancy,  they  have  canvassed 
accounting  customers,  such  as  banks  and  businesses. 

Legislatures  have  chosen  one  of  two  procedures  for  soli- 
citing agency  comments  on  their  reports.   Some  states,  such  as 
Montana  and  Nebraska,  have  sent  advance  copies  of  their  report 
to  the  agency  for  written  comments  which  then  become  a  part  of 
the  report  given  to  the  review  committees.   Other  states,  such 
as  Florida  and  Oregon,  release  their  reports  to  the  committee 
and  the  agencies  at  the  same  time.   Agency  reaction  is  then  pre- 
sented at  the  public  hearings. 

Opinions  differ  on  which  is  the  better  practice.   S^ubmitting 
an  advance  copy  for  agency  comment  is  viewed  by  some  as  a  way 
to  reduce  a  potentially  harmful  adversarial  role  between  evalua- 
tors and  agency  officials  by  inserting  agency  reactions  and 
corrections  in  the  report  before  it  goes  to  legislators  and  the 
media.   Proponents  of  the  second  approach  think  review  committee 
members  should  see  reports  first  so  they  are  not  bombarded  with 
questions  or  criticisms  by  the  press  or  the  affected  constituency 
before  they  have  seen  the  report  findings. 
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(d)   Presentation  of  Tindings 

The  evaluation  reports  are  quite  diverse  in  appearance, 
ranging  from  New  Mexico's  50  page  report  on  19  boards  to  a  140 
page  report  in  Tennessee  on  the  Board  of  Accountancy.   The 
approach  taken  in  presenting  the  data  falls  into  two  broad  cate- 
gories:  a  basic  informational  document  with  little  evaluation 
or  a  document  reflecting  minimal  to  considerable  analysis  with 
recommendations,  alternatives,  or  a  combination  of  the  two. 
The  evaluation  staff  in  most  states  have  chosen  to  offer  some 
recommendations  or  alternative  solutions.   Specific  recommenda- 
tions were  more  common  in  areas  concerning  procedures  or  adminis- 
trative practices  than  on  basic  policy  questions. 

States  like  Alabama,  Arkansas,  and  Oklahoma  are  examples 
of  the  first  category.   They  have  prepared  background  pieces 
which  tend  to  be  brief  and  which  basically  leave  the  evaluation 
decisions  to  the  review  committees.   There  are  several  variations 
in  the  second  category  of  report  format.   In  Florida,  Hawaii, 
Oregon,  and  several  other  states  a  series  of  recommendations  have 
been  presented,  including  several  for  termination.   Other  states 
like  Montana,  Nebraska,  and  Tennessee  have  preferred  offering 
alternative  proposals  without  stating  particular  recommendations. 
Still  others  including  New  Mexico,  Utah,  and  the  DORA  reports 
in  Colorado  have  offered  recommendations  with  back-up  alternatives. 

All  states  agreed  that  a  short  summary,  possibly  detachable 
from  the  main  report,  is  advisable.   Few  legislators  in  Colorado 
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attempted  to  digest  the  evaluation  reports.   In  contrast,  New 
Mexico's  brief  presentation  was  quite  widely  read  and  used. 
Montana  plans  to  distribute  a  summary  report  to  all  legislators 
at  the  beginning  of  the  session  in  addition  to  making  the  indivi- 
dual reports  available.   This  should  increase  legislative  use 
of  the  reports,  particularly  by  legislators  who  are  not  members 
of  the  review  committee. 

(e)   Costs 

Little  information  is  available  on  the  costs  of  preparing 
the  Sunset  evaluation  studies.   The  Colorado  State  Auditor's 
Office  did  provide  some  guidance  by  determining  that  the  first 
thirteen  reviews  cost  $133,315  to  produce  in  1977.   Almost  half 
the  money,  over  $60,000,  was  spent  in  reviewing  the  Public 
Utilities  Commission  and  the  Insurance  Division. 

The  Legislative  Fiscal  Analyst  in  Nebraska  has  also  esti- 
mated costs  for  its  1977  and  1978  evaluation  work.   In  1977, 
reports  were  prepared  for  five  licensing  boards  and  the  Depart- 
ment of  Economic  Development.   The  Analyst's  office  estimates 
that  the  reports  cost  $7,460  in  staff  time  and  printing  expenses. 
The  1978  reports  for  four  regulatory  boards  and  the  state  Office 
of  Planning  and  Programming  cost  approximately  $8,420. 

Two  factors  tend  to  inflate  these  initial  cost  estimates. 
First,  early  Sunset  reviews  involve  some  start-ap  costs.   The 
task  of  determining  appropriate  methods  for  examining  Sunset 
criteria,  for  example,  requires  considerable  time  and  effort. 
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Second,  most  of  the  laws  have  focused  on  occupational  and  pro- 
fessional licensing  boards  which  have  been  subject  to  little 
legislative  scrutiny  in  the  past.   As  a  result,  evaluators  have 
often  started  from  scratch  in  researching  and  reviewing  these 
boards  and  their  underlying  statutes.   These  problems  should 
lessen  in  future  reviews. 

Some  critics  of  Sunset  have  analyzed  the  benefits  of  the 
review  process  strictly  in  terms  of  cost  effectiveness.   They 
have  noted  that  many  of  the  agencies  subject  to  Sunset  review 
so  far  are  boards  with  small  budgets  covered  mostly  by  license 
fees,  yet  thousands  of  dollars  are  being  spent  to  evaluate  them. 
One  factor  that  is  ignored  in  that  criticism  is  the  difficulty 
of  placing  a  dollar  value  on  the  procedural  and  statutory  changes 
resulting  from  the  review  process  --  such  as  improving  consumer 
complaint  procedures  or  adding  public  members.   Another  factor 
ignored  by  critics,  and  perhaps  the  most  fundamental  benefit  of 
Sunset  activity,  is  how  Sunset  has  contributed  to  increased 
legislative  experience  and  interest  in  oversight  work. 

(f )   Lessons 

Two  additional  lessons  were  mentioned  by  staff  in  more  than 
one  state.  One  is  the  importance  of  keeping  all  interested 
parties  informed  from  the  beginning  of  the  review  so  the  adver- 
sarial nature  of  the  process  is  minimized.  By  explaining  goals 
and  procedures  to  agency  officials  and  affected  groups  from  the 
start,  states  like  Montana  minimized  anxiety  and  increased  pro- 
ductive assistance  during  the  review. 
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The  other  approach  which  worked  well  was  first  mentioned 
by  New  Mexico  staff.   They  suggested  recommending  changes,  when 
possible,  that  could  apply  to  all  or  several  boards.   Equal 
treatment  fostered  an  atmosphere  of  fairness  and  increased  com- 
pliance.  Individual  boards  did  not  want  to  stand  alone  in  being 
unresponsive . 

(2)   Legislative  Deliberation 

Since  the  somewhat  rushed  Sunset  deliberations  of  the 
Alabama  and  Colorado  legislatures  in  1977  there  have  been  notable 
improvements  in  the  time  allotted  for  Sunset  by  review  committees 
and  by  the  full  legislature  in  most  of  the  states.   While  few 
state  laws  mandate  a  schedule  for  legislative  action  beyond  the 
completion  of  evaluation  reports,  lack  of  time  was  not  as 
significant  a  problem  in  1978. 

(a)   Use  of  the  Legislative  Interim 

The  major  reason  for  the  improved  time  situation  has  been 
the  extensive  use  of  the  interim  between  legislative  sessions 
by  the  preliminary  review  committees  in  all  states  except 
Colorado.   As  a  result,  committee  members  have  been  able  to  give 
more  focused  attention  to  the  review  process  than  would  be  pos- 
sible during  the  session.   Several  states  reported  holding  more 
interim  meetings  than  usual  to  allow  more  time  for  deliberations. 
Attendance  was  good  and  questions  were  often  probing. 
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The  most  thorough  legislative  work  was  usually  accomplished 
at  this  stage.   In  Florida,  for  example,  legislators  partici- 
pated actively  in  interviewing  agency  officials  and  surveying 
affected  citizens.   In  South  Dakota,  numerous  documents  relevant 
to  the  regulation  under  review  were  absorbed  and  extensive  testi- 
mony received.   The  interim  committees  in  Arkansas,  Florida, 
South  Dakota,  and  Tennessee,  among  others,  divided  into  sub- 
committees to  distribute  the  workload  and  allow  for  more  thorough 
review. 

Two  factors  have  placed  time  constraints  on  interim  delibera- 
tions in  some  states  —  a  lack  of  start-up  time  to  prepare  for 
implementation  and  a  large  number  of  agencies  to  be  reviewed  in 
the  first  year's  schedule.   Of  the  states  which  had  agencies 
scheduled  for  termination  for  the  first  time  in  1978,  only  Florida 
provided  for  a  full  year  to  prepare  for  Sunset  implementation. 
The  Florida  Legislature  established  a  joint  committee  to  study 
implementation  and  followed  its  recommendations  in  modifying 
the  Sunset  schedule  before  work  began  officially  on  the  first 
cycle.   In  contrast.  Sunset  laws  in  other  states  which  scheduled 
terminations  in  1978  were  enacted  in  1977  between  February  and 
May.   That  left  only  a  few  months  to  prepare  evaluation  reports 
and  decide  on  committee  recommendations. 

Arkansas  provides  an  example  of  a  state  with  a  heavy  review 
schedule.   With  160  agencies  slated  for  termination  in  1979,  the 
legislative  review  committees  have  been  overwhelmed  with  the 
enormity  o:  the  task.   Although  they  have  held  extra  meetings 
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for  Sunset  review,  the  tendency  is  to  recommend  only  continuation 
for  functioning  agencies  because  of  the  pressure  of  time,  thus 
undercutting  the  major  purpose  of  Sunset  as  a  tool  to  improve 
performance.   Problem  areas  which  surface  during  committee  de- 
liberation, however,  may  receive  future  consideration  outside 
of  the  formal  review  process.   The  Arkansas  Public  Service  Com- 
mission, for  example,  received  a  simple  recommendation  for  con- 
tinuation, but  hearings  are  already  being  considered  for  later 
this  fall  to  pursue  some  issues  further. 

(b)   Acceptance  of  Recommendations  for  Change 

In  those  states  where  the  evaluation  reports  made  specific 
recommendations,  there  has  been  a  good  record  of  acceptance  of 
the  recommendations  by  the  review  committees.   Most  of  the  major 
recommendations  in  Colorado,  Florida,  and  New  Mexico,  for 
example,  were  adopted.   In  South  Dakota,  many  recommendations 
for  reduction  in  regulation  were  weakened  in  committee  but  the 
committee  reviewing  the  Division  of  Insurance  this  year  is  more 
receptive  to  change. 

Many  of  the  proposals  on  operational  procedures  which  do 
not  require  statutory  change  were  accepted  by  the  agencies  under 
review,  sometimes  before  any  legislative  consideration.   In 
Georgia,  for  example,  such  changes  were  generally  worked  out 
between  the  boards  and  the  evaluators.   These  internal  improve- 
ments were  a  major  accomplishment  of  Sunset.   Every  state  reported 
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that  agency  preparations  for  review  involved  organizing  agency 
records  for  easy  access  and  altering  rules  and  regulations  so 
procedures  were  more  open  and  efficient.   In  Colorado,  for  example, 
the  Board  of  Pharmacy,  scheduled  to  terminate  in  197  9,  has 
changed  its  practice  of  granting  licenses  to  pharmacists  from 
other  states.   For  years  the  Board  had  granted  reciprocal  licenses 
only  once  a  year,  but  now  they  have  established  an  interim  license 
procedure. 

Of  the  states  where  legislatures  have  made  final  decisions 
on  a  group  of  agencies  or  programs,  review  committee  recommen- 
dations have  generally  been  followed.   This  has  been  the  case 
for  both  recommendations  urging  statutory  modifications  as  well 
as  those  for  terminations.   In  Florida,  Georgia,  Hawaii,  Nebraska, 
and  South  Dakota,  the  legislature  adopted  all  committee  recommen- 
dations for  continuation  or  termination.   In  Oklahoma,  the 
Legislature  terminated  five  more  agencies  than  the  committee 
requested.   In  Alabama  the  tally  is  termination  for  28  of  the 
34  agencies  recommended;   in  Colorado  three  of  the  four  agencies 
recommended  for  termination  were  allowed  to  expire.   New  Mexico 
was  an  exception.   Many  recommendations  offered  by  the  committee 
were  ignored  in  a  short  and  hectic  legislative  session. 

(c)   Lobbying 

One  important  factor  affecting  legislative  consideration 
was  the  degree  of  lobbying  by  those  groups  with  a  stake  in  the 
agencies  under  review.   While  the  lobbying  did  not  always  succeed. 
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intense  efforts  saved  some  agencies  and  reduced  changes.   In 
Florida,  for  example,  the  cosmetologists  successfully  reversed 
the  House  subcommittee's  recommendation  for  termination.   Harbor 
pilots  were  equally  successful  in  exempting  their  board  from 
model  provisions  applied  to  other  boards.   Two  former  Florida 
legislators  serving  as  lobbyists  helped  their  cause.   In  Colorado, 
the  cosmetologists  were  active  and  visible  as  were  the  groups 
of  morticians  and  shorthand  reporters  which  hired  professional 
lobbyists.   The  morticians'  efforts  apparently  helped  rescue 
their  board  from  extinction,  but  the  shorthand  reporters  lost 
their  board. 

(d)   Legislator  Reaction  to  Sunset 

According  to  our  survey  contacts,  many  legislators,  espe- 
cially those  on  review  committees,  viewed  the  Sunset  review  pro- 
cess favorably.   They  learned  about  agencies  which  had  received 
little  legislative  scrutiny  in  the  past,  witnessed  the  flurry 
of  improvements  made  by  agencies  in  anticipation  of  review, 
and  saw  the  potential  of  Sunset  in  increasing  legislative  over- 
sight of  the  executive  branch. 

On  the  negative  side,  some  legislators  thought  Sunset  was 
a  great  deal  of  work  with  small  pay  off.   They  devoted  consider- 
able time  to  the  review  of  small,  sometimes  insignificant  agencies 
which  were  of  little  interest  to  constituents  unless  they  were 
personally  regulated  by  them.   Constituents  subject  to  regulation 
were  often  vocal  in  their  displeasure  at  the  legislature's  attempt 
to  modify  or  eliminate  their  agency. 
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(3)   Public  Participation 

All  states  expressed  disappointment  in  the  low  level  of 
public  participation.   Individuals  or  groups  regulated  by  agen- 
cies up  for  review  were  well  represented,  but  average  citizens 
generally  did  not  get  involved  in  the  review  process. 

The  major  opportunity  provided  for  citizen  involvement  was 
public  hearings.   Although  notice  of  hearings  was  generally 
well-publicized  and  timely  --  often  a  week  in  advance  --  most 
of  the  testimony  came  from  the  affected  agency  or  its  consti- 
tuency.  Consistent  press  coverage,  especially  on  the  contents 
of  the  evaluation  reports  and  their  consideration  by  the  review 
committee,  was  common  to  all  states.   This  publicity,  which  some- 
times included  editorial  support  for  the  review  process,  did 
not  seem  to  provoke  much  citizen  involvement. 

Some  states  made  additional  efforts  to  solicit  citizen 
views.   In  Florida,  for  example,  review  staff  contacted  consumer 
groups  around  the  state  to  encourage  their  participation,  but 
there  was  little  interest  in  the  first  twelve  laws  up  for  review 
as  the  groups  were  basically  unfamiliar  with  them. 

In  1978,  Colorado  tried  sending  questionnaires  to  a  random 
sample  of  registered  voters  but  received  little  response. 
Tennessee's  idea  of  sending  questionnaires  to  users  of  the  regu- 
lated services,  however,  has  been  useful.   Tennessee  also  hopes 
to  generate  citizen  interest  by  working  with  Common  Cause/Tennessee 
to  publicize  the  process. 
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New  Mexico  and  Colorado  each  tried  an  evening  hearing  at 
the  urging  of  Common  Cause.   This  did  produce  much  larger 
crowds  —  over  100  people  in  New  Mexico  —  with  some  citizens 
not  directly  regulated  by  the  agencies  appearing.   Several  people 
testified  about  their  frustrations  with  a  board's  complaint 
handling.   Other  states  are  considering  evening  hearings  for 
future,  more  controversial  agencies. 

Many  of  the  agencies  in  the  first  set  of  reviews  tended  to 
be  small  and  unknown  to  the  general  public.   This  situation 
provided  an  easier  dry-run  for  evaluators  and  legislators  as 
intended  but  also  made  it  more  difficult  to  get  the  public  in- 
terested.  Where  larger  and  better  known  agencies  such  as  in- 
surance divisions  and  public  utility  commissions  are  reviewed, 
more  spontaneous  citizen  concern  has  resulted. 
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III.   HOW  SUNSET  SHOULD  WORK 

It  is  not  possible  to  design  a  model  program  evaluation 
process  that  could  be  used  in  every  state.   Existing  state  re- 
sources and  government  organizations  vary  considerably.   This 
is  why  Common  Cause  has  proposed  ten  Sunset  principles  rather 
than  a  model  bill.   The  first  two  years'  experience  in  implementing 
Sunset  in  the  states,  however,  does  offer  some  important  lessons 
in  how  a  Sunset  process  should  and  should  not  work. 

Based  on  our  review  of  three  years  of  experience  with 
Sunset,  Common  Cause  had  identified  several  elements  as  critical 
to  achieving  the  goals  of  Sunset:   phasing-in  coverage,  evalua- 
tion work  plans,  the  preparation  and  staffing  of  evaluation 
reports,  evaluation  criteria,  and  public  participation. 

Phasing-In  Coverage 

It  was  inevitable  that  people  would  learn  of  the  Colorado 
law  and  conclude  that  if  Sunset  is  such  a  good  idea,  they  should 
apply  it  to  all  government  programs  and  agencies.   Seven  state 
legislatures  did  just  that.   Ultimately,  these  legislatures  mav 
be  responsible  for  ruining  a  good  concept  by  loving  it  to  death. 

Program  evaluation  is  immensely  difficult  and  costly.   Eval- 
uation techniques  are  still  in  the  development  stage.   Allen 
Schick,  an  expert  on  state  and  federal  budgeting,  told  the  1976 
annual  meeting  of  the  National  Conference  of  State  Legislatures: 
"The  more  comprehensive  you  are,  the  less  analytic  you  are  and 
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the  less  likely  there  will  be  change."   The  planning-prograiraning- 
budgeting  system  (PPBS)  experience  of  the  1960 's  should  serve 
as  a  warning  of  the  danger  of  reform  that  chokes  itself  with 
paperwork.   Thorough  evaluation  of  selected  agencies  and  programs 
on  the  state  level  is  decidedly  preferable  to  superficial  evalua- 
tion of  all  agencies  and  programs.   Experience  over  the  last 
two  years  has  shown  that  this  is  by  far  the  most  important  of 
the  ten  Common  Cause  principles  for  the  states.   If  Sunset  is 
phased-in  and  made  to  work,  its  coverage  can  be  expanded  at  a 
later  date. 

No  state  currently  has  the  capacity  to  perform  meaningful 
comprehensive,  government-wide  evaluation.   Such  a  requirement 
would  overload  the  system  to  the  lasting  detriment  of  the  Sunset 
concept.   There  are  two  clear  dangers  in  an  overambitious  Sunset 
law.   First,  agencies  might  be  routinely  recreated  because  of 
the  lack  of  time  for  meaningful  deliberation.   This  has  been  the 
pattern  so  far  in  Alabama,  Arkansas,  and  Louisiana.   Second, 
entities  that  have  wide  public  support  might  fail  to  be  recreated 
in  the  confusion  caused  by  repassage  of  so  much  legislation  in 
the  last  minute  logjam.   In  either  case,  Sunset  would  be  dis- 
credited just  as  PPBS  was  discredited  by  well  motivated  govern- 
ment officials  trying  to  do  too  much  evaluation  in  too  short  a 
period  of  time.   Sunset  should  not  be  allowed  to  become  a  bureau- 
cratic paper-shuffling  exercise.   Also,  Common  Cause  would  not 
support  a  Sunset  proposal  that  would  so  overburden  the  legisla- 
ture's evaluation  capacity  that  it  could  not  find  time  to  do 
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evaluations  that  come  up  on  an  emergency  basis.  Legislatures 
must  build  in  the  flexibility  to  allow  time  to  tackle  targets 
of  opportunity. 

On  the  state  level,  Common  Cause  —  in  Colorado  and  else- 
where --  has  urged  that  regulatory  agencies  be  the  initial 
target  of  Sunset  legislation  and  that  other  agencies  be  phased- 
in  later.   While  regulatory  agencies  do  not  have  substantial 
budgets,  they  do  have  a  heavy  cost  impact  on  the  economy  and 
are  a  source  of  much  citizen  dissatisfaction  with  government. 
An  added  incentive  for  applying  Sunset  to  regulatory  agencies 
is  that  they  are  given  little  scrutiny  in  the  budget  process 
because  their  direct  state  appropriations  are  generally  small. 
Thirteen  of  the  state  Sunset  laws  are  aimed  almost  exclusively 
at  regulatory  activities. 

For  the  seven  states  which  already  have  laws  that  cover 
virtually  all  state  programs.  Common  Cause  would  urge  the  adop- 
tion of  a  selective  priority  review  process.   This  approach, 
suggested  by  Common  Cause,  was  embodied  in  the  federal  Sunset 
bill  (S.2)  which  passed  the  Senate  at  the  end  of  the  95th  Congress, 
Although  the  bill  provides  for  the  review  of  most  federal  programs 
in  ten  years,  standing  committees  would  select  at  the  beginning 
of  each  session  which  programs  would  receive  in-depth  evaluation. 
This  process  was  designed  to  help  the  Congress  focus  its  evalua- 
tion resources  on  priority  programs  and  agencies  and  avoid  the 
possibility  of  rubber-stamping  all  programs.   State  legislatures 
could  benef^   by  this  process  as  well. 
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Arkansas  has  already  amended  its  Sunset  law  to  relieve  the 
Division  of  Legislative  Audit  of  the  responsibility  for  preparing 
performance  audits  of  all  agencies  under  review.   Instead,  only 
those  audits  specifically  requested  by  the  legislative  review 
committees  will  be  conducted.   Although  this  has  created  a  more 
manageable  workload  for  the  Audit  Division  staff,  it  has  not 
reduced  the  time  pressures  on  the  review  committees  which  had 
to  review  160  agencies  in  1978.   Efforts  will  be  made  in  New 
Hampshire  to  give  the  Sunset  review  committee  more  discretion 
in  deciding  how  thoroughly  each  agency  or  program  should  be 
evaluated. 

Evaluation  Work  Plans 

The  greatest  problem  with  evaluation  is  that  it  is  not 
used.   All  too  often,  evaluation  is  done  with  no  thought  of 
whether  it  will  be  helpful  to  legislative  policy-makers.   Also, 
laws  often  express  vague  or  conflicting  objectives,  making 
evaluation  difficult.   One  way  to  resolve  these  conflicts  is 
through  the  development  of  an  evaluation  work  plan.   At  least 
one  year  before  termination,  representatives  of  the  review  com- 
mittees in  the  legislature  should  meet  with  representatives  of 
both  the  agency  under  review  and  the  state's  evaluation  agencies 
to  establish  a  plan  for  the  evaluation.   This  forces  the  evalua- 
tor  and  the  legislative  committees  to  sit  down  together  and  to 
communicate  their  concerns  and  priorities.   Through  early  communi- 
cation and  continuous  monitoring,  the  committees  can  ensure  that 
the  evaluation  product  is  useful  in  their  deliberation. 
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A  work  plan  similar  to  the  one  just  outlined  is  an  integral 
part  of  the  Maryland  Sunset  law  (Appendix  D  beginning  on  page  90 
is  the  text  of  the  Maryland  law) .   A  year  before  the  Legislature 
makes  its  final  decision  on  a  particular  agency,  the  designated 
legislative  committee  is  to  prepare  an  evaluation  plan  after 
consultation  with  the  agency,  the  executive  Department  of  Budget 
and  Fiscal  Planning,  and  the  legislative  Department  of  Fiscal 
Services. 

In  addition  to  requiring  work  plans  for  the  preliminary 
evaluation  work,  the  Maryland  law  provides  deadlines  for  the 
completion  of  key  phases  of  the  review  process  to  help  incorp- 
orate Sunset  into  the  already  busy  legislative  schedule.   The 
law  requires  that  the  Department  of  Fiscal  Services  complete 
the  evaluation  reports  by  November  15,  that  the  designated  re- 
view committee  hold  public  hearings  by  December  15  and  that 
recommendations  and  appropriate  legislation  be  prepared  by  the 
eighth  day  of  the  session.   The  Nebraska  law  contains  similar 
deadlines. 

Although  many  Sunset  laws  do  not  contain  review  schedules, 
legislative  leaders  can  still  voluntarily  adopt  a  Sunset  time- 
table to  ensure  adequate  time  for  deliberation. 

The  Nebraska  and  Maryland  timetables  include  an  important 
factor  which  has  been  adopted  by  all  states  so  far  except  Colorado 
the  scheduling  of  committee  consideration  and  public  hearings 
during  the  interim.   In  1977,  Colorado  suffered  from  late  evalua- 
tion report.-  and  delayed  hearings  and  committee  meetings  which 
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short-circuited  the  process.   Other  states  have  avoided  this  by 
completing  all  or  most  committee  work  before  the  legislature 
convenes.   Use  of  the  interim  should  be  explored  since  legisla- 
tive committees  are  already  overburdened  with  legislative  demands 
during  the  session.   Such  a  schedule  may  require  some  modifica- 
tion during  election  years,  however. 

Preparation  of  Evaluation  Reports 

The  evaluation  report  is  critical  to  a  responsible  and 
deliberative  Sunset  process.   Colorado  Senate  President  Fred 
Anderson,  the  author  of  the  performance  audit  requirement  in  the 
Colorado  law,  has  pointed  out  that  without  the  evaluation  re- 
port the  fate  of  agencies  might  rest  on  whim  or  misinformation. 
An  open  Sunset  process  with  evaluation  reports  prepared  by  an 
objective  evaluation  agency  can  help  undercut  the  ability  of 
special  interest  groups  to  dominate  the  process.   The  job  of 
marshalling  information  into  a  manageable  review  package  with 
policy  alternatives  set  forth  in  straightforward  terms  is  a 
difficult  but  essential  task.   Legislators  are  busy  people  whose 
talents  lie  in  making  common  sense  political  judgments,  not  in 
analyzing  mountains  of  statistics  described  in  the  sometimes 
incomprehensible  language  of  bureaucrats.   Legislators  must 
have  information  readily  available  that  allows  them  to  refine 
the  goals  and  purposes  of  agencies  and  to  identify  alternative 
methods  to  achieving  those  goals. 

Preliminary  evaluation  studies  have  become  a  common  practice 
in  states  implementing  Sunset  laws  even  though  several  laws  do 
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not  require  them.   The  resulting  reports  have  provided  the  basis 
for  discussion  by  those  legislative  committees  responsible  for 
making  recommendations  to  the  legislature. 

The  state  of  the  art  is  in  constant  evolution  as  evaluation 
staff  search  for  the  most  useful  presentation  of  the  data  and 
findings.   Some  of  the  reports,  though  thorough,  are  also  quite 
lengthy  and  difficult  for  legislators  to  absorb.   Common  Cause 
has  suggested  that  a  condensed  version  or  summary  be  separately 
available  in  pamphlet  or  brochure  form  to  encourage  the  widest 
possible  readership.   Several  states  are  considering  this 
approach  especially  for  legislators  not  on  Sunset  review  commit- 
tees. 

When  the  reports  are  complete,  efforts  should  be  made  to 
make  them  easily  accessible  to  the  public  as  well  as  legislators. 
In  Washington  State,  for  example,  the  Sunset  law  requires  that 
the  reports  be  distributed  to  the  state  library  and  its  regional 
branches. 

Staffing  of  Evaluation  Work 

Common  Cause  has  supported  the  use  of  existing  state  enti- 
ties to  undertake  the  preliminary  evaluation  work,  but  with 
strengthened  evaluation  capacities.   Very  few  state  legislatures 
have  standing  committees  with  adequate  staff  resources  to  enable 
them  to  prepare  meaningful  agency  evaluations.   The  Florida  and 
Louisiana  laws  require  the  standing  committees  to  do  the  prelimi- 
nary evalua.:ion  work.   Resources  will  be  increasingly  stretched 
as  the  work  oad  increases  with  future  review  cycles. 
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In  most  states,  it  is  important  that  evaluation  be  done 
outside  of  the  legislative  committee  structure.   Legislatures 
in  most  states  have  recognized  this  fact  and  have  designated 
legislative  audit  or  fiscal  staff  to  carry  out  preliminary 
evaluation  work,  but  few  legislatures  have  provided  for  any 
extra  staff.   The  State  Auditor  in  Colorado,  for  example,  pre- 
pared reports  on  13  agencies  in  1977  with  existing  staff  plus 
$7  5,000  from  the  legislature  to  fund  routine  CPA  work  by  private 
firms.   Additional  reviews  were  produced  by  the  Department  of 
Regulatory  Agencies  (DORA)  with  the  help  of  a  $25,000  federal 
grant  and  volunteer  graduate  students.   In  1978,  the  Auditor 
has  thirteen  more  agencies  to  evaluate  with  no  additional 
staffing,  and  DORA  is  continuing  its  review  work  but  with  its 
ov7n  staff  plus  volunteer  task  forces  which  include  citizen 
representatives.   Federal  assistance  was  only  available  for  one 
year. 

Each  state  must  decide  which  state  entities  are  most  able 
to  perform  the  evaluation  task  and  must  provide  them  with  the 
staff  and  resources  necessary  to  do  the  job.   In  many  states, 
the  executive  branch  has  a  greater  evaluation  and  fact-gathering 
capacity  than  the  legislative  branch.   It  makes  sense  to  build 
these  executive  branch  evaluation  resources  into  the  Sunset  pro- 
cess.  Sunset  should  be  a  partnership  between  the  executive  and 
legislative  branches  aimed  at  making  government  work.   The 
Maryland  and  Washington  laws  include  a  role  for  executive  budget 
agencies. 
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Other  solutions  to  the  problem  of  inadequate  staffing 
should  be  explored.   One  possibility  is  to  augment  state  staff 
with  university  graduate  students  and  professors.   In  Montana, 
for  example,  the  Legislative  Auditor  asked  the  University  of 
Montana  to  study  the  impact  of  discontinuing  licensing  and  sought 
aid  from  Montana  State  University  in  developing  questionnaires 
to  sample  public  opinion  on  a  few  agencies.   A  federal  grant, 
such  as  the  Department  of  Health,  Education  and  Welfare's  Office 
of  Education  training  grant  given  to  the  University  of  Colorado 
for  an  innovative  project  in  the  field  of  public  administration, 
might  be  available  to  other  states.* 

There  is  one  long-range  goal  which  should  be  kept  in  mind 
in  meeting  the  staffing  needs  of  all  forms  of  legislative  over- 
sight —  the  development  of  a  professional  multi-disciplinary 
staff.   Professor  Michael  March,  who  supervised  the  preparation 
of  evaluations  for  the  Colorado  Department  of  Regulatory  Agencies, 
underscores  the  need  for  developing  an  evaluation  staff  which 
includes  a  variety  of  professional  specialties.   Many  of  the 
laws  which  designate  staff  to  assist  committee  review  have  assigned 
legislative  audit  or  research  personnel  whose  experience  with 
program  evaluation  is  minimal.   In  Alabama,  for  example,  although 
the  law  specifies  broader  criteria  for  committee  consideration. 


*  An  Office  of  Education  brochure  entitled  "Application  for 
Grants  under  the  Education  for  the  Public  Service  Program" 
describes  ruch  grants  and  how  universities  can  apply  (Department 
of  Health,  :;ducation  and  Welfare,  Office  of  Education,  Bureau 
of  Higher  and  Continuing  Education,  Washington,  D.C.  20202) . 
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the  reviews  prepared  by  the  Department  of  Examiners  of  Public 
Accounts  have  focused  on  legal  compliance  and  operating  proce- 
dures.  This  approach  is  consistent  with  the  traditional  responsi- 
bility of  legislative  audit  divisions  which  has  been  to  evaluate 
for  sound  financial  management.   Program  evaluation,  however, 
which  assesses  program  impact,  is  a  relatively  new  field.   Fiscal 
auditors  are  not  usually  trained  for  this  work.   Those  states 
which  have  established  program  evaluation  staffs  could  provide 
some  guidance  on  staffing  and  review  procedures.   The  Legisla- 
tive Program  Evaluation  Section  (LPES)  at  the  National  Conference 
of  State  Legislatures  (1405  Curtis  Street,  23rd  Floor,  Denver, 
Colorado  80202)  can  provide  information  and  names  of  state  con- 
tacts. 

Evaluation  Criteria 

Virtually  all  Sunset  legislation  contains  evaluation  cri- 
teria to  guide  the  legislators  and  evaluators  in  their  Sunset 
reviews.   Benjamin  Shimberg,  of  the  Center  for  Occupational  and 
Professional  Assessment  at  the  Educational  Testing  Service,  has 
suggested  that  the  Sunset  review  "should  be  a  two-step  process. 
The  first  step  should  be  a  determination  of  need.   The  second 
step  should  be  an  examination  of  the  way  in  which  the  agency 
has  fulfilled  its  mandate."   Common  Cause  agrees.   The  first 
line  of  inquiry  is  whether  the  government  should  perform  the 
function  under  evaluation  (e.g. ,  Should  the  state  license  barbers?) 
The  Florida  law  poses  a  series  of  questions  that  are  relevant  to 
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this  point  (e.g. ,  Would  the  absence  of  regulation  significantly 
harin  or  endanger  the  public  health,  safety,  or  welfare?) .   The 
second  line  of  inquiry  assumes  a  positive  answer  to  the  first 
and  asks  whether  the  function  could  be  performed  in  a  better 
way.   The  Colorado  law  establishes  criteria  that  are  relevant 
here  (e.g. ,  The  extent  to  which  the  division,  agency,  or  board 
has  permitted  qualified  applicants  to  serve  the  public.) .   A 
combination  of  the  Colorado  and  Florida  approaches  is  most 
desirable  and  has  been  used  by  most  states.* 

The  National  Conference  of  State  Legislatures  has  set  up 
a  clearinghouse  on  Sunset.   NCSL  is  trying  to  collect  copies  of 
evaluation  reports  and  manuals  for  doing  Sunset  evaluation.   In 
addition,  NCSL  has  prepared  two  charts:  one  summarizing  when 
non-regulatory  agencies  are  scheduled  for  termination  in  various 
states  and  one  summarizing  the  termination  schedules  for  regula- 
tory agencies.   The  contact  in  the  NCSL  Denver  Office  is  Bill 
Pound  (303/623-6600) . 


*  There  are  three  resources  which  offer  ideas  on  reviewing  regu- 
latory agencies.   Benjamin  Shimberg  of  the  Educational  Testing 
Service  in  Princeton  has  written  extensively  on  the  subject  of 
occupational  and  professional  licensing.   His  book  --  Occupational 
Licensing:   Practices  and  Policies  —  is  available  from  Public 
Affairs  Press  in  Washington,  D.C.  ($7.50).   A  pamphlet  by  Shimberg 
and  Doug  Roederer  of  the  Council  of  State  Governments,  Occupational 
Licensing:   Questions  a  Legislator  Should  Ask,  published  in  March 
of  1978  is  available  for  $3.50  from  the  Council  of  State  Govern- 
ments (Iron  Works  Pike,  Lexington,  Kentucky  40578).   Michael  S. 
March,  the  University  of  Colorado  professor  who  supervised  the 
reviews  prepared  by  the  Department  of  Regulatory  Agencies,  has 
compiled  an  analysis  of  the  review  process  entitled.  Sunset  Review  - 
the  Colorado  Program:   Statutes,  Organization,  Methodology, 
Evaluation  Criteria,  and  Results.   It  is  available  for  $5.00 
from  the  Bu~eau  of  Governmental  Research  and  Services  at  the 
University   f  Colorado  (125  Ketchum,  Boulder,  Colorado  80309). 
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Public  Participation 

The  state  Sunset  laws  recognize  the  importance  of  including 
some  public  participation  in  the  review  process  since  all  but 
three  of  the  laws  require  public  hearings.   The  Colorado  experi- 
ence in  1977,  however,  illustrated  how  this  requirement  can  be 
easily  undercut  with  inadequate  notice.   Scheduling  of  hearings 
was  so  erratic  that  notice  was  sometimes  given  less  than  24  hours 
in  advance.   If  public  hearings  are  to  be  useful,  widespread  and 
timely  notice,  at  least  a  week  in  advance,  must  be  provided. 
The  North  Carolina  law  has  excellent  public  participation  provi- 
sions.  It  requires  the  review  commission  to  give  notice  at 
least  ten  days  before  the  public  hearing  and  to  issue  a  summary 
of  the  evaluation  report  with  the  announcement  of  time  and  place. 
In  North  Carolina,  individuals  who  request  notice  must  be  con- 
tacted and  a  copy  of  the  notice  must  be  published  in  a  county-wide 
newspaper . 

The  legislature  should  take  affirmative  steps  to  reach  out 
to  encourage  public  participation.   For  example,  the  Legislative 
Auditor  in  Montana  is  maintaining  a  list  of  people  who  would 
be  interested  in  commenting  on  each  agency. 

Common  Cause  organizations  in  both  Colorado  and  New  Mexico 
urged  their  legislatures  to  schedule  some  of  the  hearings  in 
the  evening  so  that  more  people  could  attend.   One  evening 
hearing  did  take  place  in  each  state  and  attendance  was  much 
larger  than  at  hearings  held  during  the  day.   Another  possibility 
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would  be  to  schedule  some  hearings  outside  of  the  state  capital 
and  permit  testimony  on  any  of  the  agencies  up  for  review  that 
year. 

Public  hearings  alone,  however,  are  not  a  sufficient  forum 
for  citizen  involvement.   State  experience  indicates  that  this 
approach  is  too  limited.   Extra  efforts  will  be  necessary  to 
help  citizens  fully  appreciate  the  opportunities  for  public 
participation  in  Sunset  review.   Common  Cause  has  suggested  the 
preparation  of  short  but  informative  handouts  outlining  possible 
policy  options.   In  addition  to  attending  hearings,  citizens 
should  be  encouraged  to  contact  their  legislators  or  members  of 
the  review  committees  with  their  concerns.   Multiple  channels 
for  citizen  comment  are  needed. 

Other  Aspects  of  the  Sunset  Process 

Four  other  points  deserve  brief  mention  —  committee  con- 
sideration, the  length  of  the  review  cycle,  the  need  to  termi- 
nate statutes  along  with  agencies,  and  the  need  to  assign  responsi- 
bility for  drafting  implementation  legislation. 

The  Alabama  law,  for  example,  establishes  a  special  joint 
committee  to  perform  all  Sunset  reviews.   Common  Cause  does  not 
think  this  is  a  good  idea.   It  is  important  that  the  existing 
legislative  committees  take  responsibility  for  program  review 
and  oversight  within  their  areas  of  expertise.   Oversight  should 
be  an  integral  part  of  the  duties  of  all  legislative  committees 
and  Sunset  is  a  mechanism  for  establishing  the  necessary  discipline. 
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Creation  of  a  special  joint  coiranittee  is  a  legislative  admission 
of  failure,  an  admission  that  the  standing  committees  cannot  do 
their  jobs.   A  joint  committee  is  likely  to  become  a  bottleneck 
that  impedes  rather  than  facilitates  action.   It  is  preferable 
to  spread  the  evaluation  workload  among  the  standing  committees. 

The  Arkansas  and  Louisiana  legislatures  established  joint 
committees  to  monitor  the  Sunset  law  but  not  to  do  the  actual 
evaluation.   These  committees  can  be  mechanisms  for  forcing  the 
standing  committees  to  carry  out  their  obligations  under  the  law. 
Another  valuable  role  for  a  joint  committee  is  outlined  in  the 
Florida  law.   It  established  a  special  committee  and  gave  it  a 
year  to  prepare  for  implementation.   The  committee's  recommenda- 
tions to  make  the  law  more  workable  were  adopted  by  the  Legisla- 
ture before  evaluation  officially  began. 

Some  states  should  consider  expanding  the  review  cycle  to 
allow  for  a  reasonable  time  period  for  Sunset  review.   The 
four-year  review  cycles  for  400  agencies  in  Alabama  and  20 
departments  in  Louisiana  are  unreasonable.   Little  meaningful 
evaluation  will  result.   An  eight-  or  ten-year  cycle  would  make 
more  sense.   Texas,  which  has  a  law  that  covers  most  of  state 
government,  has  chosen  a  12-year  cycle. 

The  Colorado  law  terminates  agencies  but  leaves  their  under- 
lying statutes  on  the  books.   Nine   states  apply  Sunset  to  the 
laws  as  well  as  the  agencies.*   This  approach  is  preferable. 


*  Florida,  Georgia,  Hawaii,  Louisiana,  North  Carolina,  Oregon, 

South  Dakota,  Utah,  and  Vermont. 
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In  Colorado,  the  Board  of  Cosmetology,  for  example,  might  termi- 
nate under  Sunset,  but  the  law  to  require  cosmetologists  to  be 
licensed  might  remain.   Thus,  there  would  be  a  requirement  for 
a  license,  but  no  state  agency  to  issue  a  license.   A  subsequent 
amendment  to  the  law  provided  for  the  termination  of  all  licenses 
at  the  end  of  the  wind-up  period  if  an  agency  is  terminated. 

Several  laws  do  not  require  the  preparation  of  legislation 
to  implement  review  committee  recommendations.   Unless  specific 
staff  is  designated  for  this  work.  Sunset  review  can  be  severely 
hampered  by  delay  and  confusion  as  happened  in  New  Mexico  in 
1978  where  the  responsibility  for  drafting  legislation  was  not 
assigned.   The  review  committee  in  New  Mexico  will  draft  appro- 
priate legislation  for  the  next  set  of  reviews.   It  is  also 
advisable  to  agree  upon  a  completion  date  for  this  legislation  -- 
either  before  or  during  the  first  weeks  of  the  session. 

Summary 

Based  on  the  experience  described  above,  it  is  possible  to 
describe  in  general  terms  how  Common  Cause  thinks  a  Sunset  process 
should  work.   Let  us  take  a  licensing  agency  and  its  underlying 
statute  that  are  set  for  review  on  July  1,  1980.   At  least  one 
year  before  the  review  must  be  completed  --  preferably,  as  early 
as  the  spring  of  1979  —  representatives  of  the  relevant  standing 
committees  of  each  house  should  meet  with  representatives  of  the 
agency  and  the  state's  evaluation  agencies.   From  this  meeting, 
the  committee  should  establish  a  work  plan  for  the  year-long 
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evaluation.   In  most  cases,  the  agency  under  review  would  be 
asked  to  provide  certain  basic  data.   The  committees  would  desig- 
nate in  their  work  plans  whether,  for  example,  the  governor's 
budget  office  or  the  legislature's  fiscal  staff  would  prepare 
an  evaluation  report  svunmarizing  basic  findings  and  providing 
policy  options.   The  committees  should  receive  the  evaluation 
reports  in  the  late  fall  or  early  winter  of  1979  and  make  sum- 
maries widely  available  to  interested  persons.   Public  hearings 
should  be  held  before  the  session  or,  at  a  minimum,  in  the  early 
weeks  of  the  session.   This  should  allow  the  committee  time  to 
prepare  a  committee  report  and  draft  a  bill  incorporating  needed 
substantive  changes  long  before  the  end  of  session  logjam. 

With  this  kind  of  planning  and  commitment  from  legislators, 
evaluators,  and  the  agencies  under  review.  Sunset  laws  can 
achieve  the  goal  of  finding  better  ways  to  make  government  work. 
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IV.   CONCLUSION 

Sunset  should  not  be  viewed  as  a  panacea  for  all  governmen- 
tal ills.   It  is  not.   But  it  is  a  powerful  concept  with  great 
promise.   It  is  helping  to  make  government  work  better.   Sunset 
presents  tremendous  potential  for  creating  a  new  kind  of  dialogue 
between  policy-makers,  administrators,  and  the  public. 

Legislators,  administrators,  and  citizens  can  foster  an 
atmosphere  of  cooperation  in  seeking  ways  to  improve  the  workings 
of  government  through  Sunset.   For  legislators.  Sunset  can  help 
restore  the  balance  of  power  between  the  legislative  and  execu- 
tive branches.   Legislative  oversight  has  been,  in  the  words  of 
Alan  Rosenthal  of  the  Eagleton  Institute  of  Politics,  the 
"neglected  stepchild"  of  the  legislative  process.   According  to 
Rosenthal:   "Much  of  the  transfer  of  power  from  legislatures 
to  executives,  and  especially  to  executive  bureaucracies,  in 
recent  times  is  due  to  the  lack  of  legislative  capability  in 
this  respect."   Sunset  has  created  legislative  interest  in  the 
long  neglected  responsibilities  of  legislative  oversight  and 
evaluation.   For  administrators.  Sunset  can  provide  an  opportunity 
for  enhancing  legislative  and  public  understanding  of  what  an 
agency  does  and  what  its  needs  are.   Legislators  will  be  recep- 
tive to  proposals  to  improve  agency  performance.   In  Colorado, 
for  example,  the  Public  Tramway  Safety  Board  convinced  legisla- 
tors that  it  needed  more  authority  to  be  effective.   As  a  result, 
the  Board  wi.s  given  more  subpoena  and  emergency  shutdown  power. 
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and  an  increased  budget.   For  citizens.  Sunset  offers  a  new 
opportunity  to  participate  in  the  review  of  government  programs 
and  to  communicate  their  concerns  as  well  as  their  support. 
The  promise  of  Sunset  is  a  stronger  legislative  branch 
overseeing  a  more  accountable  executive  branch.   Sunset  contains 
risks  and  presents  difficulties,  but  with  legislators  and 
administrators  cooperating  to  solve  problems.  Sunset  is  helping 
to  establish  a  positive  partnership  to  make  government  work. 
The  great  promise  of  Sunset  is  becoming  a  reality  as  states 
formulate  workable  Sunset  laws  and  implement  them  responsibly. 
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APPENDIX  A 
STATE-BY-STATE  SURVEY  OF  SUNSET  ACTIVITY 


ALABAMA 

In  1976,  Alabama  enacted  the  nation's  fourth  Sunset  law 
(Act  No.  512  of  1976) .   The  law  provides  for  the  termination  of 
approximately  one  hundred  specified  state  agencies  and  all  other 
state  agencies  from  1977  to  1980.   The  law  establishes  an  eleven 
member  Joint  Committee  to  hold  public  hearings  and  to  report  to 
the  Legislature  regarding  the  agencies  under  review.   The  agencies 
under  review  are  required  to  supply  the  Committee  with  certain 
basic  information  specified  in  the  law.   The  law  requires  a  zero- 
based  review  and  evaluation.   On  the  tenth  legislative  day  of 
each  regular  session,  each  House  is  to  begin  voting  on  the  recom- 
mendations of  the  Joint  Committee.   There  is  a  two-hour  limit  on 
debate  for  each  agency.   The  law  provides  that  no  agency  shall 
be  terminated  except  by  action  of  both  Houses  of  the  Legislature, 
The  law  provides  for  only  a  yes  or  no  vote  on  each  agency,  with 
no  opportunity  for  modification  or  consolidation. 

The  law  provided  for  the  termination  of  18  agencies  in  1977 
and  that  all  state  agencies  not  specified  in  the  law  would  termi- 
nate in  1978.   There  seemed  to  be  about  300  agencies  not  specified 
in  the  law.   The  Joint  Committee  decided  to  review  about  200  of 
them  in  1977.   Different  opinions  in  the  House  and  Senate  over 
when  the  Legislature  should  vote  on  the  unspecified  agencies 
caused  the  House  to  vote  on  over  200  agencies  while  the  Senate 
only  considered  18.   Subsequently,  the  Attorney  General  ruled 
that  all  the  unspecified  agencies  had  to  be  reviewed  in  1978, 
rather  than  in  1977.   Of  the  eighteen  specified  agencies,  only 
one  was  terminated. 

In  1978,  the  Legislature  voted  on  298  agencies  which  included 
29  boards  specified  in  the  law  for  termination  in  1979  and  269 
unspecified  agencies.   While  the  Joint  Committee  recommended 
terminating  34  of  the  unspecified  agencies,  the  Legislature  voted 
to  terminate  28  non-functioning  agencies. 

Because  of  the  heavy  workload,  the  Department  of  Public 
Examiners  prepared  evaluation  reports  for  the  Joint  Committee  on 
only  the  specified  agencies.   The  focus  of  these  reports  was 
compliance  with  state  laws  dealing  with  budgeting  and  fiscal 
matters  instead  of  how  well  the  agencies  serve  the  public.   The 
reports  were  general  background  pieces  with  no  recommendations. 

The  experience  for  legislators  was  extremely  frustrating. 
The  overwhelming  number  of  agencies  to  consider  coupled  with  the 
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inability  to  modify  agencies  undercut  the  usefulness  of  the  pro- 
cess.  The  Joint  Conunittee,  meeting  during  the  interim,  did  learn 
about  some  administrative  problems  needing  adjustment  such  as 
inconsistent  per  diem  pay  and  fee  schedules  of  various  boards 
but  little  else. 

Although  there  was  widespread  and  timely  notice  of  public 
hearings,  there  was  little  public  participation  except  for  two 
or  three  controversial  agencies.   A  bill  to  amend  the  law  was 
introduced  in  1978,  but  no  action  was  taken. 

For  further  information,  contact:   Ron  Jones,  Director, 
Operational  Audits,  Examiners  of  Public  Accounts,  608  Madison 
Ave.,  Montgomery,  Alabama  36130,  (205)  832-6625. 

ALASKA 

In  June  of  1977,  Alaska  became  the  twentieth  state  to  enact 
a  Sunset  law  (Chapter  149  of  1977) .   The  law  provides  for  the 
termination  of  22  licensing  boards  and  5  regulatory  agencies 
from  1979  to  1981.   In  addition,  program  areas  identified  by 
budget  category  are  slated  for  review  over  four  years.   The  Legis- 
lative Budget  and  Audit  Committee  is  to  recommend  to  the  Legisla- 
ture which  programs  should  be  placed  on  a  termination  schedule. 
The  law  requires  the  Legislative  Audit  Division  to  prepare  per- 
formance audits  for  all  agencies  and  programs  under  review. 
Standing  committees  are  to  hold  public  hearings  and  then  report 
their  recommendations  to  the  Legislature.   The  law  provides  for 
only  one  termination  cycle  and  does  not  limit  the  period  of  time 
for  which  an  agency  or  program  may  be  recreated.   If  terminated, 
an  agency  continues  in  existence  for  one  year  to  wind  up  its 
affairs. 

Eleven  health-related  licensing  boards  are  scheduled  to 
terminate  in  1979.   The  Legislative  Audit  Division  plans  to  com- 
plete performance  audits  by  November  of  1978.   The  Legislative 
Budget  and  Audit  Committee  will  then  review  the  reports  and  send 
them  to  the  agencies  for  comment.   When  the  agency  comments  are 
returned,  final  recommendations  will  be  developed  by  the  Commit- 
tee for  presentation  to  the  Legislature  in  January. 

In  preparing  its  reports,  the  Audit  Division  has  sent 
questionnaires  to  the  boards  and  conducted  personal  interviews. 
Questionnaires  have  also  been  sent  to  practitioners.   All  of  the 
boards  are  under  the  Department  of  Commerce  which  is  actively 
advertising  the  review  process.   The  Audit  Division  plans  to 
include  recommendations  in  its  reports  when  appropriate  and  auditor 
comments  when  data  is  inadequate  to  warrant  recommendations. 
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Next  year,  the  Audit  Committee  will  select  which  programs 
from  the  budget  categories  of  general  government,  public  protec- 
tion, and  administration  of  justice  to  recommend  for  Sunset  re- 
view.  As  the  Audit  Division  performs  its  regular  function  of 
departmental  financial  audits,  it  will  look  for  appropriate 
targets  for  thorough  review  and  recommend  a  priority  list  to  the 
Committee. 

The  Legislature  has  not  allocated  additional  staff  to  the 
Audit  Division  for  Sunset  reviews  but  has  agreed  to  shift  responsi- 
bility for  audits  concerning  federal  grants  compliance  to  private 
CPA  firms. 

For  further  information,  contact:   Jerry  Wilkerson,  Legisla- 
tive Auditor,  Pouch  W,  Juneau,  Alaska  99811,  (907)  465-3830.. 


ARIZONA 

In  June  of  197  8,  Arizona  became  the  twenty-eighth  state  to 
enact  a  Sunset  law  (S.B.  1001  of  1978) .   The  law,  which  was  en- 
dorsed by  Common  Cause,  provides  for  the  termination  of  68  agencies 
from  1980  to  1994.   Most  of  the  agencies  are  regulatory  in  nature, 
but  four  major  departments  are  also  included.   Review  reports 
are  to  be  prepared  by  the  Joint  Legislative  Budget  Committee  and 
the  Auditor  General .   Appropriate  standing  committees  in  each 
House  are  to  hold  joint  public  hearings  and  deliver  a  report 
of  their  findings  to  a  Joint  Legislative  Oversight  Committee 
established  by  the  law  to  oversee  the  review  process.   The  Over- 
sight Committee  is  responsible  for  drafting  any  needed  legislation. 
No  agency  may  be  recreated  for  more  than  6  years.   If  an  agency 
is  terminated,  it  has  6  months  to  wind  up  its  affairs. 

For  further  information,  contact:   Gerald  A.  Silva,  Performance 
Audit  Manager,  Office  of  the  Auditor  General,  112  North  Central 
Avenue  #508,  Phoenix,  Arizona  85004,  (602)  271-4385. 


ARKANSAS 

In  February  of  1977,  Arkansas  became  the  fifth  state  to  enact 
a  Sunset  law  (Act  100  of  1977) .   The  law  provides  for  the  termi- 
nation of  all  285  state  agencies  from  1979  to  1983  (160  agencies 
in  1979;  130  in  1981;  and  100  in  1983).   The  law  requires  the 
Division  of  Legislative  Audit  to  prepare  performance  audits  based 
on  criteria  established  in  the  law  three  months  prior  to  termi- 
nation.  The  appropriate  joint  interim  committees  are  required 
to  report  by  September  1  of  the  year  preceding  termination.   The 
law  proviues  for  only  one  termination  cycle  and  does  not  limit 
the  period  of  time  for  which  an  agency  may  be  recreated.   Act  392 
of  1977  esti.'lished  a  Joint  Performance  Review  Committee  to  be 
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responsible  for  monitoring  the  operation  of  the  Sunset  law  and 
for  other  evaluation  functions.   Act  12  of  1977  relieved  the 
Division  of  Legislative  Audit  of  the  responsibility  for  preparing 
performance  audits  of  all  agencies  under  review.   Instead,  only 
those  audits  specifically  requested  by  the  joint  interim  commit- 
tees will  be  conducted. 

In  1978,  the  joint  interim  committees  requested  and  received 
about  30  performance  reviews.   In  addition,  over  40  financial 
audits  available  for  the  agencies  in  this  first  review  cycle  have 
been  transmitted  to  the  committees.   The  performance  reviews 
focused  on  agency  functions  and  how  they  have  been  performed. 
No  recommendations  were  included,  but  some  suggestions  for  change 
were  offered  in  areas  where  the  Division  has  expertise.   In  other 
areas  the  reviews  pointed  out  problem  areas  and  urged  the  agency 
to  seek  expert  advice.   The  agencies  were  furnished  advance  copies 
of  their  review  and  requested  to  submit  a  written  response  which 
then  became  a  part  of  the  report  to  the  committees. 

The  joint  interim  committees  held  hearings  and  prepared 
recommendations  in  the  summer  of  1978.   Some  of  the  committees 
met  monthly  instead  of  the  usual  bi-monthly  schedule  in  order  to 
finish  their  work.   Several  divided  into  subcommittees  to  study 
different  agencies  or  programs.   Some  legislators  made  personal 
visits  to  agencies  for  interviews.   In  spite  of  these  efforts, 
the  committees  have  felt  the  press  of  a  tight  schedule  and  have 
tended  to  recommend  only  continuation  in  order  to  complete  their 
work  on  time.   The  review  process,  however,  may  produce  other 
legislation  at  a  later  date.   Many  legislators  have  begun  to 
realize  the  opportunity  Sunset  can  offer  for  making  needed  changes, 
The  process  did  raise  issues  which  some  will  want  to  explore 
further  when  there  is  more  time.   As  an  example,  the  committee 
looking  at  the  Public  Service  Commission  recommended  only  continua- 
tion for  the  September  1  deadline  but  will  probably  hold  addi- 
tional hearings  in  the  fall. 

Most  of  the  interim  committees  submitted  their  recommenda- 
tions to  the  Joint  Committee  on  State  Agencies  by  the  September  1 
deadline.   The  Joint  Committee  plans  to  hold  its  first  meeting 
in  October  to  review  the  recommendations.   It  may  hold  further 
hearings  and  add  its  own  recommendations. 

The  Performance  Review  Committee  has  not  played  a  role  in 
the  review  process  as  yet,  but  will  be  observing  the  implemen- 
tation experience  to  see  if  any  further  procedural  or  statutory 
changes  should  be  recommended. 

There  was  good  press  coverage  of  the  interim  committees' 
deliberations  but  few  citizens  participated  in  the  hearing  process 
despite  timely  public  notice. 
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For  further  information,  contact:   Floyd  McClerkin,  Field 
Audit  Supervisor  for  Performance  Reviews,  Division  of  Legisla- 
tive Audit,  State  Capitol,  Little  Rock,  Arkansas  72201,  (501) 
374-9868. 


COLORADO 

In  1976,  Colorado  enacted  the  nation's  first  Sunset  law 
(H.B.  1088  of  1976) ,  a  law  proposed  by  Common  Cause/Colorado. 
The  law  provides  for  the  termination  of  the  39  boards  and  commis- 
sions in  Colorado's  Department  of  Regulatory  Agencies,  with  one- 
third  scheduled  for  termination  every  other  year  beginning  on 
July  1,  1977.   The  law  requires  the  Legislative  Audit  Committee 
to  have  a  performance  auait  report  prepared  on  each  agency  based 
on  criteria  established  in  the  law.   Bills  to  recreate  agencies 
are  referred  to  the  standing  committees.   No  agency  may  be  re- 
created for  more  than  six  years.   If  terminated,  an  agency  con- 
tinues in  existence  for  one  year  to  wind  up  its  affairs. 

In  1977,  the  law  was  modified  slightly  (S.B.  6  of  1977)  so 
that  all  licenses  would  expire  at  the  end  of  the  wind-up  period 
if  an  agency  is  terminated.   Another  modification  requires  per- 
formance audits  to  be  completed  by  the  State  Auditor  six  months, 
instead  of  three  months,  prior  to  termination.   The  law  was 
further  modified  in  1978  (S.B.  34  of  1978)  to  require  that  the 
performance  audits  be  completed  one  year  prior  to  termination. 

Under  the  Sunset  law  the  Colorado  Legislature  was  to  review 
13  of  39  state  agencies  in  1977.   These  included  the  Public 
Utilities  Commission  and  Division  of  Insurance  as  well  as  11 
smaller  agencies,  primarily  consisting  of  business,  professional, 
and  trades  licensing  boards.   Three  agencies  were  terminated: 
the  Board  of  Professional  Sanitarians,  Board  of  Shorthand  Reporters, 
and  the  State  Athletic  Commission.   Two  boards  were  consolidated: 
the  State  Boards  of  Barber  Examiners  and  of  Cosmetologists. 
Three  agencies  were  re-established  with  modifications  designed 
to  improve  their  performance:   the  State  Boards  of  Passenger 
Tramway  Safety,  Collection  Agencies,  and  the  Racing  Commission. 
The  Board  of  Mortuary  Science  was  terminated,  but  a  last-minute 
resolution  calling  for  interim  study  produced  legislation  in 
1978  recreating  the  Board  with  new  consumer  protections. 

The  Legislature  postponed  decisions  on  four  agencies  to  allow 
for  interim  studies.   The  Public  Utilities  Commission,  Board  of 
Institutions  for  the  Aged,  and  the  Board  of  Nursing  Home  Adminis- 
trators were  extended  for  one  year  and  the  Division  of  Insurance 
for  two  years.   Governor  Lamm  criticized  the  Legislature  for  not 
completing  its  reviews  as  scheduled  and  vetoed  the  extensions. 
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Interim  committees  worked  during  the  summer  to  prepare  recom- 
mendations for  the  1978  Legislature.   This  year,  the  Legislature 
made  major  changes  in  the  Board  of  Institutions  for  Aged  Persons 
and  created  a  five  person  oversight  board  for  the  Division  of 
Insurance  to  provide  more  accountability  to  the  Governor  (the 
Insurance  Commissioner  is  a  civil  service  employee) .   The  Board 
of  Nursing  Home  Administrators  and  the  Public  Utilities  Commission 
were  continued  with  minor  changes.   The  State  Electrical  Board 
was  also  reviewed  and  was  re-established  with  modifications  until 
1984.   Because  the  Board  had  been  the  subject  of  considerable 
criticism  in  the  past,  it  was  reviewed  ahead  of  schedule. 

The  State  Auditor  completed  the  first  set  of  performance 
audits  required  by  the  law  by  early  April  of  1977  at  a  cost  of 
$133,315  for  professional  time  (over  9,000  person-hours).   The 
Department  of  Regulatory  Agencies  (DORA)  prepared  reports  on 
the  agencies  with  the  assistance  of  University  of  Colorado  stu- 
dents operating  under  a  $25,000  federal  grant. 

The  two  sets  of  reports  contained  similar  recommendations 
on  most  of  the  agencies,  but  they  differed  somewhat  in  their  em- 
phasis.  The  criteria  in  the  law  focused  on  improving  the  func- 
tioning of  agencies  without  first  questioning  the  need  for  the 
agency.   Although  both  the  Auditor  and  DORA  decided  to  explore 
the  question  of  need,  the  DORA  reviews  tended  to  look  at  this 
issue  more  closely  and  produced  lengthier  reports. 

Legislative  consideration  was  rather  harried  in  1977.   As 
required  by  the  law,  the  Auditor's  reports  were  completed  by 
mid-session  as  were  DORA' s  reviews.   Late  scheduling  of  public 
hearings  by  the  standing  committees  further  delayed  legislative 
consideration  so  that  final  decisions  were  not  made  until  the 
last  hectic  weeks  of  the  session. 

Late  notice  of  public  hearings  in  1977  made  public  partici- 
pation difficult  since  notification  was  sometimes  less  than  24 
hours  in  advance,  but  even  in  1978,  with  more  timely  notice, 
few  citizens  came  forward.   Extensive  press  coverage  of  the  pro- 
cess did  not  seem  to  help.   One  evening  hearing,  urged  by  Common 
Cause/Colorado,  did  bring  out  more  people  but  members  of  the 
regulated  professions  were  still  the  primary  participants.   For 
the  1979  reviews  the  Auditor's  staff  experimented  with  a  question- 
naire to  registered  voters.   Results,  however,  were  disappointing. 

Participation  by  the  affected  professional  and  occupational 
groups,  in  contrast,  was  quite  visible.   Cosmetologists,  shorthand 
reporters,  and  morticians  were  especially  active.   The  last  two 
groups  hired  professional  lobbyists  to  represent  their  interests. 
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In  the  final  analysis,  observers  generally  agree  that  Colorado's 
first  experience  in  implementing  Sunset  went  well.   Legislators 
did  look  at  regulation  more  critically  than  before,  did  learn 
about  agencies  which  had  received  little  scrutiny  in  the  past,  and 
have  seen  an  executive  branch  department  respond  well  to  critical 
examination.   In  addition,  many  changes  improving  the  boards' 
efficiency  and  responsiveness  to  consumer  concerns  were  enacted. 

Statutory  changes  were  not  the  only  benefits  of  the  Sunset 
process.   DORA  staff  consider  Sunset  an  excellent  management 
tool  that  provokes  healthy  rethinking  by  the  boards.   It  spurred 
numerous  administrative  improvements  in  preparation  for  legisla- 
tive scrutiny.   The  Board  of  Pharmacy,  which  will  be  reviewed  in 
1979,  for  exam.ple,  has  already  made  several  changes,  including 
a  new  policy  to  grant  licenses  to  pharmacists  from  other  states. 
For  years,  the  Board  had  granted  reciprocal  licenses  only  once 
a  year.   Now  they  have  established  an  interim  license  procedure. 

Many  boards  are  re-examining  licensing  requirements  and  are 
being  more  active  in  handling  consumer  complaints  and  disciplining 
wayward  licensees.   Colorado  press  has  commended  the  Board  of 
Medical  Examiners  for  finally  getting  tough  on  unethical  and 
irresponsible  doctors,  crediting  much  of  the  renewed  vigor  to 
the  Sunset  law  which  schedules  the  Board  for  review  in  1979. 
According  to  DORA,  the  Board  has  already  taken  15  disciplinary 
actions  this  year  as  opposed  to  two  such  actions  in  all  of  1977. 

Twelve  mostly  health-related  boards  are  scheduled  for  re- 
view in  1979.   The  Auditor  and  DORA  are  again  preparing  reports 
to  be  completed  in  December.   The  Auditor's  staff  will  follow 
basically  the  same  process  of  questionnaires,  interviews,  and 
examinations  of  agency  files  in  preparing  their  reviews  but  may 
experiment  with  the  presentation  of  their  findings  to  see  what 
legislators  find  most  useful.   The  reports  will  stick  to  the 
same  procedure  of  offering  alternative  recommendations  on  basic 
policy  questions  and  more  precise  recommendations  in  operational 
areas.   No  additional  staff  has  been  allocated  for  Sunset  reviews. 
Staff  has  been  reassigned  to  meet  the  new  work  demands  but  re- 
sources are  somewhat  stretched. 

DORA  is  carrying  out  its  reviews  this  year  without  the  aid 
of  University  of  Colorado  students.   DORA  still  plans  to  issue 
reports  on  each  agency  which  will  have  a  broad  focus  --  both  an 
examination  of  need  and  of  the  boards'  performances.   Department 
staff  are  preparing  basic  informational  documents  on  each  board 
for  a  series  of  task  forces  composed  of  representatives  from  the 
regulated  industry,  consumer  representatives  and  legislators. 
The  task  forces  will  discuss  recommendations  which  are  then 
incorporated  in  the  reports.   If  consensus  is  not  reached  on  a 
particular  question,  alternative  proposals  will  be  included. 
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As  in  1911 ,    all  legislative  deliberation  will  take  place 
during  the  session  which  could  produce  some  scheduling  problems. 
A  bill  to  establish  a  single  joint  interim  committee  to  handle 
Sunset  passed  the  Senate  this  year  but  died  in  the  House.   Since 
the  evaluation  reports  are  to  be  completed  six  months  earlier 
next  year,  the  Legislature  may  decide  to  schedule  some  committee 
deliberation  during  the  interim. 

For  further  information,  contact:   Robert  Scott,  State 
Auditor,  Suite  2410,  1660  Lincoln,  Denver,  Colorado  80203, 
(303)  839-2051. 


CONNECTICUT 

In  19  77,  Connecticut  became  the  seventeenth  state  to  enact 
Sunset  legislation  (sections  572-584  of  Chapter  614  of  1977) . 
The  Sunset  provisions  of  this  major  reorganization  act  provide 
for  the  termination  of  about  100  regulatory  agencies  and  licensing 
boards  from  1980  to  1984.   The  Legislative  Program  Review  and 
Investigations  Committee  is  required  to  prepare  performance 
audits  of  those  agencies  up  for  review.   The  new  Joint  Committee 
on  Government  Administration  and  Policy  will  hold  public  hearings 
and  make  recommendations  to  the  Legislature.   No  agency  may  be 
recreated  for  more  than  five  years.   If  terminated,  the  agencies 
continue  in  existence  for  one  year  to  wind  up  their  affairs. 

For  further  information,  contact:   Linda  Adams,  Director, 
Office  of  Program  Review  and  Investigations,  Room  402,  State 
Capitol,  Hartford,  Connecticut  06115,  (203)  566-4843. 


FLORIDA 

In  1976,  Florida  became  the  second  state  to  enact  a  Sunset 
law  (Chapter  76-168  of  1978) .   Common  Cause  opposed  a  more 
sweeping  Sunset  bill  and  endorsed  the  bill  that  was  enacted. 
The  law  provides  for  the  termination  of  94  regulatory  laws  from 
1978  to  1982.   The  law  requires  the  appropriate  standing  commit- 
tees sitting  jointly  to  begin  their  reviews  based  on  criteria 
established  in  the  law  one  year  prior  to  termination.   The 
committees  must  report  their  recommendations  to  the  Legislature 
by  February  15  of  the  year  of  termination.   No  law  may  be  re- 
created for  more  than  six  years.   If  terminated,  the  unit  of 
government  responsible  for  carrying  out  the  law  continues  in 
existence  for  one  year. 

The  law  established  a  Joint  Committee  to  assist  in  implemen- 
tation.  In  1977,  the  Joint  Committee  recommended  and  the  Legis- 
lature agreed  to  cut  from  36  to  12  the  laws  scheduled  for  termi- 
nation in  1978  and  to  schedule  some  reviews  in  1979.   The 
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termination  schedule  was  further  modified  to  include  three  new 
laws  (12  in  1978;  25  in  1979;  24  in  1980;  36  in  1982).   In  addi- 
tion, the  legislative  committee  review  is  to  begin  2  years  instead 
of  one  year  prior  to  termination  (Chapter  77-457  of  1977) . 

The  House  and  Senate  Government  Operations  Committees  split 
the  task  of  reviewing  the  twelve  laws  scheduled  to  terminate  in 
1978.   The  Committees'  recommendations  and  accompanying  legisla- 
tion were  completed  by  the  opening  of  the  legislative  session  in 
April.   The  House  Committee  recommended  repeal  of  three  laws 
and  modifications  of  three  others.   The  Senate  Committee  recom- 
mended repeal  of  two  laws  and  modifications  of  four  others.   The 
Legislature  re-enacted  eight  laws  with  modifications  and  termi- 
nated the  four  laws  regulating  sanitarians,  watchmaking,  yacht  and 
shipbrokers,  and  shorthand  court  reporters.   The  re-enacting 
legislation  placed  the  independent  regulatory  boards  more  firmly 
under  the  control  of  the  State  Department  of  Professional  and 
Occupational  Regulation  and  placed  at  least  two  lay  members  on 
every  board. 

The  staffs  of  the  Government  Operations  Committees  in  both 
Houses  reviewed  all  of  the  regulatory  statutes  covered  in  the 
law  and  the  boards  administering  them.   The  two  staffs  had  some- 
what different  approaches  for  their  reviews  and  used  different 
formats  to  present  their  findings.   The  Senate  prepared  a  more 
formal  report  with  recommendations  while  the  House  proposed 
alternative  modifications.   Both  groups  looked  at  the  need  cri- 
terion as  well  as  measures  of  performance.   The  findings  were 
based  on  board  responses  to  written  questionnaires,  field  visits, 
and  an  examination  of  board  files.   The  Senate  staff  made  a 
special  effort  to  minimize  the  potentially  adversarial  nature 
of  the  review  by  meeting  with  board  representatives  as  the  re- 
views began  to  clarify  goals  and  procedures. 

The  Legislature  did  not  provide  additional  staff  for  this 
review  work.   Five  or  six  committee  staff  from  each  House  worked 
on  Sunset  in  addition  to  their  other  responsibilities.   As  a 
generalist  staff  they  felt  at  a  disadvantage  in  some  of  the  regu- 
latory fields  and  hope  to  enlist  expert  help  in  the  future. 

The  review  committees  in  both  Houses  took  their  responsibi- 
lity seriously  and  devoted  considerable  time  to  their  review. 
Subcommittees  were  assigned  different  laws  to  study.   In  the 
House,  some  individual  legislators  became  personally  involved 
in  reviewing  particular  laws.   They  conducted  interviews  and  held 
informal  hearings  in  their  home  districts. 

Communicating  review  findings  to  the  full  Legislature  in 
time  to  be  responsive  to  heavy  lobbying  was  disappointing  during 
this  first  experience.   Lobbying  by  masseurs  and  cosmetologists, 
for  example,  had  its  impact  early  in  the  process  by  turning 
around  House  subcommittee  recommendations  in  full  committee. 
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Further  efforts  to  remove  modifications  were  successful  in  the 
Senate.   Representatives  of  harbor  pilots  were  especially  tho- 
rough in  their  lobbying  for  the  status  quo.   Some  legislators 
were  recipients  of  a  Christmas  trip,  and  one  former  Senator  and 
one  former  House  member  were  hired  to  represent  the  pilots'  in- 
terests during  the  session.   In  the  end,  the  Board  of  Harbor 
Pilots  was  exempted  from  some  of  the  modifications  applied  to 
other  boards.   To  increase  reliance  on  evaluation  reports  in  the 
future,  the  House  staff  is  considering  the  preparation  of  special 
summaries  for  legislators. 

Extensive  press  coverage  of  the  process  and  widespread  notice 
soliciting  public  input  did  not  succeed  in  involving  many  citizens. 
Consumer  advocates  who  were  urged  to  participate  did  not  appear, 
citing  lack  of  knowledge  and  little  interest  in  the  first  twelve 
boards.   More  participation  is  likely  in  the  future  when  more 
controversial  boards  are  reviewed.   Evening  or  regional  hearings 
may  be  scheduled  for  agencies  such  as  medical  or  funeral  boards. 

In  spite  of  the  heavy  lobbying  and  lack  of  citizen  interest, 
Sunset  review  did  achieve  some  worthwhile  changes  and  provoked  a 
greater  interest  in  legislative  oversight.   As  in  other  states, 
agencies  scheduled  for  future  reviews  are  making  efforts  to  im- 
prove their  operations  through  administrative  changes  and  pro- 
posed legislation.   The  process  was  frustrating  for  some  legis- 
lators whose  efforts  to  bring  about  change  received  little  citizen 
interest  or  support  and  who  then  saw  much  of  their  work  under- 
mined by  intense  lobbying.   Most  legislators,  especially  those 
on  the  review  committees,  did  learn  from  the  process,  however, 
and  are  better  prepared  for  next  year. 

Twenty-five  laws  are  scheduled  for  termination  in  1979. 
The  recently-created  House  Regulatory  Reform  Committee,  formed 
in  November  of  1978,  will  review  thirteen  mostly  health  related 
laws  and  boards,  and  the  Senate  committee  will  look  at  twelve 
more  diverse  boards.   Staff  reviews  are  in  progress  and  should 
be  completed  by  the  end  of  March. 

For  further  information,  contact:   Gary  Van  Ostrand,  Staff 
Director,  Committee  on  Regulatory  Reform,  Room  220,  House  Office 
Building,  State  Capitol,  Tallahassee,  Florida  32304  (904)  488-0998  ; 
and  Jack  Overstreet,  Staff  Director,  Senate  Government  Operations 
Committee,  Room  404,  Senate  Office  Building,  State  Capitol, 
Tallahassee,  Florida  32304,  (904)  488-7833. 


GEORGIA 

In  1977,  Georgia  became  the  sixth  state  to  enact  a  Sunset 
law  (Act  613  of  1977) .   The  law  provides  for  the  termination  of 
44  regulatory  agencies  and  their  statutes  from  1978  to  1982 
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(10  in  1978;  17  in  1980;  and  17  in  1982).   The  State  Auditor  (who 
is  elected  by  the  Legislature)  is  required  to  prepare  a  performance 
audit  on  each  agency.   The  appropriate  standing  committees  are 
required  to  hold  public  hearings  and  report  their  recommendations 
to  the  Legislature.   No  agency  or  law  may  be  recreated  for  more 
than  six  years.   If  terminated,  the  agencies  continue  in  existence 
for  one  year  to  wind  up  their  affairs,  but  the  statutes  relative 
to  the  agencies  are  terminated. 

Ten  licensing  boards  were  scheduled  for  termination  in  1978. 
Several  of  the  boards  were  relatively  new  and  the  Legislature 
thought  they  needed  more  time  to  develop  a  record  and  recreated 
the  boards  for  periods  of  from  two  to  six  years.   Some  statutory 
changes  were  made  in  the  operation  or  composition  of  the  boards. 

Reviews  were  prepared  for  every  agency  by  the  State  Auditor 
which  attempted  to  provide  information  responding  to  the  criteria 
in  the  law.   The  staff  reports  focused  mainly  on  agency  effec- 
tiveness, offered  recommendations  on  improved  operations  and 
suggested  some  combining  of  boards.   No  recommendations  were 
made  on  whether  to  continue  an  agency.   To  aid  legislators  in 
making  those  decisions,  the  reports  included  results  of  surveys 
to  sample  groups  of  licensees  and  users  who  were  asked  about 
the  need  for  the  boards. 

The  Auditor's  staff  met  with  the  Joint  Secretary  for  State 
Examining  Boards  (providing  administrative  support  to  boards) 
and  board  representatives  before  drafting  an  outline  of  the  pro- 
posed review.   When  their  research  was  completed,  they  again  sat 
down  with  board  representatives  to  go  over  the  findings. 

The  Legislature  funded  four  new  positions  in  the  Auditor's 
office  to  work  on  Sunset  in  addition  to  other  mandated  responsi- 
bilities. 

The  legislative  review  committees  made  use  of  the  interim 
for  their  deliberations.   The  process  was  somewhat  rushed  since 
the  law  had  only  been  in  effect  a  few  months  before  recommenda- 
tions had  to  be  made  to  the  1978  Legislature.   This  is  not  a 
problem  for  the  second  set  of  agencies  which  are  not  scheduled 
to  terminate  until  1980.   Most  of  the  operational  changes  recom- 
mended in  the  reports  were  adopted  by  the  boards  without  legis- 
lative involvement,  but  the  review  process  still  proved  educational 
to  interested  legislators. 

Public  participation  and  press  coverage  were  limited  mostly 
to  the  public  hearings. 

For  further  information,  contact:   Charles  Lunsford,  Director 
of  Performance  Audit  Section,  State  Auditor's  Office,  Room  115, 
State  Capitol,  Atlanta,  Georgia  30334,  (404)  656-2006. 
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HAWAII 

In  1977,  Hawaii  became  the  fifteenth  state  to  enact  a  Sunset 
law  (S.B.  460) .   The  law,  which  was  endorsed  by  Common  Cause, 
terminates  the  underlying  statutes  of  39  boards  and  commissions 
in  the  Department  of  Regulatory  Agencies  from  1978  to  1983.   The 
agencies  under  review  are  required  to  provide  a  special  joint 
committee  with  an  impact  statement  which  evaluates  the  agency's 
compliance  with  policies  listed  in  the  law.   No  agency  may  be 
recreated  for  more  than  six  years. 

Six  licensing  boards  were  scheduled  to  terminate  in  1978. 
The  Legislature  decided  to  continue  four  of  the  boards  and  termi- 
nate two  —  Escort  Agencies  and  the  Board  of  Photography  —  which 
had  never  actually  been  formed. 

Although  not  required  in  the  law,  the  Legislative  Auditor 
was  asked  by  the  Legislature  to  assess  the  adequacy  of  each 
board's  impact  statement.   The  Department  of  Regulatory  Agencies 
prepared  the  impact  statements  on  the  two  boards  which  had  never 
been  formed.   It  recommended  that  the  boards  be  allowed  to  termi- 
nate and  the  Auditor  agreed.   After  reviewing  statements  from 
four  active  boards,  however,  the  Auditor  found  inadequate 
responses  to  the  criteria  and  sent  a  brief  report  to  the  joint 
interim  review  committee  pointing  out  the  missing  data. 

The  joint  committee  thought  that  the  four  boards  should  be 
given  a  further  chance  to  make  their  case  to  the  1978  session 
and  did  not  recommend  termination  on  the  basis  of  public  hearings 
where  the  boards  testified  but  in  which  few  unregulated  citizens 
participated.   A  House  standing  committee  recommended  termination 
of  boards  regulating  barbers  and  massage  parlors  and  proposed 
changes  for  the  boards  overseeing  podiatrists  and  naturopaths. 
The  Senate,  however,  revived  the  first  two  boards  with  no  improve- 
ments.  Heavy  lobbying  played  a  critical  role  in  this  final  deci- 
sion.  Review  will  recur  for  the  barbers  in  1980  when  the  cosme- 
tologists are  scheduled  for  termination.   The  Board  of  Massage 
will  be  reviewed  in  1979. 

Impact  statements  for  the  six  boards  scheduled  to  terminate 
in  1979  were  completed  by  the  end  of  October,  but  the  joint  com- 
mittee will  not  meet  to  review  the  statements  until  after  the 
November  elections.   The  Legislative  Auditor  has  not  been  asked 
to  evaluate  the  statements. 

For  further  information,  contact:  Clinton  Tanimura,  Legis- 
lative Auditor,  Room  8,  State  Capitol  Building,  Honolulu,  Hawaii 
96813,  (808)  548-2450. 
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INDIANA 

In  1977,  Indiana  became  the  eleventh  state  to  enact  Sunset 
legislation.  One  law  (H.B.  2181)  terminates  about  twenty  advi- 
sory commissions  in  December  1978  and  creates  a  Joint  Committee 
to  set  up  a  Sunset  schedule  for  other  state  agencies. 

A  second  law  (H.B.  1763)  terminates  agencies  created  by 
executive  order  when  a  Governor  leaves  office,  terminates  agencies 
created  by  concurrent  resolution  when  a  General  Assembly  winds 
up  every  two  years,  and  terminates  all  new  agencies  after  ten 
years  unless  otherwise  stated  in  the  enacting  legislation. 

In  1978,  Indiana  enacted  a  comprehensive  Sunset  law  (S.Enr. 
Act  No.  4  3  of  1978)  providing  for  the  termination  of  over  350 
agencies  from  1980  to  1987.   The  Legislative  Council  is  required 
to  prepare  reviews  of  each  agency.   The  Governor  is  also  to  sub- 
mit recommendations.   The  appropriate  standing  committees  are 
required  to  hold  public  hearings  and  report  their  recommendations 
to  the  Legislature.   Through  an  executive  order,  the  Governor  may 
provide  a  terminated  agency  with  one  year  to  wind  up  its  affairs. 

The  twenty-one  advisory  commissions  scheduled  for  termination 
in  H.B.  2181  of  1977  were  basically  inactive  and  will  be  allowed 
to  die  without  review. 

For  further  information,  contact:   Stephen  Grimes,  Director, 
Office  of  Fiscal  Management  Analysis,  Room  302,  State  House, 
Indianapolis,  Indiana  46204,  (317)  269-3550. 


IOWA 

The  General  Assembly  adopted  a  Sunset  amendment  to  a  program 
evaluation  bill  in  the  closing  days  of  the  1976  session  (H.F. 
1573) .   The  bill  provided  for  the  termination  of  77  departments 
and  regulatory  agencies  from  1977  to  1982.   Because  of  the  hasty 
manner  of  approval  (without  public  hearing  or  serious  delibera- 
tion) and  the  broad  coverage  of  the  bill.  Common  Cause  urged  the 
Governor  to  veto  the  bill.   On  June  28,  1976,  Governor  Ray  vetoed 
the  bill. 

In  1978,  the  General  Assembly  established  a  Legislative 
Oversight  Bureau  to  conduct  performance  audits  and  program  evalua- 
tions of  state  government  and  to  provide  general  support  for  the 
General  Assembly's  oversight  responsibility  (H.F.  246  of  1978). 
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KANSAS 

In  April  of  1978,  Kansas  became  the  twenty-sixth  state  to 
enact  a  Sunset  law  (H.B.  2976  of  1978) .   The  law,  which  was  en- 
dorsed by  Common  Cause,  provides  for  the  termination  of  35  agencies, 
mostly  regulatory,  from  1979  to  1984.   The  law  requires  the 
Legislative  Post  Auditor  to  prepare  performance  audits  for  each 
agency  under  review.   The  audits  must  be  received  by  the  Legisla- 
tive Post  Audit  Committee  at  least  nine  months  before  termination. 
Standing  committees  in  each  House  of  the  Legislature  are  to  con- 
duct public  hearings  and  prepare  recommendations.   No  agency  may 
be  recreated  for  more  than  six  years.   If  an  agency  is  terminated, 
it  has  one  year  to  wind  up  its  affairs. 

For  further  information,  contact:   Richard  Brown,  Post  Auditor, 
Mills  Building,  9th  and  Kansas  Avenues,  Topeka,  Kansas  66601, 
(913)  296-3014. 


KENTUCKY 

In  1974,  the  Legislature  enacted  a  law  that  abolished  all 
administrative  regulations  unless  printed  in  Kentucky's  Adminis- 
trative Register  and  filed  with  and  reviewed  by  the  Administrative 
Regulation  Review  Subcommittee  (K.R.S.  §§  13.084  and  13.085). 
According  to  Kentucky's  Legislative  Research  Commission,  the  law 
helped  trim  2,572  regulations  to  1,601. 

In  1975,  Governor  Carroll  issued  an  executive  order  that 
abolished  all  of  the  state  government's  forms  effective  June  30, 
1976  and  established  a  review  process  to  determine  which  should 
be  re-established  (Executive  Order  75-916  of  1975) .   According 
to  the  Governor's  office,  25%  of  the  state's  8,601  forms  were 
eliminated  and  18%  were  simplified. 

LOUISIANA 

In  1976,  Louisiana  became  the  third  state  to  enact  a  Sunset 
law  (Act  No.  277  of  1976) .   The  law  provides  for  the  termination 
of  all  twenty  of  the  state's  departments  from  1979  to  1982.   The 
appropriate  standing  committees  are  required  to  conduct  zero- 
based  reviews  of  the  departments  and  report  their  findings  to  the 
Legislature.   The  committees  must  begin  their  zero-based  reviews 
two  years  before  termination  (e.g. ,  July  of  1977  for  the  five 
departments  scheduled  for  termination  in  1979)  and  the  Legisla- 
ture is  to  review  the  departments  one  year  before  termination. 
No  department  may  be  recreated  for  more  than  four  years.   If  a 
department  is  terminated,  the  statutes  relative  to  the  department 
are  construed  as  repealed. 

Act.  No.  357  of  1978  established  a  Joint  Committee  on  Legis- 
lative Oversight  to  oversee  implementation  of  the  Sunset  law  and 
to  have  continuing  responsibility  for  reorganization  proposals 
and  for  program  evaluation. 
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The  five  agencies  scheduled  to  lierminate  in  197  9  were  re- 
viewed by  the  Legislature  this  year  and  re-established  for  four 
more  years.   Little  staff  work  was  dtjne  and  no  changes  were  made. 
Since  larger  departments  are  scheduled  next  in  the  cycle,  more 
staff  preparation  is  anticipated.   The  exact  review  procedure, 
however,  is  left  up  to  the  individual  standing  committees  which 
are  staffed  by  the  Legislative  Council.   The  Legislative  Finance 
Office,  with  experience  in  performance  reviews,  is  training  council 
staff  on  methodology.   The  suggested  format  is  for  the  staff  to 
collect  all  existing  information  on  these  agencies  including  the 
ZBB  reviews.   The  staff  can  then  study  the  material,  propose 
problem  areas  to  the  committees  for  their  reactions  and  determine 
a  focus  for  the  reviews.   Reports  would  be  prepared  based  on  an 
investigation  of  those  agreed  upon  areas  of  concern. 

The  Joint  Committee  on  Legislative  Oversight  met  in  late 
October  of  1978  to  discuss  its  role  in  Sunset.   The  Committee 
established  a  task  force  composed  of  executive  and  legislative 
branch  personnel  to  make  recommendations  on  the  implementation 
of  Sunset.   The  task  force  is  to  report  to  the  Committee  by 
November  15. 

For  further  information,  contact:   Joe  Kyle,  Legislative 
Fiscal  Officer,  P.  O.  Box  44097,  Baton  Rouge,  Louisiana  70804, 
(504)  389-2657. 


MAINE 

In  1977,  Maine  became  the  twenty-third  state  to  enact  a  Sunset 
law  (L.D.  1206  of  1977) .   The  law,  which  was  endorsed  by  Common 
Cause,  provides  for  the  termination  of  over  60  agencies,  primarily 
regulatory  and  licensing  agencies,  from  1980  to  1988  and  places 
Executive  Departments  on  a  coterminus  ZBB  review  schedule.   The 
Joint  Performance  Audit  Committee  will  review  reports  from  the 
agencies  and  from  the  Legislature's  Department  of  Audit.   No 
agency  may  be  recreated  for  more  than  ten  years  and  if  terminated 
has  one  year  to  wind  up  its  affairs. 

Chapter  683  of  1978  amended  the  law  by  adding  over  2  0  boards 
and  commissions  to  the  termination  schedule.   Because  the  perfor- 
mance audit  division  had  been  moved  from  the  Department  of  Audit 
to  the  Legislative  Finance  Office,  the  law  also  gave  the  responsi- 
bility for  Sunset  reviews  to  the  Legislative  Finance  Office.   A 
new  section  also  institutes  a  Sunset  review  process  for  agency 
rules.   In  1979^  standing  committees  will  be  responsible  for 
recommending  a  schedule  terminating  all  rules  by  1984.   Standing 
committees  will  then  review  the  rules  according  to  criteria  in 
the  law  and  make  recommendations  in  a  report  to  the  Legislature. 
No  rule  may  be  continued  for  more  than  five  years. 
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For  further  information,  contact:   Edgar  Catlin,  Committee 
Assistant,  Performance  Audit  Committee,  Room  431,  State  House, 
Augusta,  Maine  04333,  (207)  289-2496. 

MARYLAND 

In  May  of  1978,  Maryland  became  the  twenty-seventh  state  to 
enact  Sunset  legislation  (Chapter  808  of  1978) .   The  law,  which 
was  endorsed  by  Common  Cause,  provides  for  the  evaluation  and 
termination  of  62  regulatory  agencies  between  1980  and  1984. 
Two  years  before  a  board  is  scheduled  for  its  July  termination, 
a  designated  legislative  committee  is  to  prepare  an  evaluation 
plan  after  consultation  with  the  board,  the  Department  of  Budget 
and  Fiscal  Planning,  and  the  Legislative  Department  of  Fiscal 
Services.   By  November  15,  the  Department  of  Fiscal  Services  is 
to  prepare  an  evaluation  report  for  each  board  based  on  these 
evaluation  plans  and  the  criteria  in  the  law.   The  designated 
committees  must  hold  public  hearings  on  evaluation  report  findings 
by  December  15.   Recommendations  and  appropriate  legislation  must 
be  prepared  by  the  8th  day  of  the  session.   If  an  agency  is  not 
recreated  it  then  has  one  year  to  wind  up  its  affairs  before 
termination.   No  agency  may  be  recreated  for  more  than  six  years. 

For  further  information,  contact:   Don  Weather spoon.  Depart- 
ment of  Fiscal  Services,  90  State  Circle,  Annapolis,  Maryland 
21401,  (301)  269-2801. 


MISSISSIPPI 

In  1978,  the  Legislature  passed  a  Sunset  bill  (S.B.  No.  2310) 
providing  for  the  termination  of  70  agencies  from  1979  to  1982. 
The  Governor  vetoed  the  bill,  arguing  that  existing  legislative 
committees  already  perform  similar  functions  and  that  there  were 
already  too  many  time  demands  on  the  part  time  legislators  during 
the  session. 

[see  Addendum] 

MONTANA 

In  1977,  Montana  became  the  twelfth  state  to  enact  a  Sunset 
law  (Chapter  562  of  1977).   The  law  terminates  45  agencies,  pri- 
marily professional  and  occupational  licensing  boards.   The  law 
requires  the  Legislative  Audit  Committee  to  conduct  reviews  of 
each  agency  for  the  standing  committees  of  the  Legislature.   If 
an  agency  is  recommended  for  termination,  the  evaluation  report 
is  to  include  proposed  legislation  to  repeal  or  otherwise  deal 
with  the  statutes  pertaining  to  that  agency.   If  an  agency  is 
terminated,  it  has  one  year  to  wind  up  its  affairs. 
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Fourteen  licensing  boards  are  scheduled  for  termination  in 
1979.   The  Legislative  Auditor  has  prepared  performance  audits 
on  all  of  the  boards  focusing  on  the  need  criterion  listed  in  the 
law  and  including  an  examination  of  board  operations.   The  re- 
ports are  based  on  questionnaires,  interviews,  and  reviews  of 
agency  records. 

The  Auditor's  office  took  special  care  to  keep  all  interested 
parties  informed  from  the  beginning  of  each  review  to  minimize 
defensiveness.   They  also  tried  to  reach  out  to  as  many  people 
for  information  as  possible.   For  example,  in  a  cover  memo  of  the 
report  on  the  Board  of  Public  Accountants,  the  Auditor  explains 
that  contents  of  the  report  were  discussed  with  a  large  number 
of  individuals  and  organizations,  including  the  Director  of  the 
Department  of  Professional  and  Occupational  Licensing,  the  members 
of  the  Board,  the  Governor's  Office  of  Budget  and  Program  Planning, 
and  the  state  society  of  CPAs.   The  reports  offer  alternative 
solutions  without  specific  recommendations  —  leaving  that  task 
to  the  Audit  Committee.   No  additional  staff  was  provided  for  the 
Sunset  review.   As  a  result,  some  regular  program  audit  work  has 
been  interrupted  by  the  added  responsibility  of  Sunset. 

The  Audit  Committee  has  been  meeting  monthly  to  consider  the 
evaluation  reports.   It  plans  to  develop  recommendations  by  the 
end  of  October  and  will  prepare  appropriate  legislation  by  the 
time  the  Legislature  convenes  in  January.   The  review  process  is 
proceeding  on  schedule  and  the  Committee  hopes  the  momentum  will 
be  maintained  throughout  the  Legislature's  deliberations.   The 
Committee  plans  to  suggest  certain  procedures  to  the  leadership 
to  ensure  a  smooth  and  responsible  process.   One  suggestion  will 
be  that  standing  committee  hearings  be  scheduled  early  in  the 
session.   In  addition  to  the  individual  reports  which  are  avail- 
able from  the  Auditor,  all  legislators  will  receive  a  summary 
report  of  the  Committee's  recommendations  at  the  beginning  of 
the  session. 

Widespread  notice  has  not  produced  much  public  participation 
although  the  press  has  provided  good  coverage  of  Audit  Committee 
deliberations. 

In  preparation  for  Sunset  review,  many  of  the  boards  are 
improving  operational  procedures  and  are  proposing  statutory 
changes  on  their  own.   Adding  lay  members  to  boards  is  a  popular 
proposal . 

For  further  information,  contact:   Morris  Brusett,  Legislative 
Auditor,  State  Capitol,  Helena,  Montana  59601,  (406)  449-3122. 
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NEBRASKA 

In  1911 ,    Nebraska  became  the  thirteenth  state  to  enact  Sunset 
legislation  (L.B.  257  of  1977)  .   The  law,  which  was  endorsed  by 
Common  Cause,  terminates  over  30  agencies,  primarily  occupational 
licensing,  from  1978  to  1983.   The  Legislative  Council  will  over- 
see the  preparation  of  performance  audits  for  the  standing  commit- 
tees of  the  Legislature.   No  agency  may  be  recreated  for  more 
than  six  years.   If  terminated,  an  agency  has  one  year  to  wind 
up  its  affairs. 

Five  licensing  boards  and  the  Department  of  Economic  Develop- 
ment were  scheduled  to  terminate  in  1978.   All  six  agencies  were 
recreated  with  few  modifications. 

The  Legislative  Fiscal  Analyst  prepared  reports  on  each 
agency  under  review.   The  reports  included  both  a  determination 
of  need  as  well  as  a  review  of  the  agencies'  performance.   The 
agencies  responded  to  questionnaires  and  aided  in  collecting  addi- 
tional information  for  the  evaluators.   When  the  reports  were 
completed,  they  were  sent  to  the  agencies  for  comment.   Their 
written  responses  then  became  a  part  of  the  reports. 

The  reports  included  alternative  proposals  instead  of  speci- 
fic recommendations.   The  Performance  Review  Committee  which  re- 
viewed the  reports  during  the  interim  before  they  were  sent  to 
the  standing  committees  chose  not  to  make  any  recommendations. 
This  lack  of  initial  recommendations  seemed  to  encourage  a  resis- 
tance to  change  when  first  the  standing  committees  and  then  the 
Legislature  made  decisions.   As  a  result,  few  statutory  modifi- 
cations were  made  although  several  boards  testified  about  opera- 
tional improvements  which  were  made  in  preparation  for  Sunse-t 
review.   In  1979,  the  Performance  Review  Committee  will  probably 
take  the  initiative  in  making  recommendations. 

Notice  of  public  hearings  was  widespread,  but  few  citizens 
other  than  those  regulated  contributed  to  the  process.   Press 
coverage  was  quite  thorough  especially  when  the  evaluation  reports 
were  released  and  during  the  early  deliberation  in  Committee. 

Four  regulatory  boards  and  the  State  Office  of  Planning  and 
Programming  are  scheduled  to  terminate  in  1979.   As  required  by 
law,  the  evaluation  reports  were  completed  by  October  1  for  dis- 
tribution to  the  Performance  Review  Committee  where  they  were 
adopted  and  then  forwarded  to  the  standing  committees  for  considera- 
tion.  The  Performance  Review  Committee  is  considering  recommenda- 
tions it  will  make  to  these  committees. 

For  further  information,  contact:   William  Brunsen,  Fiscal 
Analyst,  Room  1007,  State  Capitol,  Lincoln,  Nebraska  68509, 
(402)  471-2263. 
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NEW  HAMPSHIRE 

In  1911 ,    New  Hampshire  became  the  twenty-second  state  to 
enact  a  Sunset  law  (Chapter  436  of  1977)  .   The  law  creates  the 
Joint  Legislative  Committee  on  Review  of  Agencies  and  Programs 
which  submitted  legislation  in  early  August  of  1978  establishing 
a  schedule  for  termination  of  all  agencies  and  programs  by  1985. 
The  Joint  Committee  will  then  oversee  the  review  process.   The 
law  requires  the  legislative  budget  assistant  to  prepare  evalua- 
tion reports  on  the  agencies  under  review  for  the  standing  commit- 
tees.  The  committees  will  then  make  recommendations  to  the  General 
Court.   No  agency  may  be  recreated  for  more  than  six  years  and, 
if  terminated,  an  agency  has  nine  months  to  wind  up  its  affairs. 

In  August  of  1978,  the  General  Court  passed  the  Joint  Commit- 
tee's bill  (H.B.  69  of  the  1978  Special  Session)  establishing  a 
termination  schedule  for  almost  all  state  agencies  and  programs 
from  1981  to  198  5.   Each  odd-numbered  year  certain  program  appro- 
priation units  in  major  departments  plus  a  group  of  commissions, 
boards,  and  individual  agencies  are  slated  for  review,  approximately 
100  programs  for  each  two  year  period.   Common  Cause  had  urged 
unsuccessfully  that  the  Legislature  reduce  the  scope  of  the  Sunset 
law  but  did  succeed  in  its  advocacy  of  easing  into  the  review 
process  by  starting  with  a  modest  number  of  programs. 

The  Governor,  however,  vetoed  the  bill  primarily  for  consti- 
tutional reasons  stating  that  the  Legislature  does  not  have  the 
powers  to  abolish  programs  established  by  the , Governor  through 
executive  order  --  there  were  five  listed  in  the  bill'  s  schedule, 
all  federally  funded. 

Legislative  leaders  in  the  House  then  called  for  the  Supreme 
Court  to  rule  on  the  bill's  constitutionality.   On  September  20, 
1978,  the  Court  ruled  in  favor  of  the  Governor  on  the  isolated 
question  of  the  five  agencies.   "We  must  presume  the  Governor  was 
within  the  exercise  of  his  constitutional  power  in  issuing  and 
operating  under  these  Executive  Orders,  and  on  the  record  before 
us,  we  cannot  conclude  inescapably  that  the  Governor  has  exceeded 
his  constitutional  authority  so  as  to  place  these  agencies  out- 
side the  exemption  of  RSA  17-G:4."   (The  Sunset  law  exempts 
agencies  required  by  provisions  of  the  New  Hampshire  Constitution 
and  seven  others  such  as  the  state  prison) .   The  Court  did  add, 
however,  that  this  decision  does  not  imply  a  lack  of  legislative 
controls  on  the  executive  and  mentions  the  funding  of  executive 
agencies  through  the  appropriations  process  as  an  example  of  one 
control.   The  Court  specifically  affirmed  the  Legislature's  right 
to  terminate  statutory  agencies  and  programs  in  the  Executive 
Office  as  well  as  all  other  programs  in  the  schedule. 
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On  October  4,  1978,  the  House  overrode  the  veto  after  passing 
a  "trailer"  bill  (H.B.  71)  to  delete  the  five  affected  agencies. 
On  November  9,  the  Senate  followed  suit,  passing  H.B.  71  and 
unanimously  voting  to  override  the  Governor's  veto. 

Recognizing  the  heavy  workload  of  the  legislative  budget 
assistant,  efforts  will  be  made  to  amend  the  law  in  1979  dele- 
gating more  discretion  to  the  Joint  Committee  to  decide  how  tho- 
roughly to  review  each  agency  and  program. 

For  further  information,  contact:  Henry  Goode,  Legislative 
Budget  Assistance,  Room  101,  State  House,  Concord,  New  Hampshire 
03301,  (603)  271-3431. 


NEW  JERSEY 

In  April  of  1977,  Governor  Byrne  issued  Executive  Order 
No.  54  requiring  every  department  to  report  each  December  whether 
the  boards  within  their  jurisdictions  should  be  continued  and 
why.   By  the  following  February  the  Office  of  Governor's  Council 
is  to  report  to  the  Governor  and  the  Legislature  on  the  activities 
of  these  boards  and  offer  any  appropriate  legislation.   All 
boards  established  by  Executive  Order  are  also  subject  to  termi- 
nation after  three  years  unless  the  order  specifies  otherwise. 

In  April  of  1978,  the  Governor  issued  an  executive  order 
applying  the  Sunset  concept  to  all  administrative  regulations. 
To  assure  periodic  review  of  administrative  rules,  state  agencies 
are  required  to  establish  expiration  dates  of  no  more  than  five 
years  for  all  existing  and  future  rules  (Executive  Order  No.  66)  . 

Also  in  1978,  Assembly  Bill  Nos.  928  and  929  abolished  13 
Commissions  and  required  two  others  to  justify  their  existence 
in  1979. 


NEW  MEXICO 

In  1977,  New  Mexico  became  the  ninth  state  to  enact  a  Sunset 
law  (H.B.  133  of  1977) .   The  law,  which  was  endorsed  by  Common 
Cause,  provides  for  the  termination  of  28  occupational  licensing 
boards  and  16  other  state  agencies  from  1978  to  1980.   The  law 
requires  the  Legislative  Finance  Committee  to  make  recommendations 
to  the  Legislature  based  on  statutory  criteria.   No  agency  may 
be  recreated  for  more  than  six  years.   If  terminated,  an  agency 
continues  in  existence  for  one  year  to  wind  up  its  affairs. 

Nineteen  boards  were  scheduled  to  terminate  in  1978.   The 
Legislature  decided  to  recreate  thirteen  agencies  with  some  modifi- 
cations, and  terminated  four  relating  to  dry  cleaning,  employment. 
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massage,  and  polygraphy.   The  Collection  Agency  Board  had  been 
abolished  in  separate  legislation  in  1977. 

The  Legislative  Finance  Committee  staff  prepared  brief  re- 
views on  all  of  the  agencies  which  were  incorporated  into  one 
report.   The  staff  analysis  followed  the  criteria  in  the  law 
which  were  copied  from  Colorado.   Information  was  gathered  from 
forty  page  questionnaires  completed  by  the  agencies  and  from 
personal  interviews  with  board  members  and  staff.   The  final  re- 
ports contained  a  mixture  of  recommendations  and  alternative  pro- 
posals.  Briefing  sheets  identifying  problem  areas  were  also 
prepared  as  aids  to  members  of  the  Legislative  Finance  Committee. 

Although  the  staff  was  hard-pressed  to  fit  the  review  work 
into  their  regular  duties,  it  did  a  competent  job  and  found  that 
the  report's  brevity  made  it  easy  for  the  legislators  to  read 
and  use.   The  office  is  seeking  an  additional  analyst,  in  part 
to  help  with  further  reviews. 

The  Legislative  Finance  Committee  reviewed  the  reports  during 
the  interim  and  adopted  most  of  the  staff  recommendations.   Legis- 
lative consideration,  however,  was  disappointing.   Thoughtful 
deliberation  was  hampered  by  a  short  thirty  day  session.   No  one 
had  been  designated  to  draft  legislation  incorporating  the  recom- 
mendations.  As  a  result,  there  were  few  changes  except  for  in- 
ternal improvements  by  the  boards  themselves,  although  the  General 
Appropriations  Act  did  include  provisions  intended  to  increase 
public  access.   Next  year,  the  Legislative  Finance  Committee  will 
prepare  appropriate  legislation  and  arrange  for  its  introduction. 

One  approach  which  the  Legislative  Finance  Committee  staff 
found  successful  was  the  decision  to  propose  changes  applicable 
to  all  boards  —  i.e. ,  adding  lay  members,  improving  complaint 
procedures  through  such  requirements  as  a  full-time  answering 
service  for  each  board.   The  staff  found  a  greater  willingness 
among  the  boards  to  accept  these  changes  since  no  individual 
board  wanted  to  stand  out  as  unresponsive. 

Public  participation  was  disappointing  except  for  one  night 
hearing  which  Common  Cause/New  Mexico  suggested  and  helped  publi- 
cize.  Over  100  people  attended.   Each  person  who  spoke  was  asked 
to  state  whether  he  or  she  was  regulated  by  one  of  the  agencies 
or  related  to  someone  who  was.   Press  coverage  was  comprehensive, 
especially  during  the  committee  deliberations. 

For  further  information,  contact:   Maralyn  Budke ,  Director, 
Legislative  Finance  Committee,  State  Capitol,  Santa  Fe ,  New  Mexico 
87503,  (505)  827-5661. 
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NORTH  CAROLINA 

In  1977,  North  Carolina  became  the  twenty-first  state  to 
enact  a  Sunset  law  (Chapter  712  of  1977) .   The  law,  which  was  en- 
dorsed by  Conunon  Cause,  provides  for  the  termination  of  105  sta- 
tutes relating  to  licensing  boards  and  regulatory  functions  from 
1979  to  1983.   A  ten  member  independent  commission  (the  Governor 
appoints  six  members;  the  Lt.  Governor  appoints  two  Senators;  the 
Speaker  of  the  House  appoints  two  Representatives)  is  established 
to  conduct  the  reviews  and  to  make  recommendations  to  the  appro- 
priate standing  committees  of  the  Legislature.   The  Legislature 
appropriated  $150,000  for  the  Commission's  first  year  of  operation. 
If  terminated,  a  law  continues  in  existence  for  one  year. 

An  Executive  Director  was  appointed  in  June  of  1978,  and  a 
small  staff  has  been  assembled.   Evaluations  of  35  statutes  are 
due  to  the  Commission  members  November  15th.   Commission  recommen- 
dations are  to  be  available  to  the  Legislature  by  January  1.   The 
Commission  hopes  to  extend  this  deadline  until  March. 

For  further  information,  contact:   Paul  Jordan,  Executive 
Director,  Governmental  Review  Commission,  411  N.  Blount,  Raleigh, 
North  Carolina  27611,  (919)  733-6765. 


OKLAHOMA 

In  1977,  Oklahoma  became  the  seventh  state  to  enact  a  Sunset 
law  (S.B.  138  of  1977)  .   As  enacted,  the  bill  proposed  by  the 
Governor  terminates  111  agencies,  predominantly  occupational 
licensing  boards  and  advisory  commissions,  from  1978  to  1983  (21 
in  1978;  15  in  1979;  18  in  1980;  16  in  1981;  20  in  1982;  and  21 
in  198  3) .   Common  Cause  endorsed  the  bill  after  the  House  dropped 
80  boards  and  agencies  from  the  Senate  passed  bill.   The  agencies 
under  review  are  required  to  provide  the  appropriate  standing 
committees  meeting  jointly  with  certain  information  specified 
in  the  law,  including  a  zero-based  operating  budget  review.   No 
agency  may  be  recreated  for  more  than  six  years.   If  terminated, 
an  agency  has  one  year  to  wind  up  its  affairs. 

Twenty-one  boards  and  advisory  commissions  were  scheduled  to 
terminate  in  1978.   The  Legislature  decided  to  terminate  twelve 
agencies  and  to  continue  nine  with  some  modifications.   All  of 
these  were  small  agencies  and  reasons  for  termination  included 
duplication  (the  Water  Conservation  Storage  Commission  duplicated 
a  board) ,  inactivity  (the  Board  of  Electrology  had  existed  for 
only  12  licensees)  ,  and  unproven  need  to  be  a  state  agency  (one 
museum  commission  was  already  operating  without  state  aid) . 
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Evaluation  reports  were  prepared  for  all  of  the  agencies  by 
the  fiscal  services  and  research  staffs  of  the  Legislative  Council. 
The  reports  provided  basic,  background  information  to  help  respond 
to  the  criteria  in  the  law  but  offered  no  recommendations  or  alter- 
native proposals.   Alternative  solutions  may  be  proposed  in  the 
future  but  the  committees  saw  no  need  for  major  changes  in  this 
first  group.   Information  in  the  reports  was  based  on  agency 
responses  to  two  detailed  questionnaires. 

No  additional  staff  was  provided  for  the  Sunset  review.  The 
fiscal  staff  has  explained  to  the  Legislature  that  it  may  have  to 
shift  priorities  in  the  future  when  larger  and  more  controversial 
agencies  come  up  for  review. 

A  joint  interim  committee  working  in  subcommittees  devoted 
considerable  time  to  reviewing  the  reports  and  recommended  seven 
terminations.   Appropriate  standing  committees  then  conducted 
reviews  and  five  additional  agencies  died  in  committee. 

There  was  little  public  participation  during  the  process  in 
spite  of  notice  and  good  press  coverage.   Night  hearings  may  be 
scheduled  in  the  future  when  larger  agencies  are  reviewed. 

Fifteen  agencies  are  scheduled  for  termination  in  1979.   A 
joint  interim  committee  working  in  five  subcommittees  has  completed 
its  recommendations  which  include  terminating  three  small  commis- 
sions and  combining  one  board  with  another  scheduled  to  termi- 
nate in  1980.   Legislation  implementing  these  changes  and  the 
other  continuations  will  be  developed  and  considered  by  appropriate 
standing  committees  during  the  session. 

For  further  information,  contact:   Jim  Johnson,  Director, 
Legislative  Council,  State  Capitol,  Oklahoma  City,  Oklahoma  73105, 
(405)  521-3201. 


OREGON 

In  1977,  Oregon  became  the  twenty-fourth  state  to  enact  a 
Sunset  law  (H.B.  2323  of  1977) .   The  law  terminates  the  statutes 
underlying  forty-four  licensing  boards  and  regulatory  agencies 
plus  certain  regulatory  functions  of  the  Department  of  Commerce 
from  1980  to  1986.   Agencies  being  reviewed  are  to  provide  infor- 
mation on  their  activities  to  interim  committees  which  are  re- 
quired to  hold  public  hearings  before  submitting  recommendations 
to  the  Legislature.   No  agency  may  be  recreated  for  more  than 
eight  years. 
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Ten  agencies  are  scheduled  to  terminate  in  198  0  but  must  be 
considered  next  year  since  the  Legislature  only  meets  every  other 
year.   Legislative  Research  has  prepared  performance  audits  on 
all  of  the  agencies  which  include  both  need  and  performance  cri- 
teria.  The  reports,  based  on  information  gathered  from  agency 
questionnaires  and  personal  interviews,  contain  specific  recom- 
mendations in  both  policy  and  procedural  areas.   The  reports 
recommended  termination  of  four  boards,  changing  licensing  to 
registration  for  two  and  basically  continuing  four.   Agencies 
have  an  opportunity  to  respond  to  the  recommendations  during  public 
hearings.   Although  Legislative  Research  was  given  six  additional 
staff  for  Sunset  reviews,  the  workload  was  still  heavy. 

Some  task  forces  (interim  committees)  have  started  their 
reviews.   One  task  force  has  followed  the  recommendations  of  the 
staff  in  calling  for  the  termination  of  three  boards  and  related 
laws  governing  landscape  architects,  watchmakers,  and  auctioneers. 
All  task  forces  plan  to  complete  their  work  by  mid-October. 

Legislative  Research  staff  and  Common  Cause/Oregon  have 
made  efforts,  primarily  through  the  media,  to  encourage  public 
participation,  but  there  has  been  little  citizen  interest  in  the 
first  group  of  boards.   Public  interest  groups  have  also  been 
urged  to  participate  without  success  because  of  already  full 
agendas. 

For  further  information,  contact:   Allan  Green,  Research 
Coordinator,  Room  S-420,  State  Capitol,  Salem,  Oregon  97310, 
(503)  378-8871. 


RHODE  ISLAND 

In  1977,  Rhode  Island  became  the  fourteenth  state  to  enact 
a  Sunset  law  (Chapter  260  of  1977)  .   The  law,  which  was  supported 
by  Common  Cause,  provides  for  the  termination  of  3  0  advisory  com- 
missions and  licensing  boards  in  1979.   The  Auditor  General  (a 
legislative  office)  is  required  to  prepare  ZBB  reviews  of  those 
agencies  under  review  for  an  eleven  member  oversight  commission 
composed  of  citizens  and  state  officials.   The  Commission  is  to 
hold  public  hearings  and  recommend  legislation  to  the  General 
Assembly.   No  agency  may  be  recreated  for  more  than  five  years 
and,  if  terminated,  has  one  year  to  wind  up  its  affairs.   A  1978 
law  made  technical  changes  in  the  law  and  set  back  the  termination 
dates  from  January  to  June  (S.2943  Sub. A) . 

The  Auditor  General's  office  completed  evaluations  on  the 
30  agencies  scheduled  for  termination  in  1979  and  distributed  a 
booklet  containing  its  findings  to  the  Commission  in  January  of 
this  year.   The  reviews  were  based  on  agency  responses  to  question- 
naires and  focused  on  the  criteria  in  the  law  which  deal  primarily 
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with  identifying  objectives,  measuring  how  well  they  have  been 
achieved  and  determining  any  duplicative  activities.   The  ZBB 
aspect  of  the  reviews  was  de-emphasized  since  agency  budgets 
were  so  small.   The  booklet  recommended  the  termination  of  16 
mostly  inactive  agencies. 

The  Commission  has  met  a  few  times  to  develop  further  guide- 
lines for  implementing  the  law  and  to  consider  additional  criteria. 
The  Commission,  as  required  in  the  law,  has  requested  a  written 
justification  from  each  agency  on  why  it  should  continue.   These 
statements  are  due  October  28th.   The  Commission  plans  to  hold 
public  hearings  in  November  and  to  present  recommendations  in  a 
report  to  the  Legislature  in  January. 

For  further  information,  contact:   Anthony  Piccirilli,  Auditor 
General,  87  Park  Street,  Providence,  Rhode  Island  02903,  (401) 
277-2435. 


SOUTH  CAROLINA 

In  July  of  1978,  South  Carolina  became  the  twenty-ninth 
state  to  enact  a  Sunset  Law  (K.  2635  of  1978) .   The  law  provides 
for  the  termination  of  40  agencies,  mostly  regulatory,  from  198  0 
to  1984.   The  Legislative  Audit  Council  is  to  prepare  evaluations 
of  those  agencies  under  review.   The  State  Reorganization  Committee 
is  to  hold  public  hearings  and  to  report  its  recommendations 
to  the  Legislature.   No  agency  may  be  recreated  for  more  than 
six  years.   If  an  agency  is  terminated,  it  has  one  year  after 
the  termination  date  to  wind  up  its  affairs. 

For  further  information,  contact:   George  Schroeder,  Executive 
Director,  Legislative  Audit  Council,  Suite  500,  Bankers  Trust 
Tower,  Columbia,  South  Carolina  29201,  (803)  758-5322. 


SOUTH  DAKOTA 

In  1977,  South  Dakota  became  the  tenth  state  to  enact  Sunset 
legislation  (S.B.  1  of  1977) .   S.B.  1  provided  for  the  termination 
on  July  1,  1978  of  the  Division  of  Banking,  the  State  Banking 
Commission,  the  Savings  and  Loan  Board,  the  Divisions  of  Insur- 
ance, Consumer  Protection,  Securities,  Human  Rights,  and  the 
Racing  Commission,  as  well  as  the  Athletic  Commission.   The 
agencies  were  to  provide  information  in  a  format  established 
in  the  law.   S.B.  1  was  conceived  as  a  pilot  project  and  so 
required  only  a  one-time  review.   A  special  joint  interim  legis- 
lative committee  was  appointed  to  oversee  this  process  and 
report  its  recommendations  to  the  Legislature  by  January  1978. 
If  terminated,  the  divisions  had  180  days  to  wind  up  their 
affairs. 
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The  1978  Legislature  enacted  two  additional  Sunset  measures. 
S.B.  48  (1978)  schedules  five  licensing  boards  for  review  with 
terminations  in  1979.   H.B.  1355  (1978)  requires  a  decennial 
Sunset  review  of  agency  administrative  rules.   The  197  8 
Legislature  also  continued  the  Sunset  process  for  the  Insurance 
Division  (S.B.  4) . 

Of  the  nine  boards  or  divisions  which  were  scheduled  to 
terminate  in  1978,  the  Legislature  decided  to  permit  the  Athletic 
Commission  to  terminate  and  to  continue  seven  agencies  with 
modifications.   The  Division  of  Insurance,  which  was  extended 
for  one  year  to  allow  more  time  for  committee  deliberation, 
is  still  under  consideration  by  an  interim  committee,  which 
plans  to  complete  work  on  a  package  of  recommendations  by  the 
end  of  October. 

The  Legislative  Research  Council  provided  the  preliminary 
staff  work  for  the  joint  interim  committee.   The  Council  did 
not  produce  formal  reports  but  prepared  extensive  staff  papers 
discussing  need  and  effectiveness  issues  plus  considerable 
economic  analysis.   In  addition,  the  Council  gathered  various 
research  materials,  mostly  monographs,  to  aid  legislative 
deliberation.   The  chairman  of  the  1977  interim  committee  noted 
in  his  report  to  the  Legislature  that  the  committee  members 
had  reviewed  92  documents  in  addition  to  testimony.   Besides 
the  testimony  of  regulated  interests,  some  expert  witnesses 
were  asked  to  appear,  especially  by  the  committee  looking  at 
the  Insurance  Division  this  year.   Representatives  from  the 
Federal  Trade  Commission,  the  National  Consumer  Law  Center  in 
Boston,  and  from  the  insurance  industry,  among  others,  testi- 
fied before  the  committee.   When  there  was  a  compelling  case, 
the  staff  made  recommendations  in  their  papers;  otherwise 
alternatives  were  offered.   It  was  a  rather  informal  process 
since  one  person  did  much  of  the  staff  work. 

The  interim  committees  in  both  1977  and  1978  have  taken 
their  responsibility  seriously.   In  1977,  the  committees  met  at 
least  a  half  dozen  times.   The  committee  reviewing  the  Insurance 
Division  this  summer  has  broken  into  subcommittees  to  handle 
different  aspects  of  regulation  and  have  had  at  least  eight 
days  of  hearings  and  meetings. 

In  1977,  heavy  special  interest  lobbying  by  state  and 
federal  regulators  and  industry  representatives  helped  defeat 
several  staff  recommendations  on  the  divisions  of  banking  and 
securities.   Some  reforms  were  achieved  elsewhere.   There 
was  considerable  media  interest  in  the  bills  to  reestablish 
the  divisions  of  Consumer  Protection  and  Human  Rights.   These 
divisions  encouraged  the  public  to  attend  the  hearings  and 
the  public  testimony  was  supportive  of  the  divisions.   There 
was  a  general  feeling  that  the  process  worked  well,  but  that 
the  advantages  of  regulated  interests  were  generally  maintained. 
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The  divisions  seemed  reluctant  to  make  changes  unless  specifically 
required  by  the  Legislature. 

This  summer,  lobbying  has  been  less  intense.   Many  committee 
recommendations  developed  by  the  subcommittees  are  consumer 
oriented,  being  designed  to  simulate  competitive  market  conditions 
where  imperfections  exist  and  eliminate  regulation  where  compe- 
tition does  exist.   Some  spontaneous  citizen  involvement  has 
been  in  evidence,  with  senior  citizen  groups,  for  example, 
having  testified  concerning  Medicare  supplemental  health  insurance. 

A  second  joint  interim  committee  is  reviewing  the  five 
licensing  boards  scheduled  to  terminate  in  1979.   The  proposed 
schedule  is  to  finish  hearings  in  October,  develop  recommenda- 
tions in  November,  and  have  appropriate  legislation  ready  for 
the  Legislature  in  January.   Legislative  Research  Council  staff 
prepared  general  background  papers  on  the  boards.   The  papers 
examined  the  effectiveness  criterion  in  the  law  but  offered  no 
recommendations.   In  some  cases  the  committee  has  then  asked  the 
staff  to  further  explore  certain  items. 

For  further  information,  contact:   Wes  Tschetter,  Director, 
Legislative  Research  Council,  State  Capitol,  Pierre,  South 
Dakota  57501,  (605)  773-3251. 


TENNESSEE 

In  1977,  Tennessee  became  the  sixteenth  state  to  enact  a 
Sunset  law  (Chapter  452  of  1977) .   The  law,  which  was  supported 
by  Common  Cause,  provides  for  the  termination  of  over  2  00  state 
agencies  from  1980  to  1985.   The  Division  of  State  Audit  under 
the  Comptroller  (elected  by  the  Legislature)  is  to  prepare  evalua- 
tions based  on  criteria  in  the  law.   A  joint  evaluation  committee 
is  to  be  established  to  consider  these  evaluations  and  hold  public 
hearings  before  submitting  recommendations  in  the  form  of  legis- 
lation to  the  General  Assembly.   No  agency  may  be  recreated  for 
more  than  six  years.   If  terminated,  an  agency  has  one  year  to 
wind  up  its  affairs. 

Thirty-five  agencies  —  mostly  regulatory  —  are  scheduled 
for  termination  in  1980,  but  legislative  action  on  most  of  these 
will  take  place  in  1979.   Most  of  the  evaluation  reports  by  the 
Program  Evaluation  Division  of  the  Comptroller's  office  have 
been  completed,  and  the  Joint  Government  Operations  Committee 
has  begun  to  review  the  reports.   The  Committee  is  meeting  as 
five  subcommittees  which  will  make  final  recommendations  and 
draft  appropriate  legislation.   It  hopes  to  finish  work  on  27 
of  the  35  boards  before  the  Legislature  convenes  in  January. 

The  Legislature  allocated  funds  to  provide  adequate  staffing 
for  Tenness'  e's  comprehensive  Sunset  law.   Twelve  evaluators 
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have  been  hired,  and  four  more  slots  could  still  be  filled.   They 
hope  to  limit  the  reviews  of  the  large  entities  to  2,000  person 
hours. 

Comprehensive  reviews  which  examine  both  questions  of  need 
and  effectiveness  are  being  prepared  for  each  agency.   The  cri- 
teria in  the  law  have  provided  the  basis  for  the  reviews.   The 
criteria,  which  are  a  combination  of  the  Florida  and  Colorado 
Sunset  criteria,  have  been  most  appropriate  for  regulatory  agen- 
cies but  need  adapting  for  other  agencies.   Standard  program 
evaluation  techniques  have  been  used  for  the  evaluation  of  large 
departments.   Recognizing  the  difficulty  of  reviewing  with  equal 
thoroughness  every  aspect  of  a  department,  the  staff  has  decided 
to  advocate  a  selective  approach  and  will  suggest  areas  for  focus 
to  the  legislative  review  committee. 

Early  reviews  used  written  questionnaires  extensively  as 
well  as  interviews  and  agency  records.   There  is  now  less  reliance 
on  written  responses  because  the  evaluators  found  the  follow-up 
process  and  necessary  verification  to  be  too  time-consuming. 
Interviews  and  the  generation  of  data  through  primary  research 
by  the  review  staff  has  proven  to  be  faster  and  more  dependable. 

Random  written  surveys  to  licensees  and  users  of  the  licensed 
service  have  been  tried  in  a  few  cases.   For  the  Board  of  Account- 
ancy, for  example,  CPAs,  PAs,  and  accounting  users  such  as  banks, 
manufacturers,  and  businesses  were  surveyed.   For  an  educational 
television  advisory  commission,  teachers  are  being  surveyed.   Be- 
cause of  expense  this  technique  is  being  saved  for  agencies  con- 
sidered most  appropriate.   The  final  evaluation  reports  do  not 
contain  recommendations,  leaving  that  task  to  the  review  commit- 
tee.  Instead,  they  contain  alternative  proposals  for  changes. 

It  is  too  early  to  evaluate  the  level  of  public  participation 
in  the  review  process.   The  evaluators  are  trying  to  encourage 
citizens  to  contribute  and  are  working  with  Common  Cause/Tennessee 
to  publicize  Sunset.   Citizen  participation  in  public  hearings 
may  be  helped  by  the  thirty  day  notice  requirement  in  the  Sunset  law. 

For  further  information,  contact:   Frank  Greathouse,  Director, 
Division  of  State  Audit,  1530  Andrew  Jackson  Office  Bldg., 
Nashville,  Tennessee   37219,  (615)  741-3697. 


TEXAS 

In  1977,  Texas  became  the  nineteenth  state  to  enact  a  Sunset 
law  (S.B.  54  of  1977) .   The  law,  which  was  supported  by  Common 
Cause,  provides  for  the  termination  of  178  state  agencies  from 
1979  to  198  9.   The  Sunset  Advisory  Commission,  composed  of  four 
members  of  the  House  and  four  members  of  the  Senate,  is  responsi- 
ble for  conducting  the  reviews  with  the  aid  of  staff  from  the 
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Legislative  Budget  Board.   Recommendations  require  agreement  of 
three  House  and  three  Senate  members.   No  agency  may  be  recreated 
for  more  than  twelve  years.   If  terminated,  an  agency  has  one 
year  to  wind  up  its  affairs. 

Twenty-six  agencies  are  scheduled  to  terminate  in  1979. 
Evaluation  reports  have  been  completed  by  the  Legislative  Budget 
Board's  Performance  Evaluation  Division.   The  reviews  are  compre- 
hensive and  rather  lengthy  covering  both  questions  of  need  and 
effectiveness.   The  criteria  in  the  law  were  used  as  the  basis 
of  inquiry  and  encouraged  the  exploration  of  issues  which  helped 
evaluate  public  protection.   Lack  of  available  data  did  make  it 
difficult  to  evaluate  some  issues  like  the  economic  impact  of 
regulation. 

In  the  Sunset  law,  agencies  under  review  are  required  to 
prepare  self-evaluations.   These  followed  the  statutory  criteria 
and  were  used  as  a  starting  point  for  the  evaluation  reports. 
The  final  reports  contained  some  alternatives  but  mostly  recom- 
mendations.  The  review  commission  and  the  agencies  received  the 
reports  at  the  same  time.   Agency  comments  were  then  presented 
as  part  of  testimony  in  the  public  hearings. 

Staffing  has  not  been  a  problem  in  Texas.   The  Sunset  Commis- 
sion has  the  use  of  the  staff  which  performs  evaluation  functions  for 
the  Legislative  Budget  Board.   The  Commission  is  also  authorized 
additional  funds  from  the  general  fund  of  the  House  of  Represen- 
tatives if  approved  by  the  Speaker.   The  Budget  Board  has  hired 
four  new  staff  to  work  on  evaluations.   All  existing  staff  have 
spent  considerable  time  on  Sunset. 

The  Sunset  Advisory  Commission  has  met  once  a  month  for  a 
year.   Public  hearings  have  been  completed  on  all  of  the  agencies 
and  the  Commission's  final  report  will  be  presented  to  the  Legis- 
lature by  December  15.   To  date,  the  Commission  is  planning  to 
abolish  nine  mostly  inoperative  agencies  and  to  modify  six  others. 
Examples  of  the  inoperative  agencies  are:   the  Pink  Bollworm 
Commission,  the  Stonewall  Jackson  Memorial  Board,  and  the  Burial 
Association  Rate  Board.   Two  active  boards  recommended  for  termi- 
nation are  the  Private  Employment  Agency  Regulatory  Board  and 
the  State  Board  of  Morticians.   By  early  this  year,  MORTI-PAC, 
the  political  action  committee  of  the  Texas  Funeral  Directors' 
Association,  raised  over  $16,000  in  contributions  to  1978  cam- 
paigns as  part  of  its  effort  to  keep  the  Board.   The  largest  con- 
tribution to  a  candidate  was  $1,000  to  the  unopposed  House  Speaker. 
The  second  largest  contribution,  $500,  was  to  the  Sunset  Commis- 
sion Chairman. 

Considerable  effort  has  been  made  to  encourage  citizen  par- 
ticipation j.n   the  review  process  with  disappointing  results.   In 
addition  to  trying  to  solicit  views  through  the  media  which  has 
covered  the  Commission's  deliberations  quite  thoroughly,  notice 
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was  sent  to  people  listed  in  agency  files  as  complainants.   Each 
agency  is  required  to  notify  current  complainants  of  the  Sunset 
review. 

Even  before  full  legislative  consideration  of  these  agencies, 
voluntary  reforms  are  being  instituted  by  both  agencies  under  re- 
view and  by  those  coming  up  in  the  future.   Boards  are  urging 
the  Legislature  to  add  public  members  to  their  ranks  and  are  pub- 
lishing new  consumer  oriented  brochures  providing  helpful  infor- 
mation on  such  things  as  where  to  file  a  complaint  and  how  to 
evaluate  available  services.   The  State  Bar  is  starting  a  regular 
practice  of  soliciting  views  from  members  through  referenda. 
Members  will  be  asked  about  proposed  changes  in  grievance  proce- 
dures and  administration  of  the  bar  exam. 

The  proposed  Texas  Constitution  of  1975  that  was  rejected  by 
the  voters  (for  reasons  unrelated  to  Sunset)  contained  a  Sunset 
provision.   Statutory  state  agencies  with  statewide  jurisdiction 
and  appointed  officers,  except  institutions  related  to  higher 
education,  would  have  been  limited  to  a  life  of  ten  years  unless 
renewed  periodically  for  terms  of  not  more  than  ten  years. 

For  further  information,  contact:  William  Wells,  Assistant 
Director  for  Program  Evaluation,  Legislative  Budget  Board,  P.  O. 
Box  12666,  Capitol  Station,  Austin,  Texas  78711,  (512)  475-3426. 

UTAH 

In  1977,  Utah  became  the  eighth  state  to  enact  a  Sunset  law 
(S.B.  63  of  1977) .   The  law  provides  for  the  termination  of  a 
modest  number  of  regulatory  laws  from  1979  to  1983,  primarily 
occupational  licensing  statutes.   The  appropriate  legislative 
study  committee  is  required  to  begin  reviews  of  the  laws  one  year 
before  termination  and  to  report  its  recommendations  by  January  1. 
No  agency  may  be  recreated  for  more  than  six  years.   Any  authority 
terminated  by  the  law  may  continue  in  existence  for  one  year  to 
wind  up  its  affairs. 

Thirty-seven  regulatory  laws  are  scheduled  for  termination 
in  1979.   Although  not  required  in  the  law,  the  Legislative  Audi- 
tor General  is  preparing  performance  audits  on  the  regulatory 
laws  under  review.   Audits  have  been  completed  on  twelve  laws, 
and  the  Business,  Labor  and  Economic  Committee  has  held  hearings 
and  begun  work  on  final  recommendations.   It  plans  to  complete 
work  on  these  12  laws  by  November  and  develop  appropriate  legis- 
lation by  January.   Both  the  Auditor  and  the  Committee  found  it 
impossible  to  do  a  thorough  job  on  all  37  laws  by  1979  so  legis- 
lation will  also  be  introduced  postponing  review  on  the  remaining 
25  laws  to  1981. 

The  audits  have  focused  on  both  need  and  effectiveness  ques- 
tions, although  the  criteria  in  the  law  are  based  on  Colorado's 
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law  and  do  not  include  questions  on  whether  a  law  is  needed.   The 
audits  were  based  primarily  on  interviews  and  an  examination  of 
agency  files.   When  the  reports  are  completed,  they  are  sent  to 
the  boards  for  comment.   Their  responses  then  become  a  part  of 
the  report. 

The  final  reports  contain  a  series  of  recommendations  which 
include  terminating  four  laws  regulating  recreational  therapists, 
dental  hygienists,  prophylactic  dealers,  and  basic  science  law. 
The  committee  has  agreed  to  the  last  two  recommendations  but  has 
voted  to  continue  the  law  licensing  dental  hygienists  primarily 
because  many  other  states  have  a  similar  law. 

Public  participation  was  disappointing  during  the  hearings. 
Night  hearings  may  be  tried  in  the  future  in  hopes  of  attracting 
more  people. 

For  further  information,  contact:   Mont  Kinney,  Legislative 
Auditor  General,  State  Capitol,  Salt  Lake  City,  Utah  84114, 
(801)  533-6481. 


VERMONT 

In  1978,  Vermont  became  the  twenty-fifth  state  to  enact  a 
Sunset  law  (Act  No.  183  of  1978) .   The  law,  which  was  endorsed 
by  Common  Cause,  provides  for  the  termination  of  2  9  regulatory 
laws  from  1981  to  1985.   The  Legislative  Council  is  required  to 
prepare  preliminary  reviews  on  each  law  with  maximum  opportunity 
for  public  input.   Appropriate  standing  committees  are  to  receive 
the  preliminary  reviews  and  make  recommendations  to  the  General 
Assembly.   No  law  may  be  recreated  for  more  than  six  years. 
Legislative  action  on  a  law  is  to  be  completed  at  least  a  year 
prior  to  termination. 

For  further  information,  contact:   William  Russell,  Director, 
Legislative  Council,  State  House,  Montpelier,  Vermont  05602, 
(802)  828-2231. 


VIRGINIA 

In  1978,  Virginia  enacted  a  law  (S.B.  No.  24  of  1978)  pro- 
viding for  mandatory  review  of  state  agencies,  but  not  including 
a  Sunset  termination  mechanism.   The  law  was  based  on  recommen- 
dations of  a  task  force  established  to  study  Sunset.   Joint 
resolutions  of  the  General  Assembly  will  determine  which  agencies 
or  programs  are  to  be  reviewed  by  the  Joint  Legislative  Audit 
and  Review  Commission  in  cooperation  with  the  appropriate  legis- 
lative standing  committees. 

The  f-.   -St  resolution  will  be  introduced  in  the  1979  session. 
A  pilot  review  and  evaluation  in  the  area  of  medical  assistance 
programs  was  also  mandated  in  the  law  and  is  now  under  way.   A 
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five  part  series  of  reports  will  be  completed  by  July  of  1979. 
This  pilot  is  intended  to  help  establish  operational  procedures 
for  the  handling  of  future  reviews  and  to  help  determine  the 
best  ways  of  translating  objective  reports  into  legislative  action. 

For  further  information,  contact:   Ray  Pethtel,  Director, 
Joint  Legislative  Audit  and  Review  Commission,  Suite  1100, 
910  Capitol  Street,  Richmond,  Virginia  23219,  (804)  786-1258. 

WASHINGTON 

In  1977,  Washington  became  the  eighteenth  state  to  enact  a 
Sunset  law  (Substitute  House  Bill  564  of  1977) .   The  law,  which 
was  endorsed  by  Common  Cause,  provides  for  the  termination  of 
four  programs  in  1978  and  five  small  commissions  in  1979.   A 
select  joint  committee  was  designated  to  recommend  an  expanded 
Sunset  schedule  by  January  of  1978.   The  review  process  specified 
in  the  law  calls  for  the  statutory  Legislative  Budget  Committee 
to  prepare  a  preliminary  performance  audit  of  each  agency.   The 
Governor's  Office  of  Financial  Management  may  prepare  its  own 
review  or  comment  on  the  preliminary  Legislative  Budget  Committee 
report.   The  Legislative  Budget  Committee  then  prepares  a  final 
combined  report  which  is  submitted  to  the  appropriate  standing 
committee  which  then  holds  public  hearings  and  prepares  recommenda- 
tions for  the  Legislature.   No  agency  may  be  recreated  for  more 
than  six  years.   If  terminated,  an  agency  has  one  year  to  wind 
up  its  affairs. 

This  law  is  similar  to  one  passed  earlier  by  the  Legislature 
(S.B.  2082)  but  vetoed  by  Governor  Ray  because  not  enough  executive 
input  had  been  structured  into  the  review  process. 

The  four  small  programs  scheduled  for  termination  in  1978 
are  now  operating  under  the  one  year  wind-up  period  allowed  termi- 
nated agencies  because  the  Governor  failed  to  convene  the  Legis- 
lature this  year.   Standing  committees  have  met  to  consider  the 
initial  evaluation  reports  of  the  Legislative  Budget  Committee 
staff  which  recommended  three  laws  for  termination.   Committee 
recommendations  will  be  ready  for  the  1979  Legislature. 

Preliminary  reviews  have  also  been  prepared  by  the  Legisla- 
tive Budget  Committee  staff  on  the  five  entities  scheduled  to 
terminate  in  1979.   These  will  be  considered  by  the  appropriate 
standing  committees  next  year. 

Thorough  reports  are  being  prepared  based  on  the  criteria 
in  the  law  and  additional  issues  where  needed.   Both  questions 
of  need  and  effectiveness  are  included.   Recommendations  are  in- 
cluded where  appropriate  and  alternative  proposals  in  other  cases. 
So  far  information  for  the  reviews  has  been  gathered  primarily 
through  interviews,  mail  surveys^ and  an  examination  of  agency 
records. 
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The  select  joint  committee  has  prepared  an  expanded  Sunset 
schedule  which  includes  forty-four  additional  agencies,  statutes 
or  programs  for  review  in  the  four  year  period  ending  July  1, 
1983.   The  Committee  chose  a  limited,  selective  approach  in 
developing  the  schedule  so  a  broad  sampling  of  agencies,  pro- 
grams and  commissions  could  be  included  without  overburdening 
the  legislative  process.   Efforts  were  made  to  include  all 
standing  committees  in  the  review  process,  to  provide  a  lighter 
workload  in  the  early  years  and  to  schedule  agencies  with  like 
functions  for  review  in  the  same  year. 

The  House  State  Government  Committee  has  held  at  least  eight 
public  hearings  on  the  recommended  schedule  and  several  amendments 
have  been  proposed  to  modify  the  schedule  including  postponing 
the  first  terminations  under  the  new  group  until  1981.   Final 
legislation  is  to  be  ready  for  the  Legislature  in  January. 

Additional  staff  has  not  been  allocated  for  the  Sunset  reviews 
but  the  Legislative  Budget  Committee  staff  provided  time  estimates 
to  the  select  committee  indicating  the  time  for  each  Sunset  review. 
Selections  were  made  to  keep  total  Sunset  review  time  to  less  than 
30%  of  the  staff's  audit  time  on  an  annual  basis. 

For  further  information,  contact:   Thomas  Hazzard,  Legislative 
Auditor,  102  Insurance  Building,  Mailstop  AQ-03,  Olympia,  Washington 
98504,  (206)  753-5796. 


WEST  VIRGINIA 

In  1978,  the  Legislature  passed  a  Sunset  bill  providing  for 
the  termination  of  all  of  state  government  by  1983  (S.B.  No.  63 
of  1978).   The  Governor  vetoed  the  legislation  as  overbroad, 
pledging  that  the  executive  branch  would  make  a  thorough  review 
of  the  continued  need  for  state  agencies  and  that  zero-based 
budgeting  techniques  would  be  initiated  in  the  state. 

[see  Addendum] 
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Sunset  implementation: 

a  positive  partnership  to  make  government  work 

Bruce  Adams  and  Betsy  Sherman,  Common  Cause 


Government  at  all  levels  is  held  in  low  esteme  by  the  gov- 
erned. The  factors  contributing  to  this  public  disenchant- 
ment are  widely  recognized.  Certain  essential  services  are 
not  delivered,  while  others  are  provided  in  an  inefficient 
and  wasteful  manner.  Taxes  continue  to  climb.  Account- 
ability is  often  undermined  by  secrecy  and  special  interest 
domination.  Public  administrators  are  overwhelmed  by  the 
white  plague  of  paperwork.  And  legislative  bodies  do  not 
effectively  perform  their  oversight  function.  In  this  atmo- 
sphere, Sunset  legislation  has  emerged  as  one  of  the  most 
significant  public  management  issues  of  the  1 970's. 

The  Sunset  Concept 

Sunset  is  the  brainchild  of  the  Colorado  chapter  of  Com- 
mon Cause,  which  had  grown  frustrated  with  more  tradi- 
tional methods  of  reforming  that  state's  regulatory 
structure.  In  Sunset  they  devised  an  action-forcing 
mechanism  which  could  increase  executive  accountability 
through  improved  evaluation  of  programs  and  agencies  by 
both  the  executive  and  legislative  branches. 

While  the  concept  has  many  possible  applications,  a 
typical  Sunset  law  would  establish  a  timetable  for  review  of 
a  group  of  programs,  laws,  or  agencies.  These  would  auto- 
matically terminate  on  certain  established  dated  unless  af- 
firmatively re-created  by  statute.  This  threat  of  termina- 
tion is  the  mechanism  designed  to  force  evaluation. 

It  is  true  that  legislatures  already  have  the  power  to  ter- 
minate existing  programs  and  agencies.  But  they  seldom 
exercise  that  power.  There  is  a  grain  of  truth  in  the  saying 
that  "Old  agencies  never  die.  They  don't  even  fadeaway." 
Programs  and  agencies  lend  to  proliferate  and  perpetuate. 
Evaluation  reports  sit  on  the  shelf.  The  reasons  are  not 
mysterious— program  evaluation  and  legislative  oversight 
are  difficult,  time-consuming  tasks.  It  is  easy  to  put  them 
aside.  Most  legislators  look  ahead  rather  than  behind. 
They  can  always  justify  doing  something  other  than  over- 
sight. Although  in  recent  years  many  legislative  bodies 
have  improved  their  evaluation  work,  most  still  spend  far 
too  little  time  on  oversight  and  make  inadequate  use  of  the 
program  evaluation  information  that  they  do  receive. 

Sunset  is  designed  to  force  legislatures  to  carry  out  their 
oversight  responsibilities.  In  the  absence  of  affirmative  ac- 
tion by  the  legislature,  the  status  quo  is  changed  rather 
than  continued.  This  approach  will  very  likely  improve 
evaluation  by  the  executive  branch  as  well. 

Sunset  should  be  viewed  as  a  partnership  between  the 
legislative  and  executive  branches  to  make  government 
work.  Bui  the  name  and  the  termination  mechanism  alone 
are  not  enough.  The  process  should  not  be  a  tool  for  those 


out  to  destroy  government.  Nor  should  it  be  mere  rhetoric 
designed  to  placate  the  public.  Sunset  legislation  must  con- 
tain the  institutional  arrangements  necessary  to  guarantee 
meaningful  and  thoughtful  program  evaluation. 
Evaluation  is  the  key  to  the  goal  of  increased  accountabil- 
ity. 

Most  of  the  agencies  and  programs  reviewed  will  be  con- 
tinued. The  test  of  whether  Sunset  is  working,  as  Colorado 
Governor  Richard  D.  Lamm  properly  has  pointed  out,  is 
whether  agencies  and  programs  are  made  more  responsive 
and  accountable,  not  merely  how  many  are  terminated. 
Sunset  should  be  a  "yes,  but  .  .  ."  rather  than  a  "yes"  or 
"no"  process.  Through  Sunset,  the  legislature  says  to  most 
agencies:  "Yes,  you  will  continue,  but  you  are  going  to 
shape  up."  If  Sunset  is  working  as  it  should,  legislative 
mandates  will  be  rewritten,  public  members  added  to 
boards  and  commissions,  and  other  reforms  designed  to 
improve  agency  performance  will  be  instituted. 

In  testimony  before  a  U.S.  Senate  subcommittee  in  1976, 
Common  Cause  Founding  Chairman  John  Gardner  sug- 
gested ten  basic  principles  essential  to  any  workable  Sunset 
law: 


Sunset  Principles 

First:  The  programs  or  agencies  covered  under  the  law 
should  automatically  terminate  on  a  date  certain,  unless 
affirmatively  recreated  by  law. 

Second:  Termination  should  be  periodic  {e.g.,  every  six 
or  eight  years)  in  order  to  institutionalize  the  process  of  re- 
evaluation. 

Third:  Like  all  significant  innovations,  introduction  of 
the  Sunset  mechanism  will  be  a  learning  process  and 
should  be  phased  in  gradually,  beginning  with  those  pro- 
grams to  which  it  seems  most  applicable. 

Fourth:  Programs  and  agencies  in  the  same  policy  area 
should  be  reviewed  simultaneously  in  order  to  encourage 
consolidation  and  responsible  pruning. 

Fifth:  Consideration  by  the  relevant  legislative  commit- 
tees must  be  preceded  by  competent  and  thorough  pre- 
liminary studies. 

Sixth:  Existing  bodies  (e.g.,  the  executive  agencies.  Gen- 
eral Accounting  Office)  should  undertake  the  preliminary 
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evalualion  work,  bui  itn.-ir  evaluation  capacities  must  be 
strengthened. 

Seventh:  Substantial  committee  reorgani/alion,  includ- 
ing adoption  of  a  system  of  rotation  of  committee  mem- 
bers, is  a  prerequisite  to  effective  Sunset  oversight. 

Eighth:  In  order  to  facilitate  review,  the  Sunset  pro- 
posal should  establish  general  criteria  to  guide  the  review 
and  evaluation  process. 

Ninth:  Safeguards  must  be  built  into  the  Sunset  mecha- 
nism to  guard  against  arbitrary  termination  and  to  provide 
for  outstanding  agency  obligations  and  displaced  person- 
nel. 

Tenth:  Public  participation  in  the  form  of  public  access 
to  information  and  public  hearings  is  an  essential  part  of 
the  Sunset  process. 

Stale  and  Federal  Action 

Less  than  two  years  have  passed  since  Sunset  legislation 
was  enacted  by  the  Colorado  General  Assembly.  Since 
then,  every  state  legislature  has  at  least  considered  bills  em- 
bodying this  concept,  and  24  states  have  enacted  Sunset 
laws.'  Study  resolutions  have  passed  in  Michigan,  Cali- 
fornia, Virginia,  and  Maryland.  In  ten  other  states.  Sunset 
legislation  passed  one  house  in  1977. 

Most  of  the  state  Sunset  laws  closely  follow  the  ten  prin- 
ciples suggested  by  Gardner.  Fourteen  have  followed  Colo- 
rado's example  and  have  focused  coverage  on  regulatory 
activities;  six  apply  Sunset  to  all  or  almost  all  government 
agencies  and  programs.  Four  others  have  adopted  a  selec- 
tive approach  in  that  they  deal  with  one  or  a  few  aspects  of 
government  other  than  regulatory  activities,  or  are  small 
pilot  programs  as  in  Washington  and  South  Dakota. 

On  the  national  level,  after  two  years  of  consideration, 
the  Senate  Governmental  Affairs  Committee  has  reported 
a  Sunset  bill  (S.  2)— sponsored  by  Senators  Muskic  (D- 
Me.),  Glenn  (D-Ohio),  and  Roth  (R-Del.)— that  places 
virtually  all  federal  programs  on  a  six  year  termination 
cycle.  Senate  floor  action  is  expected  in  early  1978.  A  Sun- 
set proposal  for  regulatory  activities  (S.600) — introduced 
by  Senators  Percy  (R-IIL),  Ribicoff  (D-Conn.),  and  Byrd 
(D-W.Va.) — is  also  under  consideration  by  the  Govern- 
mental Affairs  Committee. 

It  is  too  soon  to  tell  how  most  of  the  state  Sunset  laws 
are  working.  Of  the  four  states  which  acted  in  1976,  only 
Colorado  and  Alabama  scheduled  agencies  for  termination 
in  1977.  In  Colorado,  13  of  the  43  regulatory  and  licensing 
boards  covered  by  the  law  were  up  for  review.  Two  sets  of 
evaluation  reports  were  prepared.  The  State  Auditor  con- 
ducted required  performance  audits;  these  involved  over 
9,000  person-hours,  amounting  to  $133,315  for  profes- 
sional staff  time.  The  Department  of  Regulatory  Agencies, 
the  umbrella  agency  for  these  boards,  prepared  evaluation 
reports  with  the  assistance  of  a  $25,000  federal  grant  and 
graduate  students  from  the  University  of  Colorado. 

Three  boards  were  terminated,  two  were  consolidated, 
and  three  others  were  re-established  with  modifications  de- 
signed to  improve  their  performance.  The  legislature  post- 
poned decisions  on  fi^c  agencies,  including  the  Public  Util- 


ities Commission  and  the  Division  of  Insurance,  to  allow 
them  to  complete  interim  studies  for  the  1978  or  1979  ses- 
sions. The  Governor  vetoed  bills  to  continue  four  agencies 
in  order  to  force  the  legislature  to  consider  them  in  the 
1978  session. 

The  Colorado  law  already  has  been  modified  to  reduce 
scheduling  problems  which  delayed  legislative  action  until 

Sunset  is  designed  to  force  legislatures  to 
carry  out  their  oversight  responsibilities.  In  the 
absence  of  affirmative  action  by  the  legisla- 
ture, the  status  quo  is  changed  rather  than  con- 
tinued. This  approach  will  very  likely  improve 
evaluation  by  the  executive  branch  as  well. 

the  last  weeks  of  the  1977  session.  In  the  future, 
performance  audits  are  to  be  completed  before  the  session 
and  committee  deliberations  and  public  hearings  may  be 
scheduled  between  legislative  sessions. 

Besides  the  accomplishments  of  Colorado's  formal  re- 
view process,  there  were  other  signs  of  Sunset's  potential 
to  invigorate  agencies'  performance  and  accountability. 
Agencies  scheduled  for  termination  in  future  years  sub- 
mitted legislation  to  reform  their  operations.  Facing  the 
certainty  of  close  public  scrutiny,  they  are  in  the  process  of 
changing  their  rules  and  regulations  to  increase  agency  ac- 
countability to  the  public  and  streamline  administrative 
procedures.  They  want  to  be  ready  for  their  moment  in  the 
sunshine.  Sunset  prov  isions  also  »  ere  added  to  several  bills 
establishing  new  programs.  In  the  climate  created  by  Sun- 
set, the  legislature  turned  down  several  requests  from 
groups  of  professionals  seeking  self-protective  regulation. 

The  1977  experience  in  Alabama  was  a  case  study  in  how 
a  Sunset  process  should  not  work.  The  Alabama  Sunset 
law — which  should  be  termed  a  "High-Noon"  law  instead 
—required  the  legislature  to  vote  "yes"  or  "no"  on 
whether  to  continue  over  200  agencies,  one  right  after  the 
other  with  a  two  hour  limit  on  debate  for  each  agency. 
Because  of  the  crushing  workload,  few  detailed  evalua- 
tions were  prepared  and  the  information  that  was  as- 
sembled was  not  used  to  change  statutes  or  adjust  budgets. 
Even  the  evaluations  prepared  for  agencies  scheduled  for 
review  in  1978  focus  primarily  on  compliance  with  stale 
laws  dealing  with  budgeting  and  fiscal  matters  instead  of 
how  well  the  agencies  serve  the  public.  A  number  of  pro- 
posals to  amend  the  Alabama  law  are  under  consideration. 

A  Workable  Approach  for  State  Sunset  Laws 

It  was  inevitable  that  people  would  learn  of  the  Colo- 
rado law  and  conclude  that  if  Sunset  is  such  a  good  idea, 
they  should  apply  it  to  all  government  programs  and  agen- 
cies. Six  state  legislatures  did  just  that.  Ultimately,  these 
legislatures  may  be  responsible  for  ruining  a  good  concept 
by  loving  it  to  death. 

Program  evalualion  is  immensely  difficult  and  costly. 
Evaluation  techniques  are  still  in  the  developmental  stage. 
.Mien  Schick,  an  expert  on  state  and  Icderal  budgeting. 


JANUARy    rEHRLiARV   ]tlH 


288 


83    - 


PUBLIC  ADMINISTRATION  REVIEW 


told  the  1976  annual  meeting  of  the  National  Conference 
of  State  Legislatures:  "The  more  comprehensive  you  are, 
the  less  analytic  you  are  and  the  less  likely  there  will  be 
change."  The  planning-programming-budgeting  system 
(PPBS)  experience  of  the  1960's  should  serve  as  a  warning 
of  the  danger  of  reform  that  chokes  itself  with  paperwork. 
Thorough  evaluation  of  selected  agencies  and  programs  on 
the  state  level  is  decidedly  preferable  to  superficial  evalua- 
tion of  all  agencies  and  programs.  Experience  over  the  last 
year  has  shown  that  this  is  by  far  the  most  important  of  the 
ten  Common  Cause  principles  for  the  states.  If  Sunset  is 
phased-in  and  made  to  work,  its  coverage  can  be  expanded 
at  a  later  dale. 

Applying  Sunset  to  regulatory  activities,  as  fourteen 
laws  have  done,  is  a  logical  way  to  initiate  Sunset  on  the 
stale  level.  While  regulatory  agencies  do  not  have  sub- 
stantial budgets,  they  do  have  a  heavy  cost  impact  on  the 
economy  and  are  a  source  of  much  citizen  dissatisfaction 
with  government.  An  added  incentive  for  applying  Sunset 
to  regulatory  agencies  is  that  they  are  not  well  scrutinized 
during  the  budget  process. 

The  first  year's  experience  offers  some  important  lessons 
in  how  a  Sunset  process  should  and  should  not  work.  In 
particular,  it  underscores  the  poini  that  meaningful  evalu- 
ation is  critical  to  achieving  the  goals  of  Sunset.  Three  key 
elements  of  a  good  evaluation  process  are  the  work  plan, 
evaluation  reports,  and  evaluation  criteria. 

I.  Evaluation  Work  Plans 

The  greatest  problem  with  evaluation  is  that  it  is  not 
used.  All  too  often,  evaluation  is  done  with  no  thought  of 
whether  it  will  be  helpful  to  legislative  policy-makers. 
Also,  laws  often  express  vague  or  conflicting  objectives, 
making  evaluation  difficult.  One  way  to  resolve  these  con- 
flicts is  through  the  development  of  an  evaluation  work 
plan.  At  least  one  year  before  termination,  representatives 
of  the  review  committees  in  the  legislature  should  meet 
with  representatives  of  both  the  agency  under  review  and 
the  state's  evaluation  agencies  to  establish  a  plan  for  the 
evaluation.  This  forces  the  evaluator  and  the  legislative 
committees  to  sit  down  together  and  to  communicate  their 
concerns  and  priorities.  Through  early  communication  and 
continuous  monitoring,  the  committees  can  ensure  that  the 
evaluation  product  is  useful  in  their  deliberation. 

II.  Preparation  of  Evaluation  Reports 

While  Sunset  is  generally  thought  of  as  a  legislative  tool 
and  zero-based  budgeting  as  an  executive  tool,  the  two 
complement  each  other  and  can  be  integrated  into  a  co- 
herent evaluation  system.  In  many  slates,  the  executive 
branch  is  better  able  to  gather  facts  and  evaluate  than  is  the 
legislative  branch.  Very  few  legislatures  have  standing 
committees  with  staff  resources  to  enable  them  to  prepare 
meaningful  agency  evaluations.  Hence,  this  work  must  be 
done  outside  of  the  legislative  committee  structure.  Each 
state  must  decide  which  entities  are  best  equipped  to  per- 
form the  evaluation  task  and  must  provide  Ihem  with  Ihe 
staff  and  resources  necessary  to  do  an  adequate  job.  It 
makes  sense,  then,  to  build  executive  branch  evaluation  re- 
sources into  the  Sunset  process. 


The  evaluation  report  is  the  key  to  a  successful  Sunset 
process.  Colorado  Senate  President  Fred  Anderson,  the 
author  of  the  performance  audit  requirement  in  the  Colo- 
rado law,  has  pointed  out  that  without  the  evaluation  re- 
port Ihe  fate  of  agencies  might  rest  on  whim  or  misinfor- 
mation. An  open  Sunset  process  with  evaluation  reports 
prepared  by  an  objective  evaluation  agency  will  undercut 
Ihe  ability  of  special  interest  groups  to  dominate  the  proc- 
ess. The  job  of  marshalling  information  into  a  manageable 
review  package  with  policy  alternatives  set  forth  in  straight- 
forward terms  is  a  difficult  but  essential  task.  This  is  the 
most  critical  challenge  facing  public  administrators  and 
program  evaluation  staff.  Legislators  must  have 
information  readily  available  that  allows  ihem  to  refine  the 
goals  and  purposes  of  agencies  and  to  identify  alternative 
methods  for  achieving  those  goals. 

An  important  factor  in  producing  useful  reports  is  the 
development  of  a  professional  evaluation  staff  with  exper- 
tise in  the  programs  under  review.  Based  on  his  experience 
in  Colorado,  Professor  Michael  S.  March,  who  supervised 
the  preparation  of  evaluations  for  the  Department  of  Reg- 
ulatory Agencies,  gives  top  priority  to  the  need  for  a 
multi-disciplinary  staff  led  by  experienced  analysts. 

III.  The  Evaluation  Criteria 

Virtually  all  Sunset  legislation  contains  criteria  to  guide 
the  legislators  and  evalualors  in  their  reviews.  Benjamin 
Shimberg,  of  the  Center  for  Occupational  and  Profes- 
sional Assessment  at  the  Educational  Testing  Service,  has 
suggested  that  the  Sunset  review  be  a  two-step  process  in- 
volving, first,  a  determination  of  need,  and  then,  an  ex- 
amination of  how  the  agency  has  fulfilled  its  mandate.  The 
Florida  and  Colorado  laws  illustrate  this  approach:  the 
Florida  law  poses  questions  to  determine  whether  the  state 
government  should  perform  the  function  under  evaluation; 
the  Colorado  law  assumes  a  positive  answer  in  the  first  step 
and  lists  criteria  to  help  determine  whether  the  function 
could  be  performed  in  a  better  way. 

Let  us  describe  in  general  terms  how  we  think  a  Sunset 
process  should  work  in  the  stales,  applying  the  three  key 
elements  discussed  above  to  a  licensing  agency  and  its  un- 
derlying statute  thai  are  set  for  termination  on  July  1, 
1979.  One  year  before  termination — preferably  as  early  as 
the  spring  of  1978 — representatives  of  Ihe  relevant  standing 
committees  of  each  house  should  meet  with  representatives 
of  the  agency  and  the  slate's  evaluation  agencies.  From 
this  meeting,  the  committee  should  establish  a  work  plan 
for  the  year-long  evaluation.  In  most  cases,  the  agency 
under  review  would  be  asked  to  provide  certain  basic  infor- 
mation about  agency  operations.  The  committees  would 
designate  in  their  work  plan  whether,  for  example,  the  gov- 
ernor's budget  office  or  the  legislature's  fiscal  staff  would 
prepare  an  evaluation  report  summarizing  basic  findings 
and  indicating  policy  options.  The  committees  should  re- 
ceive the  evaluation  report— based  on  the  evaluation  cri- 
teria established  by  law  and  in  the  work  plan — in  the  late 
fall  or  early  winter  of  1978.  Public  hearings  should  be  held 
before  or,  at  a  minimum,  in  the  early  weeks  of  the  legisla- 
tive session.  This  should  allow  the  committee  time  to  pre- 
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pare  a  reporl  and  draft  a  bill  incorporating  needed  sub- 
stantive changes  long  before  the  termination  date  and  the 
end-of-session  log  jam.  As  an  added  precaution  against  ar- 
bitrary termination,  there  should  be  a  one-year  delayed 
termination  in  order  to  give  time  for  additional  legislative 
review  and  to  provide  for  outstanding  obligations  and  dis- 
placed personnel. 

Sunset  as  a  Partnership  Between  Legislators  and 
Administrators 

It  is  understandable  that  administrators  could  feel 
threatened  by  Sunset.  However,  Sunset  is  not  anti-agency. 
While  legislative  log  rolling  and  harassment  of  agencies 
have  been  know  n  to  happen.  Sunset  presents  a  tremendous 
potential  for  creating  a  new  kind  of  dialogue  between 
policy-makers,  admmistrators,  and  the  public.  It  can  pro- 
vide an  opportunity  for  enhancing  legislative  and  public 
understanding  of  what  an  agency  does  and  what  its  needs 
are.  High  quality  performance  will  be  rewarded.  Legisla- 
tors will  be  receptive  to  proposals  to  improve  agency  per- 
formance. In  Colorado,  for  example,  the  Public  Tramway 
Safety  Board  convinced  legislators  that  it  needed  more  au- 
thority to  be  effective.  As  a  result,  the  Board  was  given 
more  subpoena  and  emergency  shutdown  power,  and  an 
increased  budget. 

Legislators  and  administrators  need  to  foster  an  atmo- 
sphere of  cooperation  in  seeking  ways  to  improve  the 
workings  of  government.  This  goal  underscores  the  impor- 
tance of  early  communication  among  those  involved.  The 
joint  development  of  a  work  plan  can  establish  a  mutual 
understanding  of  what  is  expected  from  each  participant 
and  help  produce  useful  evaluation  documents.  The  qual- 
ity, objectivity,  and  readability  of  evaluation  reports  will 


play  a  critical  role  in  ensuring  that  legislators  and  citizens 
participate  in  a  meaningful  way  in  Sunset. 

Involving  citizens  in  this  process — which  will  help  to 
provide  public  support  for  government  programs— will 
offer  a  special  challenge.  A  common  tendency  is  to  rely  on 
public  hearings  as  a  sufficient  forum  for  citizen  response. 
State  experience  indicates  that  this  approach  is  too  limited. 
Extra  efforts — such  as  preparation  of  short  but 
informative  handouts  outlining  possible  policy  options — 
will  be  required  to  help  citizens  fully  appreciate  the  oppor- 
tunities for  public  participation  in  Sunset  reviews. 

Sunset  should  not  be  viewed  as  a  panacea  for  govern- 
mental ills.  It  is  not.  But  it  is  a  powerful  concept  with  great 
promise.  Sunset  contains  risks  and  presents  difficulties, 
but  with  legislators  and  agency  administrators  cooperating 
to  solve  problems.  Sunset  can  help  establish  a  positive 
partnership  to  make  government  work. 

Notes 

I.  Alabama  (Act  No.  512  of  1976),  Alaska  (Chapter  149  of 
1977),  Arkansas  (Act  100  and  Act  392  of  1977).  Colorado 
(H.B.  1088  of  1976  and  S.B.  6  of  1977),  Connecticut  (Chap- 
ter 614  of  1977),  Florida  (Chapter  76-168  of  1976  and  S.B. 
1238  of  1977),  Georgia  (S.B.  4  of  1977),  Hawaii  (S.B.  460  of 
1977),  Indiana  (H.B.  2181  and  H.B.  1763  of  1977),  Louisiana 
(Act  No.  277  of  1976),  Maine  (L.D.  1206  of  1977),  Montana 
(Chapter  562  of  1977),  Nebraska  (L.B.  257  of  1977),  New 
Hampshire  (Chapter  436  of  1977),  New  Mexico  (H.B.  133  of 
1977),  North  Carolina  (Chapter  712  of  1977).  Oklahoma 
(S.B.  138  of  1977),  Oregon  (H.B.  2323  of  1977),  Rhode  Is- 
land (Chapter  260  of  1977),  South  Dakota  (S.B.  1  of  1977), 
Tennessee  (Chapter  452  of  1977),  Texas  (S.B.  54  of  1977), 
Utah  (S.B.  63  of  1977),  and  Washington  (Chapter  289  of 
1977). 
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APPENDIX  C 

COLORADO  SUNSET  LAW 
(H.B.  1088  of  1976,  as  Amended  by  S.B.  6  of  1977 
and  S.B.  34  of  1978) 


CONCERNING  REGULATORY  AGENCIES,  AND  ESTABLISHING  A  SYSTEM  FOR 
THE  PERIODIC  REVIEW  AND  FOR  THE  TERMINATION,  CONTINUATION,  OR 
REESTABLISHMENT  THEREOF. 

Be  it  enacted  by  the  General  Assembly  of  the  State  of  Colorado: 

SECTION  1.   Part  1  of  article  34  of  title  24,  Colorado  Revised 
Statutes  1973,  as  amended,  is  amended  BY  THE  ADDITION  OF  A  NEW 
SECTION  to  read: 

24-34-104.   General  assembly  review  of  regulatory  agencies  for 
termination,  continuation,  or  reestablishment.  (1)  The  general 
assembly  finds  that  state  government  actions  have  produced  a 
substantial  increase  in  numbers  of  agencies,  growth  of  programs, 
and  proliferation  of  rules  and  regulations  and  that  the  whole 
process  developed  without  sufficient  legislative  oversight, 
regulatory  accountability,  or  a  system  of  checks  and  balances. 
The  general  assembly  further  finds  that  by  establishing  a  system 
for  the  termination,  continuation,  or  reestablishment  of  such 
agencies,  it  will  be  in  a  better  position  to  evaluate  the  need 
for  the  continued  existence  of  existing  and  future  regulatory 
bodies. 

(2)  (a)  The  following  divisions  in  the  department  of  regulatory 
agencies  shall  terminate  on  July  1,  1977: 

(I)  The  public  utilities  commission,  created  by  article  2  of 
title  40,  C.R.S.  1973; 

(II)  The  division  of  insurance,  created  by  sections  10-1-103 
and  10-1-104,  C.R.S.  1973; 

(III)  The  division  of  racing  events  and  the  Colorado  racing 
commission,  created  by  article  60  of  title  12,  C.R.S.  1973. 

(b)  The  following  boards  and  agencies  in  the  division  of  re- 
gistrations shall  terminate  on  July  1,  1977: 

(I)  State  athletic  commission  of  Colorado,  created  by  article 
10  of  title  12,  C.R.S.  1973; 

(II)  State  board  of  barber  examiners,  created  by  article  8 
of  title  12,  C.R.S.  1973; 

(III)  Collection  agency  board,  created  by  article  14  of  title 
12,  C.R.S.  1973; 

(IV)  State  board  of  cosmetology,  created  by  part  1  of  article 
17  of  title  12,  C.R.S.  1973; 

(V)  Board  of  mortuary  science,  created  by  part  1  of  article 
54  of  title  12,  C.R.S.  1973; 

(VI)  Passenger  tramway  safety  board,  created  by  part  7  of 
article  5  of  title  25,  C.R.S.  1973; 

(VII)  State  board  of  shorthand  reporters,  created  by  article 
63  of  title  12,  C.R.S.  1973; 

(VIII)  Board  of  examiners  of  nursing  home  administrators, 
created  by  article  39  of  title  12,  C.R.S.  1973; 
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(IX)  Board  of  examiners  of  institutions  for  aged  persons, 
created  by  article  13  of  title  12,  C.R.S.  1973; 

(X)  Board  of  registration  for  professional  sanitarians,  created 
by  article  62  of  title  12,  C.R.S.  1973. 

(3)  (a)  The  following  divisions  in  the  department  of  regulatory 
agencies  shall  terminate  on  July  1,  1979: 

(I)  Division  of  civil  rights  and  the  Colorado  civil  rights 
commission,  created  by  part  3  of  article  34  of  this  title; 

(II)  Colorado  commission  on  the  status  of  women,  created  by 
part  2  of  article  34  of  this  title. 

(b)  The  following  boards  and  agencies  in  the  division  of  reg- 
istrations shall  terminate  on  July  1,  1979: 

(I)  Real  estate  commission,  created  by  part  1  of  article  61 
of  title  12,  C.R.S.  1973; 

(II)  Colorado  state  board  of  chiropractic  examiners,  created 
by  article  33  of  title  12,  C.R.S.  1973; 

(III)  State  board  of  dental  examiners,  created  by  article  35 
of  title  12,  C.R.S.  1973; 

(IV)  Colorado  state  board  of  medical  examiners,  created  by 
article  36  of  title  12,  C.R.S.  1973;  and  the  Colorado  podiatry 
board,  created  by  article  32  of  title  12,  C.R.S.  1973; 

(V)  State  board  of  nursing,  creating  by  part  2  of  article  38 
of  title  12,  C.R.S.  1973; 

(VI)  Board  of  practical  nursing,  created  by  part  1  of  article 
38  of  title  12,  C.R.S.  1973; 

(VII)  State  board  of  optometric  examiners,  created  by  article 
40  of  title  12,  C.R.S.  1973; 

(VIII)  State  board  of  pharmacy,  created  by  part  1  of  article 
22  of  title  12,  C.R.S.  1973; 

(IX)  State  board  of  physical  therapy,  created  by  article  41 
of  title  12,  C.R.S.  1973; 

(X)  State  board  of  veterinary  medicine,  created  by  article  64 
of  title  12,  C.R.S.  1973. 

(4)  (a)  The  following  divisions  in  the  department  of  regulatory 
agencies  shall  terminate  on  July  1,  1981: 

(I)  The  division  of  banking,  created  by  article  2  of  title  11, 
C.R.S.  1973; 

(II)  The  division  of  savings  and  loan,  created  by  article  44 
of  title  11,  C.R.S.  1973; 

(III)  The  division  of  securities,  created  by  article  51  of 
title  11,  C.R.S.  1973. 

(b)  The  following  boards  and  agencies  in  the  division  of  re- 
gistrations shall  terminate  on  July  1,  1981; 

(I)  State  board  of  examiners  of  landscape  architects,  created 
by  article  45  of  title  12,  C.R.S.  1973; 

(II)  Colorado  state  board  of  examiners  of  architects,  created 
by  article  4  of  title  12,  C.R.S.  1973; 

(III)  Abstractors'  board  of  examiners,  created  by  article  1 
of  title  12,  C.R.S.  1973; 

(IV)  State  board  of  accountancy,  created  by  article  2  of  title 
12,  C.R.S.  1973; 

(V)  State  board  of  registration  for  professional  engineers 
and  land  surveyors,  created  by  part  1  of  article  25  of  title 
12,  C.R.S.  1973; 
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(VI)  Colorado  state  board  of  psychologist  examiners,  created 
by  article  43  of  title  12,  C.R.S.  1973; 

(VII)  Examining  board  of  plumbers,  created  by  article  58  of 
title  12,  C.R.S.  1973; 

(VIII)  State  electrical  board,  created  by  article  23  of  title 
12,  C.R.S.  1973; 

(IX)  Board  of  hearing  aid  dealers,  created  by  article  65  of 
title  12,  C.R.S.  1973; 

(X)  State  board  of  social  worker  examiners,  created  by  part 
1  of  article  63.5  of  title  12,  C.R.S.  1973; 

(XI)  Colorado  mobile  home  licensing  board,  created  by  article 
51.5  of  title  12,  C.R.S.  1973. 

(5)  Upon  termination,  each  division,  board,  or  agency  shall 
continue  in  existence  until  July  1  of  the  next  succeeding  year 
for  the  purpose  of  winding  up  its  affairs.   During  the  wind-up 
period,  termination  shall  not  reduce  or  otherwise  limit  the 
powers  or  authority  of  each  respective  agency;  except  that  every 
license  issued  or  renewed  during  the  wind-up  period  shall  expire 
at  the  end  of  said  period,  and  original  license  and  renewal 
fees  shall  be  prorated  accordingly.   Upon  the  expiration  of 

the  one  year  after  termination,  each  respective  agency  shall 
cease  all  activities.   When  a  license  issued  or  renewed  prior 
to  termination  is  scheduled  to  expire  after  the  cessation  of 
activities,  the  license  shall  expire  at  the  end  of  the  wind-up 
period  and  the  agency  shall  refund  the  portion  of  the  license 
fee  paid  which  is  attributable  to  the  period  following  the  ces- 
sation of  activities.   Any  criminal  penalty  for  engaging  in  any 
profession  or  activity  without  being  licensed  therefore  shall 
not  be  enforceable  with  respect  to  activities  occurring  after 
an  agency  has  ceased  its  acvities  pursuant  to  this  section. 
(5.5)  Whenever  the  state  constitution  imposes  any  powers, 
duties,  or  functions  on  an  agency  or  officer  subject  to  the 
provisions  of  this  section  and  such  agency  or  officer  is  ter- 
minated and  the  general  assembly  does  not  designate  another 
agency  or  officer  to  exercise  such  powers  or  perform  such  duties 
and  functions,  such  agency  or  officer  shall  continue  in  existence, 
after  the  one-year  wind-up  period,  under  the  principal  department 
as  if  the  agency  or  officer  were  transferred  to  the  department 
by  a  type  2  transfer,  as  defined  in  section  24-1-105,  until  the 
general  assembly  shall  otherwise  designate. 

(6)  The  life  of  any  division,  board,  or  agency  scheduled  for 
termination  under  this  section  may  be  continued  or  reestablished 
by  the  general  assembly  for  periods  not  to  exceed  six  years. 
Any  newly  created  division,  board,  or  agency  in  the  department 
of  regulatory  agencies  shall  have  a  life  not  to  exceed  six  years 
and  shall  be  subject  to  the  provisions  of  this  section. 

(7)  The  legislative  audit  committee  shall  cause  to  be  conducted 
a  performance  audit  of  each  division,  board,  or  agency  scheduled 
for  termination  under  this  section.   The  performance  audit  shall 
be  completed  at  least  twelve  months  prior  to  the  date  established 
by  this  section  for  termination.   In  conducting  the  audit,  the 
legislative  audit  committee  shall  take  into  consideration,  but 
not  be  limited  to  considering,  the  factors  listed  in  paragraph 
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(b)  of  subsection  (8)  of  this  section.   Upon  completion  of  the 
audit  report,  the  legislative  audit  committee  shall  hold  a  public 
hearing  for  purposes  of  review  of  the  report.   A  copy  of  the 
report  shall  be  made  available  to  each  member  of  the  general 
assembly. 

(8)  (a)  Prior  to  the  termination,  continuation,  or  reestab- 
lishment  of  any  such  agency,  a  committee  of  reference  in  each 
house  of  the  general  assembly  shall  hold  a  public  hearing,  re- 
ceiving testimony  from  the  public  and  the  executive  director  of 
the  department  of  regulatory  agencies  and  the  agency  involved, 
and  in  such  a  yearing  the  agency  shall  have  the  burden  of  demon- 
strating a  public  need  for  its  continued  existence  and  the  extent 
to  which  a  change  in  the  type  of  transfer  of  the  agency  may  in- 
crease the  efficiency  of  administration  or  operation  of  the 
agency. 

(b)  In  such  hearings,  the  determination  as  to  whether  an  agency 
has  demonstrated  a  public  need  for  its  continued  existence  shall 
take  into  consideration  the  following  factors,  among  others: 

(I)  The  extent  to  which  the  division,  agency,  or  board  has 
permitted  qualified  applicants  to  serve  the  public; 

(II)  The  extent  to  which  affirmative  action  requirements  of 
state  and  federal  statutes  and  constitutions  have  been  complied 
with  by  the  agency  or  the  industry  it  regulates; 

(III)  The  extent  to  which  the  division,  board,  or  agency  has 
operated  in  the  public  interest,  and  the  extent  to  which  its 
operation  has  been  impeded  or  enhanced  by  existing  statutes, 
procedures,  and  practices  of  the  department  of  regulatory  agencies, 
and  any  other  circumstances,  including  budgetary,  resource,  and 
personnel  matters; 

{IV)  The  extent  to  which  the  agency  has  recommended  statutory 
changes  to  the  general  assembly  which  would  benefit  the  public 
as  opposed  to  the  persons  it  regulates; 

(V)  The  extent  to  which  the  agency  has  required  the  persons  it 
regulates  to  report  to  it  concerning  the  impact  of  rules  and 
decisions  of  the  agency  on  the  public  regarding  improved  service, 
economy  of  service,  and  availability  of  service; 

(VI)  The  extent  to  which  persons  regulated  by  the  agency  have 
been  required  to  assess  problems  in  their  industry  which  affect 
the  public; 

(VII)  The  extent  to  which  the  agency  has  encouraged  participa- 
tion by  the  public  in  making  its  rules  and  decisions  as  opposed 
to  participation  solely  by  the  persons  it  regulates; 

(VIII)  The  efficiency  with  which  formal  public  complaints  filed 
with  the  division,  board,  or  agency  or  with  the  executive  director 
of  the  department  of  regulatory  agencies  concerning  persons  subject 
to  regulation  have  been  processed  to  completion  by  the  division, 
board,  or  agency,  by  the  department  of  law,  and  by  any  other 
applicable  department  of  state  government;  and 

(IX)  The  extent  to  which  changes  are  necessary  in  the  enabling 
laws  of  the  agency  to  adequately  comply  with  the  factors  listed 
in  this  paragraph  (b) . 

(9)  If  no  action  has  been  taken  to  extend  the  life  of  an  agency 
scheduled  to  be  terminated  on  July  1  of  an  even-numbered  year 
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because  the  subject  was  not  designated  in  writing  by  the  governor 
during  the  first  ten  days  of  the  legislative  session,  pursuant 
to  section  7  of  article  V  of  the  state  constitution,  the  agency 
shall  not  be  terminated  until  July  1  of  the  next  subsequent  odd- 
numbered  year,  prior  to  which  time  the  general  assembly  may  re- 
consider the  termination,  continuation,  or  reestablishment  of 
such  agency. 

(10)  No  more  than  one  division,  board,  or  agency  shall  be 
continued  or  reestablished  in  any  bill  for  an  act,  and  such 
division,  board,  or  agency  shall  be  mentioned  in  the  bill's 
title. 

(11)  This  section  shall  not  cause  the  dismissal  of  any  claim 
or  right  of  a  person  through  or  against  any  such  agency  or  any 
claim  or  right  of  an  agency  which  has  ceased  its  activities 
pursuant  to  this  section  which  is  or  may  be  subject  to  litigation. 
Any  person  may  pursue  said  claims  or  rights  through  or  against 
the  department  of  regulatory  agencies,  and  said  claims  and  rights 
of  an  agency  which  has  ceased  its  activities  shall  be  assumed 

by  the  department  of  regulatory  agencies.   Nothing  in  this  section 
shall  interfere  with  the  general  assembly  otherwise  considering 
legislation  on  any  division,  board,  agency,  or  similar  body 
existing  within  the  department  of  regulatory  agencies. 

(12)  When  an  agency  is  terminated  pursuant  to  the  provisions 
of  this  section  and  the  general  assembly  reestablishes  the 
agency  during  its  wind-up  period  with  substantially  the  same 
powers,  duties,  and  functions,  the  agency  shall  be  deemed  to 
have  been  continued. 

SECTION  2.  10-1-103,  Colorado  Revised  Statutes  1973,  is  amended 
BY  THE  ADDITION  OF  A  NEW  SUBSECTION  to  read: 

10-1-103.   Division  of  insurance--subject  to  termination.   (6) 
The  provisions  of  section  24-34-104,  C.R.S.  1973,  concerning  the 
termination  schedule  for  regulatory  bodies  of  the  state  unless 
extended  as  provided  in  that  section,  are  applicable  to  the 
division  of  insurance  created  by  this  section. 

[Note:  Sections  3-40  of  the  bill  are  similar  to  section  2  in  that 
they  amend  appropriate  sections  of  the  Colorado  Revised  Statutes 
1973  to  indicate  that  the  designated  regulatory  bodies  are  sub- 
ject to  the  termination  provision  of  the  Sunset  law.] 

SECTION  41.   Effective  date.   This  act  shall  take  effect  July 
1,  1976. 

SECTION  42.  Safety  clause.  The  general  assembly  hereby  finds, 
determines,  and  declares  that  this  act  is  necessary  for  the 
immediate  preservation  of  the  public  peace,  health,  and  safety. 
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APPENDIX  D 
MARYLAND  REGULATORY  PROGRAMS  EVALUATION  ACT 
(CHAPTER  808  of  1978) 

SECTION  1.   Be  it  enacted  by  the  General  Assembly  of  Maryland, 
that  section (s)  of  the  Annotated  Code  of  Maryland  be  repealed, 
amended,  or  enacted  to  read  as  follows: 

Article  41  -  Governor-Executive  and 
Administrative  Departments 

48  3.   PUBLIC  POLICY 

It  is  essential  to  the  maintenance  of  a  healthy  state  economy 
and  a  government  that  has  the  confidence  of  its  citizens  that  the 
state  establish  a  system  of  periodic  legislative  review  of  state 
regulatory  and  licensing  activities.   This  review  of  executive 
branch  performance  is  consistent  with  other  activities  and  goals 
of  the  General  Assembly.   The  purpose  of  this  review  is  to  deter- 
mine which  regulatory  functions  are  necessary  to  serve  the  public 
interest  and  to  make  regulatory  boards  accountable  and  respon- 
sive to  the  public  interest  in  carrying  out  these  necessary  func- 
tions.  The  purpose  of  this  Act  is  to  ensure  that  this  periodic 
review  of  state  regulatory  and  licensing  activities  takes  place 
by  establishing  statutory  deadlines  for  legislative  evaluation 
and  legislative  action. 

4  84.   DEFINITIONS 

As  used  in  this  subtitle,  "Board"  means  any  board,  commis- 
sion, committee,  council,  division,  or  office  listed  in  Section 
485  of  this  Act. 

485.   EVALUATION  SCHEDULE 

(A)   The  following  boards  and  related  statutes  and  regula- 
tions shall  be  evaluated  by  July  1,  1980: 

(1)  Board  of  Barber  Examiners  (Art.  43,  Sec.  311); 

(2)  State  Board  of  Cosmetologists  (Art.  43,  Sec.  539); 

(3)  State  Athletic  Commission  (Art.  56,  Sec.  109); 

(4)  Board  of  Examining  Moving  Picture  Machine  Operators 
(Sec.  11-3  of  the  Public  Local  Laws  of  Baltimore  City) ; 

(5)  Maryland  State  Board  of  Censors  (Art.  66A,  Sec.  3); 

(6)  Board  of  Certification  of  Water  Works  (Art.  43, 
Sec.  406A) ; 

(7)  Mine  Examining  Board  (Nat.  Res.  Art.,  Sec.  7-206); 

(8)  Maryland  State  Board  of  Well  Drillers  (Nat.  Res. 
A  t. ,  Sec.  8-607) ; 
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(9)  Maryland  Racing  Coiranission  (Art.  78B,  Sec.  1) ; 

(10)  Maryland  Standardbred  Race  Fund  Advisory  Committee 
(Art.  78B,  Sec.  17A) ; 

(11)  Maryland-Bred  Race  Fund  Advisory  Committee  (Art.  78B, 
Sec.  ISA) ; 

(12)  State  Board  of  Inspection  of  Horse  Riding  Stables 
(Art.  56,  Sec.  130); 

(13)  State  Board  of  Veterinary  Medical  Examiners  (Ag.  Art., 
Sec.  2-302) . 

(B)   The  following  boards  and  related  statutes  and  regula- 
tions shall  be  evaluated  by  July  1..  1981: 


(1) 

(2) 
(3) 
(4) 

(5) 

(6) 

(7) 
(8) 
(9) 
(10) 

.  11, 

67); 


Sec.  1) ; 


(11) 

(12) 
(13) 

(14) 
(15) 

(16) 


Office  of  the  Bank  Commissioner  (Art. 

Bank  Regulation  Board  (Art.  11,  Sec. 

Banking  Board  (Art.  11,  Sec.  27); 

Division  of  Building,  Savings  and  Loan  Associations 

(Art.  23,  Sec.  161G) ; 

Board  of  Building,  Savings  and  Loan  Association 

Commissioners  (Art.  23,  Sec.  161E) ; 

Maryland  Credit  Union  Insurance  Corporation  (Art.  23, 

Sec.  451); 

Maryland  Home  Improvement  Commission  (Art.  56,  Sec.  250) 

Real  Estate  Commission  of  Maryland  (Art.  56,  Sec.  213); 

Real  Estate  Hearing  Board  (Art.  56,  Sec.  224A) ; 

Office  of  the  Commissioner  of  Consumer  Credit  (Art. 

Sec.  192); 

State  Board  of  Chiropractic  Examiners  (Art.  43, 

Sec.  499); 

Board  of  Osteopathic  Examiners  (Art.  43,  Sec.  467); 

State  Board  of  Physical  Therapy  Examiners  (Art.  43, 

Sec.  606) ; 

Board  of  Podiatry  Examiners  (Art.  43,  Sec.  482); 

State  Board  of  Funeral  Directors  and  Embalmers 

(Art.  43,  Sec.  339); 

The  Collection  Agency  Licensing  Board  (Art.  56, 

Sec.  325). 


41, 


(C)   The  following  boards  and  related  statutes  and  regula- 
tions shall  be  evaluated  by  July  1,  1982: 


(1) 

(2) 

(3) 

(4) 

(5) 
(6) 


Insurance  Commissioner  and  Division  (Art.  48A,  Sec.  14 
and  15) ; 

Maryland  Architectural  Registration  Board  (Art.  43, 
Sec.  517); 

Board  of  Examining  Engineers  (Sec.  4-1  of  The  Public 
Local  Laws  of  Baltimore  City) ; 

Board  of  Electrical  Examiners  and  Supervisors  (Sec.  3-1 
of  the  Public  Local  Laws  of  Baltimore  City) ; 
Board  of  Boiler  Rules  (Art.  48,  Sec.  169); 
Maryland  Board  of  Examiners  of  Landscape  Architects 
(Art.  56,  Sec.  277); 
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(7)  Board  of  Registration  for  Professional  Engineers 
(Art.  7  5  1/2) ; 

(8)  State  Board  of  Commissioners  of  Practical  Plumbing 
(Art.  43,  Sec.  329) ; 

(9)  Board  of  Medical  Examiners  (Art.  43,  Sec.  120); 

(10)  State  Board  of  Examiners  of  Nurses  (Art.  43,  Sec.  292); 

(11)  Maryland  State  Board  of  Examiners  of  Nursing  Home 
Administrators  (Art.  43,  Sec.  769); 

(12)  State  Board  of  Examiners  of  Psychologists  (Art.  43, 
Sec.  621) ; 

(13)  Maryland  State  Board  of  Dental  Examiners  (Art.  32, 
Sec.  2) ; 

(14)  Board  of  Examiners  of  Optometry  (Art.  43,  Sec.  368) ; 

(15)  Maryland  Board  of  Pharmacy  (Art.  43,  Sec.  257); 

(16)  Board  of  Sanitarian  Registration  (Art.  43,  Sec.  726); 

(17)  Health  Services  Cost  Review  Commission  (Art.  43, 
Sec.  568-1) ; 

(18)  State  Board  of  Registration  for  Professional  Land 
Surveyors  (Art.  56,  Sec.  330). 

(D)   The  following  boards  and  related  statutes  and  regula- 
tions shall  be  evaluated  by  July  1,  1983: 

(1)  State  Board  of  Registration  for  Foresters  (Art,  56, 
Sec.  301); 

(2)  Board  of  Examiners  of  Maryland  Pilots  (Art.  74,  Sec.  2); 

(3)  State  Board  of  Law  Examiners  (Art.  10,  Sec.  2); 

(4)  Maryland  State  Board  of  Public  Accountancy  (Art.  75A, 
Sec.  1) ; 

(5)  Board  of  Examiners  for  Hearing  Aid  Dealers  (Art.  43, 
Sec.  7  50); 

(6)  Board  of  Examiners  for  Audiologists  (Art.  43,  Sec.  802); 

(7)  Board  of  Examiners  for  Speech  Pathologists  (Art.  43, 
Sec.  803) ; 

(8)  State  Board  of  Social  Work  Examiners  (Art.  43,  Sec.  862); 

(9)  Division  of  Labor  and  Industry  (Art.  89,  Sec.  1); 

(10)  Apprenticeship  and  Training  Council  (Art.  89,  Sec.  51); 

(11)  Advisory  Committee  on  the  Wage  and  Hour  Law  (Art.  100, 
Sec.  8  5); 

(12)  Employment  Agency  Advisory  Board  (Art.  56,  Sec.  165A) ; 

(13)  Occupational  Safety  and  Health  Advisory  Board  (Art.  89, 
Sec.  31); 

(14)  Advisory  Council  on  Prevailing  Wage  Rates  (Art.  100, 
Sec.  106); 

(15)  Amusement  Safety  Advisory  Board  (Art.  89,  Sec.  69). 


486. 


REESTABLISHMENT 


(A)   If  any  board  made  subject  by  this  Act  to  termination 
and  evaluation  is  subsequently  reestablished' by  statute,  such 
reestablishment  is  for  a  period  of  six  years,  at  which  time  the 
board  is  aga  n  terminated  and  made  subject  to  evaluation  pursuant 
to  this  Act,  unless  the  reestablishing  statute  specifically 
provides  otherwise. 
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(B)  Before  July  1  of  the  year  preceding  the  evaluation 
date  of  a  board  under  Section  485  of  this  Act,  a  Senate  committee 
designated  by  the  President  or  a  House  committee  designated  by 
the  Speaker  shall  prepare  a  plan  for  the  evaluation  of  the  board 
after  consultation  with  the  Board,  the  Department  of  Budget  and 
Fiscal  Planning,  and  the  Department  of  Fiscal  Services.   An 
evaluation  plan  must  provide  for  periodic  consultation  between 
the  Department  of  Budget  and  Fiscal  Planning,  the  Department  of 
Fiscal  Services,  and  the  relevant  legislative  committees. 

(C)  Before  November  15  of  the  year  preceding  the  evalua- 
tion date  of  a  board  under  Section  485  of  this  Act,  the  Department 
of  Fiscal  Services  shall  prepare  an  evaluation  report  based  on 
the  evaluation  plan  adopted  pursuant  to  Subsection  (B) .   The 
department  shall  submit  the  report  to  the  General  Assembly  and 
make  copies  available  to  interested  parties  and  members  of  the 
public- 
CD)   The  evaluation  report  shall  discuss: 

(1)  The  purpose  of  the  regulation  and  the  manner  of  opera- 
tion of  the  board  designed  to  achieve  the  purpose; 

(2)  Any  change  in  conditions  since  the  regulation  was 
established  that  suggests  the  need  for  change  in  the  regulation; 

(3)  Whether  the  absence  of  regulation  would  significantly 
affect  the  public  health,  safety,  or  welfare; 

(4)  Whether  the  regulation  has  increased  or  decreased  the 
costs  of  any  goods  or  services; 

(5)  Whether  the  statute  establishes  a  clear  regulatory 
mandate  and  the  board  complies  with  the  statutory  mandate; 

(6)  Whether  the  board  has  established  clear  objectives  and 
the  extent  to  which  the  objectives  have  been  achieved; 

(7)  Whether  other  entities,  programs  or  activities  of 
the  state  government  have  the  same  or  similar  objectives,  and, 
if  so,  a  comparison  of  the  cost  and  effectiveness  of  such  enti- 
ties, programs,  or  activities,  and  identification  of  any  duplica- 
tion of  the  entity  under  review; 

(8)  Whether  other  entities,  programs  or  activities  of  local 
government,  the  federal  government,  or  the  private  sector  provide 
the  same  or  similar  services; 

(9)  Whether  the  board  is  given  budget  and  staff  resources 
and  enforcement  authority  adequate  or  in  excess  of  what  is  needed 
to  carry  out  its  statutory  mandate.   This  discussion  shall  in- 
clude a  description  of  the  Board's  source  of  funds; 


299 


-  94  - 


(10)  Whether  the  board  has  permitted  only  qualified  appli- 
cants for  licenses  to  serve  the  public  and  has  not  unduly 
restricted  access  to  any  profession  or  occupation; 

(11)  Whether  the  board  has  operated  in  an  open  and  account- 
able manner,  with  public  access  to  records  and  meetings,  and 
safeguards  against  conflicts  of  interest; 

(12)  Whether  the  board  has  encouraged  participation  by  the 
public  as  opposed  to  participation  solely  by  the  persons  it 
regulates.   This  discussion  shall  include  a  discussion  of  the 
role  of  consumer  representatives  on  the  board; 

(13)  Whether  applications  and  formal  public  complaints 
filed  with  the  board  have  been  processed  efficiently  and  fairly; 

(14)  Whether  the  board  gathers  and  maintains  information 
about  its  activities  and  the  activities  of  regulated  individuals 
and  interests  sufficient  to  permit  the  board  to  carry  out  its 
duties,  to  inform  the  public,  and  to  give  the  General  Assembly 
the  capacity  to  evaluate  the  success  of  the  regulation,  and 
whether  superfluous  information  is  gathered  and  maintained; 

(15)  Alternative  methods  of  regulation,  including  those 
that  have  been  successful  in  other  states,  and  suggestions  for 
statutory  changes. 

(E)  The  evaluation  report  also  may  include  any  other 
information  which  the  Department  of  Fiscal  Services  deems  appro- 
priate. 

(F)  Before  December  15  of  the  year  preceding  the  year  of 
the  evaluation  date,  the  designated  committee  shall  hold  a 
public  hearing  to  receive  testimony  from  the  board  and  the 
public  regarding  the  evaluation  report  prepared  by  the  Depart- 
ment of  Fiscal  Services. 

(G)  On  or  before  the  eighth  day  of  the  regular  session 
of  the  General  Assembly  in  the  year  of  evaluation,  the  desig- 
nated committee  shall  report  to  the  General  Assembly  its  recommen- 
dation to  reestablish,  reconstitute  with  changes,  repeal,  or 
allow  to  terminate  the  board  under  evaluation.   This  report 
shall  be  accompanied  by  a  bill  to  effect  the  recommendation,  if 
legislation  is  appropriate. 

487.   COOPERATION  OF  BOARDS 

A  board  which  is  subject  to  evaluation  under  this  subtitle 
shall  upon  request,  promptly  supply  the  Department  of  Fiscal 
Services  and  the  reviewing  committees  with  all  information  which 
is  requested  and  shall  otherwise  cooperate  with  the  Department 
and  the  comr,  ittees  in  the  evaluation. 
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488.   TRANSITION 

(A)  A  member  of  a  board  that  is  reestablished  pursuant 

to  this  act  shall  continue  to  hold  office  for  the  term  for  which 
the  member  was  appointed  unless  the  law  reestablishing  the 
board  provides  to  the  contrary. 

(B)  This  act  shall  not  cause  the  dismissal  of  any  claim 
or  right  of  a  person  or  entity  against  any  board,  or  any  claim 
or  right  of  a  board  repealed  under  this  act,  which  is  subject 
to  litigation.   The  state  shall  assume  all  such  claims  and 
rights. 

[NOTE:  The  following  section  contains  technical  provisions 

designed  to  repeal  the  boards  in  the  evaluation  schedule 
and  regulations  promulgated  by  them  one  year  after  the 
evaluation  date.] 


SECTION  3.   And  be  it  further  enacted,  that  the  provisions 
of  this  Act  that  require  certain  actions  by  legislative  commit- 
tees are  enacted  by  the  General  Assembly  as  an  exercise  of  the 
rulemaking  power  of  the  Senate  and  the  House  of  Delegates.   They 
shall  be  considered  as  part  of  the  rules  of  each  House  with 
full  recognition  of  the  constitutional  right  of  either  House 
to  change  the  rules,  as  relating  to  its  House,  at  any  time  in 
the  same  manner  as  any  other  rule  of  the  House. 

SECTION  4.   And  be  it  further  enacted,  that  the  Policy 
Committee  of  the  General  Assembly  shall  undertake  a  study  of 
legislative  oversight  and  program  evaluation.   The  Policy  Com- 
mittee shall  report  to  the  General  Assembly  by  December  1,  1979, 
with  a  proposal  for  including  an  evaluation  component  in  all 
legislation  establishing  new  State  boards  or  programs.   The 
evaluation  component  shall  include  a  requirement  that  the  board 
or  the  administrator  of  the  program  gather  and  maintain  infor- 
mation about  its  activities  sufficient  to  give  the  General 
Assembly,  the  public,  and  the  board  or  the  administrator  the 
capacity  to  evaluate  the  success  of  the  board  or  program.   The 
proposal  shall  also  provide  for  the  periodic  repeal  of  all  new 
boards  or  programs  in  order  to  ensure  periodic  evaluation  and 
legislative  oversight  similar  to  that  required  under  this  Act. 

SECTION  5.   And  be  it  further  enacted,  that  the  Policy 
Committee  of  the  General  Assembly  shall  undertake  a  study  of 
the  Act  and  shall  report  to  the  General  Assembly  by  December  1, 
1981.   The  study  shall  include  an  evaluation  of  the  quality  and 
effectiveness  of  the  evaluation  performed  under  this  Act,  the 
implementation  of  the  recommendations  made  by  the  Department  of 
Fiscal  Services,  and  the  legislative  committees,  and  the  impact 
of  the  Act  on  the  General  Assembly. 

SECTION  6.   And  be  it  further  enacted,  that  this  Act  shall 
take  effect  July  1,  1978. 
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APPENDIX   E 


SUNSET:  A  PROPOSAL  FOR 
ACCOUNTABLE  GOVERNMENT 

Bruce  Adams 

of 

Common  Cause* 


Government  at  all  levels  is  held  in  low  esteem  by  the  governed. 
In  1973.  pollster  Louis  Harris  surveyed  public  attitudes  toward 
government  and  found  "a  fullblown  crisis  of  confidence."'  Seventy- 
four  percent  of  the  people  believed  that  "special  interests  get  more 
from  government  than  the  people  do."  Fifty-five  percent  felt  that 
"people  running  the  country  do  not  really  care  what  happens  to 
you."  Three  years  later,  things  have  not  improved.  Last  fall,  Harris 
reported  that  "72  percent  of  the  public  no  longer  feel  they  get  good 
value  from  their  tax  dollars."^ 

The  reasons  for  this  public  disenchantment  with  government  are 
obvious:  Certain  essential  services  are  not  provided;  still  others  are 
provided  in  an  inefficient  and  wasteful  manner.  Accountability  is 
often  undermined  by  secrecy  and  special  interest  domination. 
Bureaucrats  are  overwhelmed  by  the  white  plague  of  paperwork. 
Legislative  bodies  have  not  performed  their  program  evaluation  func- 
tion adequately. 


•Member  of  the  Maryland  Bar.  Member  of  the  Issues  Development  Staff  of  Com- 
mon Cause,  Washington.  D.C.  The  author  wishes  to  acknowledge  valuable  com- 
ments on  a  draft  of  the  article  by  numerous  experts  on  federal  and  state  government 
and  the  research  assistance  of  three  Common  Cause  volunteers:  Karen  Hillman, 
Linda  Hamlin,  and  David  M.  L'Heureux. 

'Harris. Hearing  on  a  Surrey  ol  Public  Attitudes  Before  the  Subcommittee  on  In- 
tergovertxmcntal  Relattom  of  the  Senate  Committee  on  Government  Operations,  93d 
Cong.,  Ist  Sess.,  7  (1973). 

2L.  Harris,  "The  Emerging  Shape  of  Politics  for  the  Rest  of  the  1970s,"  Oct.  7, 
1975  (Remarks  to  the  National  Conference  of  State  Legislatures). 
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Sj       .U.MINiS  I  KM    \l-  LAW  REVIEW 

As  Morris  S.  Ogul  lias  pcintcti  out:  "It  more  and  bcun  ovcrsiglu 
is  to  be  arliievcd.  members  need  lo  alter  their  priorities  i'ot  allocation 
of  their  time  and  they  need  to  insist  on  better  staffs.""^  ijiu  as  Allen 
Schick,  has  written,  the  needed  reallocation  will  not  occur  imtil  the 
necessary  incentives  are  established  "■'  The  Congressional  Budget  Act 
appears  to  have  given  Congress  the  capacity  and  the  discipline  to  im- 
prove its  budget  review  practices.'^"'  Perliaps  Sunset  could  provide  the 
necessary  incentive  and  be  the  action-forcing  mechanism  that  institu- 
tionalizes legislative  program  evaluation. 

Sunset  is  not  a  panacea.  But  it  could  make  a  significant  diffeieiue. 
It  is  a  powerful  concept  with  great  promise  Sunset  contains  risks  ant! 
presents  problems,  but  lliey  can  be  man.i^ed.  If  legislators  have  the 
will  and  provide  the  institutional  capacity  to  implement  the  Sunset 
principles  set  forth  in  this  article.  Sunset  couUi  hclj)  to  restore  ihc 
balance  of  power  between  the  two  major  hraiiclies  of  govcrniuenl.  T  lie 
visibility  provided  by  the  Sunset  process  might  stiengtlien  the  li.inds 
of  public  interest  advocates  where  special  interest  pressures  now  dom- 
inate. But  Sunset  is  designed  to  ensure  review,  not  to  guaiantee  any 
predetermined  result.  Sunset  could  foster  a  stronger  legislative  branch 
overseeing  a  more  accountable  executive  branch.  If  a  lean,  strong  gov- 
ernment results,  it  would  help  to  restore  public  confidence  and  under- 
cut the  anti-government  feeling  that  is  sweeping  the  nation  today. 


nsOt.cL.  iuprn  note  55.  at  709. 
IIOSCHICK.  iupra  note  83. 

l2">H.i\cmjnn.  Huitzet  Repmti  \ni-  Senati',  Hnu^e  Pitm-ls  Mi7tnni^  Mark  on  Sprnri- 
ing  Billt.  7  Nat.  J.  Rzr.  1499  fl975). 
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APPENDIX  F 


SUNSET  BIBLIOGRAPHY 


I.  Common  Cause  Materials 

(a)  "Sunset  Legislation  in  the  States"  (December  1978)  .   This 
paper  provides  background  information  on  state  Sunset  legislation 
and  implementation  activity. 

(b)  "Sunset:   A  Common  Cause  Proposal  for  Accountable  Govern- 
ment" (February  1977) .   This  eleven  page  handout  contains  the 
1976  testimony  of  Common  Cause  Chairman  John  Gardner  outlining 
Common  Cause's  ten  Sunset  principles  before  a  U.S.  Senate  Sub- 
committee.  The  handout  also  contains  the  Colorado  Sunset  law 

(H.B.  1088  of  1976) . 

(c)  Testimony  of  Common  Cause  President  David  Cohen  on  the  Sunset 
Act  of  1977  (S.2)  before  the  U.S.  Senate  Subcommittee  on  Inter- 
governmental Relations  (March  28,  1977) . 

(d)  Testimony  of  Common  Cause  President  David  Cohen  on  the  Pro- 
gram Evaluation  Act  of  1977  (S.2)  before  the  U.S.  Senate  Commit- 
tee on  Rules  and  Administration  (April  19,  1978). 

(e)  Testimony  of  Common  Cause  Vice  President  Fred  Wertheimer 
on  the  Regulatory  Reform  Act  of  1977  (S.600)  before  the  U.S. 
Senate  Subcommittee  on  Intergovernmental  Relations  (June  8,  1977). 

(f)  "State  Regulation  and  Licensing:   A  Common  Cause  BacJcground 
Paper"  (December  1976) .   This  17  page  paper  provides  background 
information  on  state  regulation  with  an  emphasis  on  the  applica- 
tion of  Sunset  to  occupational  and  professional  licensing  boards. 

(g)  "The  First  Measure  of  Sunset",  The  Colorado  Lawyer  (January 
1978) .   Former  Chairman  of  Colorado  Common  Cause,  Sid  Brooks, 
describes  and  analyzes  the  first  year's  experience  with  Sunset 
implementation  in  Colorado.  j 

(Common  Cause  materials  are  available  from:  j  Melissa  Howard, 
Field  Central,  2030  M  Street  N.W. ,  Washington,  D.C,  20036;  (202) 
833-1*200)  . 

II.  Sunset 

Articles 

(a)   "The  Sunset  Approach:   The  Key  to  Regulatory  Reform?",  State 
Government  (Summer  1976).   This  article  by  Benjamin  Shimberg, 
Associate  Director  of  the  Center  for  Occupational  and  Professional 
Assessment  of  the  Educational  Testing  Service,  examines  the 
application  of  Sunset  to  occupational  and  professional  licensing 
boards. 
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(b)  "Sunset  in  the  West",  State  Government  (Summer  1976).   This 
article  was  written  by  the  sponsor  of  the  Colorado  Sunset  law. 
Representative  Gerald  H.  Kopel. 

(c)  "Congress  Presses  for  Sunset  Legislation,"  National  Journal 
(April  2,  1977) .   This  article  by  Richard  E.  Cohen  describes 
early  consideration  of  the  federal  Sunset  bill,  S.2. 

(d)  "Is  It  Time  for  the  Sun  to  Set  on  Some  State  Sunset  Proposals", 
National  Journal  (June  18,  1977).   This  article  by  Neal  Peirce 

and  Jerry  Hagstrom  looks  at  state  Sunset  experience  with  a  focus 
on  Alabama  and  Colorado. 

(e)  "Sunset  Legislation  in  the  U.S."   State  Bar  of  Texas  (September 
1977) ,  162  pg.   This  article  by  Dan  R.  Price  analyzes  the  need 

for  state  Sunset  legislation  with  a  special  emphasis  on  Texas. 
This  is  available  in  pamphlet  form  from  the  State  Bar  of  Texas 
(P.O.  Box  12487,  Capitol  Station,  Austin,  Tx. 78711) . 

(f)  "Sunset  Review  —  The  Colorado  Program:   Statutes,  Organiza- 
tion, Methodology,  Evaluation  Criteria  and  Results",  by  Michael  S. 
March  (November  15,  1977).   Professor  March,  the  University  of 
Colorado  professor  who  supervised  reviews  prepared  for  the  Colorado 
Department  of  Regulatory  Agencies,  prepared  this  analysis  of 
their  review  experience.   It  is  available  for  $5.00  from  the 
Bureau  of  Governmental  Research  and  Services  (Univ.  of  Colorado, 
125  Ketchum,  Boulder,  Colorado  80309). 

(g)  "Have  Sunset  Laws  Gone  Awry",  U.S.  News  and  World  Report 
(May  29,  1978).   This  article  takes  a  critical  look  at  the  state 

experience  with  Sunset. 

(h)   "Regulate  the  Regulators",  Reader's  Digest  (October  1978). 
This  article  by  Irwin  Ross  describes  the  Colorado  experience. 

(i)    "Sunset  and  Legislative  Oversight  in  Washington  State," 
Washington  State  Research  Council  (February  1,  1979).   This 
report,  prepared  by  William  R.  Rice,  discusses  the  Washington 
State  Sunset  statute  and  briefly  describes  Sunset  implementa- 
tion in  other  states. 

(j)    "Sunset  Legislation  in  the  U.S.,"  30  Baylor  Law  Review 
401-62  (Summer  1978).   This  article  by  Dan  Price  provides  an 
overview  of  state  Sunset  legislation  as  of  April  1978.   It 
describes  the  major  provisions  of  the  first  26  laws  with  a  spe- 
cial review  of  the  results  in  Colorado,  New  Mexico, and  South 
Dakota.   Implementation  suggestions  are  also  included.   The 
article  is  available  from  Dan  Price,  P.O.  Box  5843,  Austin,  Tx. 
78763  for  $5.25. 

Federal  and  State  Government  Materials 

(a)   Hearirss  and  Reports  on  S.  2925  (94th  Congress).   The  hearing 
record  and  the  committee  report  (S. Rep. No.  94-1137)  on  Senator 
Muskie's  i:  6  Sunset  bill  are  available  from  the  U.S.  Senate 
Subcommittee  on  Intergovernmental  Relations.   A  hearing  record 
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and  a  more  critical  committee  report  (S. Rep. No.  94-1263)  on  the 
Muskie  bill  are  available  from  the  Senate  Committee  on  Rules  and 
Administration. 

(b)  Hearings  and  Reports  on  S.2  {95th  Congress).   The  hearing 
record  and  the  committee  report  (S. Rep. No.  95-326)  on  Senator 
Muskie' s  1977  Sunset  bill  are  available  from  the  U.S.  Senate 
Subcommittee  on  Intergovernmental  Relations.   A  hearing  record 
and  committee  report  (S. Rep. No.  95-981)  on  the  Muskie  bill  are 
also  available  from  the  Senate  Committee  on  Rules  and  Administra- 
tion.  Also  available  from  the  Rules  Committee  is  the  Staff 
Working  Group  Report  of  April  19,  197  8  that  presents  an  alterna- 
tive to  Sunset. 

(c)  California  Legislative  Analyst,  "A  Review  of  the  'Sunset' 
Concept  and  Possible  Alternatives  for  California  Pursuant  to 
Resolution  Chapter  24  (SCR  3)  1977-78  Regular  Session"  (Sacramento, 
California,  December  1977)  .   This  report  is  the  result  of  SCR  3 

of  1977  which  directed  the  Legislative  Analyst  to  review  the 
Sunset  concept  to  evaluate  its  feasibility  and  potential  for 
improving  the  decision-making  process  of  the  California  legisla- 
ture. 

(d)  Hawaii  Legislative  Reference  Bureau,  "Sunset:  The  Concept 
and  its  Experience"  (Honolulu,  Hi.,  1978). 

(e)  Michigan  House  Fiscal  Agency,  Legislative  Program  Effective- 
ness Review  Unit,  "A  Sunset  Law  in  Michigan,"  LPER  Memorandum  #4 
(Lansing,  Michigan,  1976) . 

(f)  New  York  Legislature,  Temporary  Commission  on  Management 
and  Productivity  in  the  Public  Sector,  "Sunset  in  Perspective: 

A  Critical  Analysis"  (Albany,  N.Y.,  February  1978).   The  seminar 
report  from  a  conference  on  Sunset  in  April  of  1977. 

(g)  New  York  State  Senate  Research  Service,  "Sunset,  It's  Not 
All  Rosy"  (Albany,  N.Y.,  1977).   A  booklet  prepared  for  an 
April  1977  conference  by  Stephan  Sloan  and  John  Flynn. 

(h)   Virginia  General  Assembly,  Joint  Legislative  Audit  and 
Review  Commission  (JLARC) ,  "Sunset,  Zero-Base  Budgeting,  Legis- 
lative Program  Evaluation".   (Richmond,  Va. ,  September  21,  1977). 
Transcripts  from  a  conference  May  5  and  6  of  1977.   HJR  178  of 
1977  mandated  a  study  of  Sunset  and  related  methods  of  legisla- 
tive oversight  by  JLARC  and  an  advisory  task  force.   This  is  the 
first  of  three  reports  based  on  testimony  by  experts  who  assisted 
in  the  study. 

(i)   Virginia  General  Assembly,  JLARC,  "Zero-Base  Budgeting?" 
(December  9,  1977) .   Proceedings  of  a  Forum  on  Legislative  Over- 
sight, August  23,  1977. 

(j)   Virginia  General  Assembly,  JLARC,  "The  Sunset  Phenomenon" 
(December  13,  1977).   Papers  of  a  Forum  on  Legislative  Oversight, 
July  25,  1977.   This  also  contains  the  report  adopted  by  the 
advisory  task  force. 
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(k)   Virginia  General  Assembly,  JLARC,  "A  Survey  of  State  Sunset 
Legislation:   Portions  of  a  Presentation  made  to  the  JLARC  Sunset 
Study  Task  Force",  June  28,  1977. 

(1)   Wisconsin  Legislative  Reference  Bureau,  "Sunset  Legislation," 
Research  Bulletin  77-RB-l  (Madison,  Wisconsin,  1977). 

III.  Zero-Base  Budgeting 

(a)  Zero-Base  Budgeting  in  the  States,  Council  of  State  Govern- 
ment (1976).   This  twenty-eight  page  survey  of  zero-base  budgeting 
practices  in  the  states  was  compiled  by  the  Congressional  Research 
Service  working  in  cooperation  with  the  National  Association  of 
State  Budget  Officers.   The  report  is  available  from:   CSG, 

Iron  Works  Pike,  Lexington,  Ky.  40511  ($3.50). 

(b)  "Compendium  of  Materials  on  Zero-Base  Budgeting  in  the  States" 
(January  1977).   This  384  page  compendium  of  articles  and  manuals 

was  compiled  by  and  is  available  from  the  U.S.  Senate  Subcommittee 
on  Intergovernmental  Relations. 

(c)  Zero-Base  Budgeting:   A  Practical  Management  Tool  for  Evalua- 
ting Expenses  (John  Wiley  &  Sons,  1973).   This  230  page  book  was 
written  by  Peter  Pyhrr,  the  consultant  who  helped  Governor  Jimmy 
Carter  install  zero-base  budgeting  in  Georgia. 

IV.  Occupational  Licensing 

(a)  Occupational  Licensing:   Practices  and  Policies  (Public 
Affairs  Press,  1972).   This  258  page  book  by  Benjamin  Shimberg 
of  the  Center  for  Occupational  and  Professional  Assessment  and 
two  colleagues  is  an  invaluable  resource  for  those  interested 
in  applying  Sunset  to  occupational  and  professional  licensing 
boards . 

(b)  Occupational  Licensing:   Questions  a  Legislator  Should  Ask 
(March  1978).   This  pamphlet  by  Benjamin  Shimberg  and  Doug 
Roederer  of  the  Council  of  State  Governments  (CSG)  is  available 
from:  CSG,  Iron  Works  Pike,  Lexington,  Ky.  40511  ($3.50). 
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APPENDIX  G 
FEDERAL  ACTION  ON  SUNSET 

The  first  major  federal  Sunset  legislation  was  introduced 
in  early  1976  by  Senators  Edmund  Muskie  (D-Me.)  and  William 
Roth  (R-Del.).   Senator  Muskie,  Chairman  of  the  Senate  Budget 
Committee,  advocated  Sunset  as  a  logical  and  necessary  sequel 
to  the  Congressional  Budget  Act  of  1974.   While  the  1974  Act 
provided  needed  discipline  on  congressional  budget-making, 
Muskie  believed  Sunset  would  help  Congress  take  a  closer  look 
at  the  agencies  and  programs  that  make  up  the  budget  in  order 
to  improve  their  efficiency  and  effectiveness. 

The  bill  (S.  2925)  in  its  final  form  placed  virtually 
all  federal  programs  on  a  five-year  termination  cycle.   The 
comprehensive  coverage  of  the  federal  bill  was  possible  accord- 
ing to  proponents  because  Congress,  unlike  most  state  legisla- 
tures, is  a  full-time  body  with  a  large  staff  and  substantial 
experience  with  short-term  authorizations. 

The  Intergovernmental  Relations  Subcommittee  of  the  Senate 
Committee  on  Government  Operations  held  seven  days  of  hearings 
on  S.2925  in  1976.   Thirty-four  witnesses  presented  testimony 
generally  supporting  the  goals  of  the  legislation,  though  some 
raised  questions  and  offered  suggestions  about  its  implementation. 
Testimony  by  John  Gardner,  Founding  Chairman  of  Common  Cause, 
outlined  the  ten  basic  principles  Common  Cause  considers  essen- 
tial to  the  development  of  a  workable  Sunset  law. 
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The  full  Senate  Government  Operations  Committee  unanimously 
reported  the  bill  in  August  1976  (S.  Kept.  No.  94-1137).   The 
Sunset  bill  was  then  referred  to  the  Senate  Rules  Committee 
which  issued  a  neutral  recommendation  accompanied  by  a  highly 
critical  report  (S.  Rept.  No.  94-1263).   The  Finance  Committee, 
to  which  the  section  applying  Sunset  to  tax  expenditures  (i.e. , 
tax  preferences  or  incentives  that  result  in  revenue  being  lost 
to  the  U.S.  Treasury)  was  referred,  did  not  act  and  the  section 
was  deleted  from  the  bill.   The  full  Senate  did  not  act  in  the 
94th  Congress. 

In  1977,  Senator  Muskie  introduced  a  similar  Sunset  pro- 
posal (S.  2)  which  received  six  days  of  hearings  in  the  Inter- 
governmental Relations  Subcommittee  in  early  March.   Among  the 
thirty  witnesses  were  several  high-ranking  Administration  offi- 
cials who  strongly  endorsed  the  Sunset  concept. 

A  key  modification,  suggested  by  Common  Cause,  was  adopted 
during  final  consideration  of  S.  2  by  the  full  Senate  Governmental 
Affairs  Committee.   This  amendment  established  a  procedure  for 
the  House  and  Senate  to  decide  upon  a  select  number  of  programs, 
from  among  those  scheduled  for  termination  in  a  particular 
Congress,  for  in-depth  evaluation  by  the  executive  as  well  as 
the  congressional  branch  (S. Rep. No.  95-326). 

The  Committee  adopted  by  a  7  to  6  vote  a  gutting  amendment 
offered  by  Senator  John  Danforth  (R-Mo.)  to  provide  for  review 
of  tax  expenditures  but  without  the  action-forcing  automatic 
.termination  provision.   The  Committee  then  voted  unanimously  to 
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delete  all  coverage  of  tax  expenditures.   The  business  coitununity 
and  the  congressional  tax  writing  committees  among  others  were 
strongly  opposed  to  the  inclusion  of  tax  expenditures  in  the 
Sunset  bill.   Those  who  supported  applying  Sunset  to  tax  expendi- 
tures, including  Senators  Muskie  and  John  Glenn  (D-Ohio)  felt 
a  review  requirement  would  be  meaningless  without  the  action- 
forcing  mechanism  of  termination.   Senators  Muskie,  Glenn,  Henry 
Jackson  (D-Wash.),  and  Lee  Metcalf  (D-Montana)  pledged  to  offer 
an  amendment  to  restore  coverage  of  tax  expenditures  when  the 
bill  reached  the  Senate  floor. 

S.  2  was  referred  to  the  Senate  Rules  Committee  on  July  20, 
1977.   At  a  hearing  in  September  of  1977,  the  Committee  decided 
to  convene  a  working  group  of  staff  representatives  from  all 
Senate  committees  to  consider  the  legislation  and  make  recommen- 
dations to  the  Committee.   The  staff  report  (Staff  Working  Group 
Report,  Senate  Rules  Committee  Print,  April  19,  1978)  recommended 
an  alternative  approach  which  would  establish  a  mandatory  review 
process  without  a  termination  mechanism.   This  was  rejected  by 
the  Committee  in  favor  of  a  revised  version  of  S.  2  on  June  21, 
1978  (S.  Rept.  No.  95-981).   One  revision,  advocated  by  Common 
Cause,  expanded  the  review  cycle  from  six  to  ten  years  to  ensure 
adequate  time  for  thoughtful  deliberation.   Senators  Mark  Hatfield 
(R-Ore.),  Robert  Griffin  (R-Mich.),  and  Dick  Clark  (D-Iowa) 
submitted  additional  views  arguing  for  coverage  of  tax  expenditures. 

On  October  11,  1978,  the  Senate  passed  S.  2  with  further 
modifications  by  a  vote  of  87  to  1.   As  finally  passed,  S.  2 
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placed  almost  all  federal  programs  on  a  ten-year  termination 
schedule,  established  a  process  for  coordinated  review  of  similar 
programs,  and  provided  for  special  evaluation  of  priority  pro- 
grams. 

The  Senate-passed  bill  was  a  strong,  workable  piece  of 
legislation.   Common  Cause  believes  that  the  bill's  major  flaw 
was  its  failure  to  apply  Sunset  to  tax  expenditures.   During 
Senate  floor  debate  on  the  tax  cut  bill  (The  Revenue  Act  of 
1978) ,  Senator  Glenn  offered  an  amendment  to  apply  Sunset  to 
the  tax  expenditures  in  the  omnibus  bill.   The  Glenn  amendment 
was  the  last  opportunity  to  ensure  some  application  of  Sunset 
to  tax  expenditures,  long  advocated  by  Common  Cause  as  an  essen- 
tial ingredient  to  a  comprehensive  Sunset  process  since  tax 
expenditures  account  for  nearly  twenty-five  percent  of  federal 
spending.*   The  Glenn  amendment  was  tabled  by  a  vote  of  50  to  41. 

The  House  did  not  act  on  the  Senate-passed  Sunset  legisla- 
tion in  1978.   Representatives  Norman  Mineta  (D-Calif.)  and 
James  Blanchard  (D-Mich. )  introduced  Sunset  legislation  similar 
to  Senator  Muskie's  proposal  in  the  House  during  the  last  two 
Congresses.   The  bill  they  introduced  in  the  95th  Congress 
(H.R.  9533)  resembled  S.  2.   An  alternative  proposal  was  intro- 
duced in  1978  by  Representative  Butler  Derrick  (D-S.C.)  with 


*  The  importance  of  coverage  of  tax  expenditures  is  documented  in 
a  May  1978  Common  Cause  study  ("GIMME  SHELTERS:   A  Common  Cause 
Study  of  the  Review  of  Tax  Expenditures  by  the  Congressional  Tax 
Committees").   The  study  found  that  nearly  90%  of  existing  tax 
expenditures  are  permanently  authorized  and  are  given  inadequate 
scrutiny  by  ^he  congressional  tax  writing  committees. 
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over  100  cosponsors.   Derrick's  proposal  (H.R.  10421)  was  developed 
following  Budget  Committee  consideration  of  Sunset  and  zero- 
based  budgeting.   Hearings  were  held  in  June  of  1978  in  the  Rules 
Subcommittee  of  the  House  Rules  Committee,  but  no  further  action 
was  taken. 

Because  of  the  overwhelming  Senate  vote  in  favor  of  Sunset, 
proponents  will  push  for  prompt  congressional  action  in  the  96th 
Congress.   Common  Cause  and  others  will  continue  to  press  for 
coverage  of  tax  expenditures. 

[see  Addendum] 
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ADDENDUM 

Appendix  A  —  State-by-State  Survey  of  Sunset  Activity 

MISSISSIPPI 

In  1978,  the  Legislature  passed  a  Sunset  bill  (S.B.  No.  2310) 
providing  for  the  termination  of  70  agencies  from  1979  to  1982. 
The  Governor  vetoed  the  bill,  arguing  that  existing  legislative 
committees  already  perform  similar  functions  and  that  there 
were  already  too  many  time  demands  on  the  part  time  legislators 
during  the  session. 

In  January  of  1979,  the  Legislature  overrode  the  Governor's 
veto,  making  Mississippi  the  thirtieth  state  to  enact  Sunset 
legislation.   At  the  same  time,  the  Legislature  passed  an 
amendatory  resolution  so  that  the  70  agencies  would  terminate 
from  1980  to  1983. 

The  statute  gives  the  responsibility  for  conducting  Sunset 
reviews  and  holding  public  hearings  to  standing  committees  of  the 
Legislature.   The  committees  may  request  that  the  Joint  Legis- 
lative Committee  on  Performance  Evaluation  and  Expenditure 
Review  gather  information  on  agencies  or  prepare  program  evalu- 
ations.  No  agency  may  be  recreated  for  more  than  eight  years. 
If  an  agency  is  not  recreated  it  has  six  months  to  wind  up 
its  affairs. 

For  further  information  contact:  John  Turcotte,  Director, 
Joint  Legislative  Committee  on  Performance  Evaluation  and 
Expenditure  Review,  1504  Woolfolk  Building,  New  Capitol, 
Jackson,  Mississippi  39205  (601)354-6555. 

WEST  VIRGINIA 

In  1978,  the  Legislature  passed  a  Sunset  bill  providing  for 
the  termination  of  all  of  state  government  by  1983  (S.B.  No.  63 
of  1978).    The  Governor  vetoed  the  legislation  as  overbroad, 
pledging  that  the  executive  branch  would  make  a  thorough  review 
of  the  continued  need  for  state  agencies  and  that  zero-based 
budgeting  techniques  would  be  initiated  in  the  state. 

In  1979,  the  Legislature  passed  a  limited  Sunset  bill  providing 
for  the  immediate  termination  of  7  state  commissions  and  the 
termination  of  26  other  agencies,  commission,  and  boards  from 
1980  to  1984.   Governor  Rockefeller  signed  this  legislation 
(H.B.  825) ,  making   West  Virginia  the  thirty-first  state  to 
enact  a  Sunset  law. 

The  statute  creates  a  special  Joint  Committee  on  Govern- 
ment Operations  to  conduct  fiscal  and  performance  audits  of 
terminated  igencies  and  to  prepare  findings  and  recommendations 
for  the  Let Islature .   The  Committee  is  made  up  of  ten  legis- 
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lators  (five  from  each  house)  and  five  citizens  appointed  by 
the  Governor. 

No  agency  may  be  recreated  for  more  than  6  years .   Any 
agency  terminated  by  the  law  may  continue  in  existence  for 
one  year  to  wind  up  its  affairs. 

For  further  information  contact:  Encil  Bailey,  Legisla- 
tive Auditor,  Room  415,  Main  Unit,  State  Capitol,  Charleston, 
West  Virginia   25305  (304)348-2151. 


WYOMING 

In  1979,  Wyoming  became  the  thirty-second  state  to  enact 
a  Sunset  law  (Chapter  31  of  1979) .   The  law  terminates  11 
agencies  on  July  1  of  1981.   No  agency  may  be  created  for 
more  than  six  years;  any  terminated  agency  has  one  year  to 
wind  up  its  affairs. 

The  statute  creates  a  special  committee  of  not  less 
than  five  legislators  to  supervise  a  management  audit  of 
each  terminated  agency,  to  conduct  public  hearings,  and 
to  make  recommendations  on  agency  continuation  to  the 
Legislature.   The  law  also  appropriates  $75,000  for  the 
Sunset  reviews. 

For  further  information,  contact:  C.  James  Orr,  Assis- 
tant Director,  Audit  Division,  Legislative  Services  Office, 
Room  305,  State  Capitol,  Cheyenne,  Wyoming   82002   (307)777-7881, 


Appendix  G  —  Federal  Action  on  Sunset 

On  January  15,  19  79  Senator  Edmund-  Muskie  (D-Me.)  and 
6  8  cosponsors  introduced  S.2,  the  sunset  bill  passed  by  the 
Senate  in  the  last  Congress.   The  legislation  will  be  considered 
in  the  Senate  Governmental  Affairs  Committee. 

On  January  15,  1979  Representatives  James  Blanchard  (D-Mich.), 
Norman  Mineta  (D-Calif.)  and  Richard  Gephardt  (D-Mo.)  introduced 
H.R.  2  which  is  identical  to  the  Senate  bill  except  that  it  also 
includes  coverage  of  tax  expenditures.   H.R.  2  has  already  been 
cosponsored  by  more  than  140  members. 


329 


OTHER  INVESTIGATIVE  STUDIES 
FROM  COMMON  CAUSE 

HOW  MONEY  TALKS  IN  CONGRESS:  A  Common  Cause  Study  of  the  Impact  of  Money 
on  Congressional  Decision-Making  (October  1978)  (free) 

GIMME  SHELTERS:  A  Common  Cause  Study  of  the  Review  of  Tax  Expenditures  by  the 
Congressional  Tax  Committees  (May  1978)  ($2.(X)) 

THE  POWER  PERSUADERS:  A  Common  Cause  Study  of  What  the  Federal  Lobby  Law 
Does  Not  Reveal  About  Special  Interest  Lobbying  on  the  Carter  Energy  Package  (Febru- 
ary 1978)  ($2.00) 

TOWARD  A  SYSTEM  OF  'FAIR  AND  EFFECTIVE  REPRESENTATION':  A  Common 
Cause  Report  on  State  and  Congressional  Reapportionment  (November  1977)  ($2.00) 

THE  SENATE  RUBBERSTAMP  MACHINE:  A  Common  Cause  Study  of  the  U.S.  Senate's 
Confirmation  Process  (November  1977)  ($2.00) 

SHADOWS  OVER  THE  SUNSHINE  ACT:  A  Common  Cause  Study  of  Federal  Agency 
Compliance  with  the  Government  in  the  Sunshine  Act  of  1976  (September  1977)  ($2.00) 

WITH  ONLY  ONE  EAR:  A  Conunon  Cause  Study  of  Industry  and  Consiuner  Representa- 
tion Before  Federal  Regulatory  Commissions  (August  1977)  ($2.00) 

STACKING  THE  DECK:  A  Case  Study  of  Procedural  Abuses  by  the  Joint  Committee  on 
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SERVING  TWO  MASTERS:  A  Common  Cause  Study  of  Conflicts  of  Interest  in  the  Execu- 
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the  Accountability  (or  lack  thereof)  of  State  Public  Utility  Commissions  (August  1976) 
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These  investigative  studies  are  available  by  writing:  Issue  Mail,  Common  Cause,  2030  M 
Street,  N.W.,  Washington,  D.C.  20036. 
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Summary 

People  want  government  to  work  efficiently  and  effectively. 
They  also  want  it  to  work  within  its  fiscal  limitations.   Since 
the  way  tax  dollars  are  spent  is  important,  the  President's  $500 
billion  FY  79  budget  will  be  closely  examined  in  Congress  in  the 
coming  months. 

There  is  another  $136  billion  of  federal  spending  that  will 
be  largely  overlooked,  however.   It  amounts  to  20%  of  the  total 
that  the  federal  government  is  likely  to  spend  in  the  next  fiscal 
year.   It  was  not  part  of  President  Carter's  budget  and  will  not 
be  appropriated  by  Congress.   It  is  called  the  tax  expenditure 
budget  and  is  made  up  of  tax  credits,  deductions,  and  other  tax 
subsidies. 

Tax  expenditures  are  incentives  provided  through  the  Internal 
Revenue  Code  for  certain  kinds  of  private  activities  or  to  aid  tax- 
payers in  certain  circumstances.   These  incentives  can  take  the 
form  of  tax  credits,  tax  deductions,  exclusions  from  income,  tax 
deferral,  or  special  rates  of  tax.   They  are  the  functional  equiva- 
lent of  direct  spending  programs  in  that  the  money  lost  through 
tax  expenditures  is  not  available  for  other  federal  programs. 
They  are  the  operational  equivalent  of  entitlement  programs  in 
that  persons  and  corporations  that  meet  certain  criteria  automati- 
cally qualify. 

Some  tax  expenditures  are  controversial.   Calling  them  loop- 
holes, their  opponents  raise  arguments  of  costly  ineffectiveness 
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and  inefficiency.   But  there  are  some  tax  expenditures  that  are 
accepted  with  little  or  no  argument.   For  example,  there  are  few, 
if  any,  opponents  to  the  tax-free  status  of  veterans'  pensions  or 
welfare  payments. 

Common  Cause  examined  the  hearing  records  of  the  House 
Ways  and  Means  Committee  and  the  Senate  Finance  Committee,  and  the 
floor  debates  on  tax  bills  considered  during  the  92nd,  93rd,  and 
94th  Congresses.   Our  purpose  was  not  to  make  judgments  on  the 
merits  of  particular  tax  expenditures,  but  rather  to  determine  the 
thoroughness  of  Congressional  oversight  and  evaluation  of  existing 
tax  expenditures  and  to  examine  the  process  by  which  new  tax  expen- 
ditures are  enacted. 

Our  findings  support  the  wisdom  of  the  theory  on  which  many 
interest  groups  have  acted  for  some  time:  getting  a  tax  benefit 
is  better  than  getting  a  grant  or  loan  from  the  government,  be- 
cause once  a  tax  benefit  is  enacted,  there  is  a  minimal  chance  of 
oversight  and  an  even  smaller  chance  that  the  benefit  will  be 
taken  away. 

Nearly  ninety  percent  of  the  itei^fs  in  the^  tax 

expenditure  budget  as  of  January  1,  1978  are  permanent  and  do  not 
have  to  be  reauthorized  periodically.   As  a  result,  oversight 
occurs  at  the  whim  of  the  tax  committees.   If  a  tax  expenditure 
is  by  chance  chosen  for  oversight,  the  bulk  of  the  witnesses  who 
appear  to  testify  on  it  are  those  who  benefit  from  it.   The  tax 
committees  generally  do  not  hear  from  agencies  of  government  which 
are  operating  direct  spending  programs  in  analogous  policy  areas 
to  see  if  the  conditions  which  prompted  the  tax  expenditure  in  the 
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first  place  still  exist.   Nor  do  the  tax  committees  make  any 
attempt  to  determine  from  either  the  agencies  or  the  other  sub- 
stantive committees  of  Congress  that  write  the  programs  if  the 
tax  expenditure  complements  or  conflicts  with  direct  spending 
programs. 

Because  these  programs  are  run  through  the  tax  system,  they 
are  not  subject  to  the  institutional  checks  and  balances  of  Con- 
gress that  apply  to  direct  spending  programs.   They  do  not  require 
the  approval  of  the  Appropriations  Committees   which  means  that 
tax  expenditures  are  not  scrutinized  twice  by  Congress  in  the  same 
way  that  direct  spending  programs  are. 

Given  the  existing  undisciplined  process  of  writing  tax 
laws,  it  is  not  surprising  that  tax  expenditures  are  multiplying 
in  number  and  getting  more  expensive  each  year.   The  tax  expendi- 
ture budget  has  grown  even  faster  than  the  budget  for  direct  out- 
lays over  the  past  decade.   Since  1968,  direct  spending  outlays 
have  increased  by  180%;  the  tax  expenditure  budget  increased  by 
209%. 

In  addition  to  reducing  the  amount  of  revenues  available  to 
the  federal  government  and  either  adding  to  the  deficit  or  freez- 
ing out  money  for  other  worthy  programs,  tax  expenditures  often 
result  in  an  upside-down  welfare  program — the  richer  the  taxpayer, 
the  greater  the  benefit  he,  she,  or  it  receives. 

Findings 

Since  nearly  97%  of  the  dollars  spent  in  the  tax  expenditure 
budget  can  continue  to  be  spent  indefinitely  and  can  even  increase 
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without  any  Congressional  action,  oversight  of  this  budget  is 
especially  important.   We  found  that  neither  the  Senate  Finance 
nor  House  Ways  and  Means  Committee  carries  out  a  systematic  or 
responsible  evaluation  of  tax  expenditures.   Items  in  the  tax 
expenditure  budget  continue  year  after  year  without  either  com- 
mittee determining  that  the  particular  tax  expenditure  is  effec- 
tive, efficient,  or  wise  in  light  of  other  government  priorities. 
Specifically,  we  found  that  during  the  six  year  period  from  1971 
through  1976 — 

— over  $161  billion  was  spent  in  tax  expenditures  without 
a  single  vote  of  approval  or  disapproval  appearing  on 
the  public  record  by  any  member  in  a  tax  committee, 
much  less  any  Member  on  the  House  or  Senate  floor;  and 
• — 38  of  86  tax  expenditures  were  not  addressed  by  a 
single  witness  before  the  Senate  Finance  Committee 
while  the  Ways  and  Means  Committee  did  not  hear  testi- 
mony on  25  tax  expenditures  during  the  same  period. 
In  those  cases  where  hearings  on  certain  tax  expenditures 
were  held,  other  deficiencies  were  apparent.   The  bulk  of  testi- 
mony received  by  the  committees  came  from  witnesses  with  pecuniary 
interests  in  the  continuation  or  expansion  of  the  tax  expenditures 
on  which  they  testified.   A  disproportionate  amount  of  testimony 
was  given  by  trade  associations  and  businesses.   We  found  that 
during  the  six  year  period  from  1971  through  1976 — 

— private  commercial  interests  comprised  65%  of  all 
witnesses  before  the  Senate  Finance  Committee  and 
45%  of  all  the  witnesses  before  the  Ways  and  Means 
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Committee; 
— citizen  groups  represented  4%  of  the  witnesses  before 
the  Senate  Finance  Committee,  and  12%  before  the  Ways 
and  Means  Committee; 
— research  organizations,  academics,  and  other  experts 
accounted  for  10%  of  the  witnesses  before  the  Senate 
FiniH'fel^  Committee,  and  17%  of  the  witnesses  before 
the  V^&yk  and  Means  Committee;  and 
— only  l4  witnesses  before  the  Senate  Finance  Committee 
and  13  witnesses  before  the  Ways  and  Means  Committee 
represented  federal  agencies  other  than  the  Treasury 
Department,  although  these  agencies  are  likely  to  have 
valuable  information  on  the  activities  which  tax  ex- 
penditures affect. 
Although  scores  of  existing  tax  expenditures  were  not  sub- 
ject to  oversight  hearings.  Congress  and  its  tax  committees  did 
not  hesitate  to  create  new  ones.   We  found  that: 

— 16  new  tax  expenditures  were  enacted  between  1971  and 

1976,  and 
— only  2  tax  expenditures  were  repealed,  while  3  more  failed 

to  be  reauthorized. 
Although  16  new  tax  expenditures  were  enacted,  many  had 
been  proposed.   While  the  Ways  and  Means  Committee  proposed  16, 
the  Senate  Finance  Committee,  in  addition  to  approving  10  new  tax 
expenditures  previously  adopted  by  Ways  and  Means,  also  proposed 
another  15  new  tax  expenditures  for  a  total  of  25. 
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We  found  a  sharp  contrast  between  the  Ways  and  Means  Com- 
mittee and  Senate  Finance  Committee  in  the  number  of  times  each 
has  proposed  increasing  or  decreasing  specific  tax  expenditures. 
Between  1971  and  1976,  the  Senate  Finance  Committee  proposed  in- 
creasing specific  tax  expenditures  in  39  instances,  while  it  pro- 
posed decreasing  them  in  only  12;  the  Ways  and  Means  Committee 
proposed  increasing  specific  tax  expenditures  in  27  instances, 
and  decreasing  them  in  27. 

In  the  three  major  tax  bills  enacted  during  1971-1976 — the 
Revenue  Act  of  1971,  the  Tax  Reduction  Act  of  1975,  and  the  Tax 
Reform  Act  of  1976 — we  found  that  in  each  case  the  Senate  Finance 
Committee  version  would  have  increased  tax  expenditures  more  than 
the  bill  as  reported  by  the  Ways  and  Means  Committee.   This  was 
especially  apparent  in  the  Tax  Reform  Act  of  1976,  in  which  rev- 
enue losses  for  FY  77-81  due  to  increases  in  tax  expenditures 
would  have  been  $39.7  billion  in  the  Senate  Finance  Committee 
version  compared  with  $14.4  billion  in  the  Ways  and  Means  Commit- 
tee version. 

The  Senate  Finance  Committee,  in  fact,  turns  out  to  be  one 
of  th(a  biggest  spenders  of  government  tax  dollars.   Senate  floor 
amendments  tend  to  follow  the  "big  government  spending"  lead  pro- 
vided by  the  Senate  Finance  Committee.   Of  43  amendments  offered 
on  the  Senate  floor  in  1971-1976  to  increase  tax  expenditures, 
37 — or  86% — passed.   By  contrast,  of  the  45  amendments  offered  to 
decrease  tax  expenditures,  33 — or  73%--f ailed. 

The  low  public  visibility  of  the  tax  expenditure  budget  is 
a  major  reason  for  Congressional  negligence  in  this  area.   The 
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public  would  never  tolerate  such  blatant  neglect  of  direct  spen- 
ding programs  by  Congress. 

Furthermore,  tax  subsidies  are  thought  by  many — including, 
apparently,  the  Senate  Finance  Committee — to  be  "free".   While 
no  money  is  appropriated  for  them,  they  are  certainly  not  free. 
Tax  dollars  not  collected  because  of  tax  privileges  must  be  made 
up  by  other  taxpayers.   For  example,  if  a  family  requires  $100  a 
week  to  pay  its  bills,  and  one  member  is  not  required  to  contri- 
bute, the  remaining  members  must  contribute  larger  amounts  of 
money  so  that  the  $100  is  collected. 

Congress  and  its  tax  writing  committees  have  done  an  ir- 
responsible job  of  monitoring  the  tax  expenditure  budget.   Mechan- 
isms must  be  put  in  place  that  will  assure  oversight  and  accounta- 
bility.  Currently,  almost  all  of  the  tax  expenditure  budget  is 
permanent.   The  tax  committees  are  under  less  pressure  than  any 
other  Congressional  committees  to  take  their  oversight  responsi- 
bilities seriously. 

And  because  of  the  unique  status  of _tax  legislation,  if  the 
tax  committees  do  not  conduct  oversight,  there  is  no  other  forum 
in  Congress  to  fill  that  void.   Tax  legislation  is  not  subject  to 
the  checks  and  balances  inherent  in  the  two-step  authorization  and 
appropriation  process.   Once  a  tax  expenditure  is  enacted — or 
authorized — the  spending  can  begin  and  can  increase  without  control. 
No  further  action  by  anyone  but  taxpayers  is  necessary. 
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Recommendations 

Our  study  shows  that  the  existing  tax-writing  process  is 
arbitrary  and  undisciplined.   Minimal  oversight  occurs,  and  when 
it  does,  hearings  are  stacked  with  those  who  benefit  by  the  tax  ex- 
penditures.  No  attempt  is  made  to  coordinate  tax  expenditures  with 
other  federal  programs  and  policies.   Three  key  recommendations  re- 
sult from  these  findings. 

First,  tax  expenditures  must  be  subject  to  a  Sunset  process. 
The  study  endorses  the  Glenn-Muskie-Jackson  amendment  to  S,2,  the 
Program  Evaluation  Act  of  1977,  which  would  provide  periodic  term- 
ination of  tax  expenditures  in  order  to  force  Congress  to  evaluate 
and  consider  total  federal  efforts — tax  expenditures  and  direct 
spending  programs- — within  similar  policy  areas. 

Second,  the  tax  committees  must  seek  information  about  tax 
expenditures  from  federal  agencies  operating  direct  spending  pro- 
grams in  analogous  policy  areas.   The  Glenn-Muskie-Jackson  amend- 
ment mandates  this  coordination  by  requiring  the  'appropriate  fed- 
eral agencies  to  comment  on  relevant  tax  expenditures  as  they  come 
up  for  review  by  Congress. 

Third,  the  Appropriations  Committees  and  standing  comm.ittees 
of  the  House  and  Senate  with  jurisdiction  over  direct  spending 
programs  should  also  review  tax  expenditures  affecting  their  pro- 
gram areas,   S.Res.  326,  introduced  by  Senator  Edward  Kennedy, 
would  help  make  the  tax-writing  process  more  rational  by  requiring 
tax  expenditure  legislation  reported  from  the  Senate  Finance  Com- 
mittee to  be  referred  to  the  standing  committees  with  jurisdiction 
over  analogous  spending  programs  and  the  Senate  Appropriations 
Committees . 


340 


I .  Background 

Most  Americans  think  of  the  Internal  Revenue  Code  as  the 
government's  money-raiser.   Equally  important,  but  understood  by 
far  fewer  people,  is  that  the  Code  also  spends  money  by  providing 
incentives  for  certain  kinds  of  private  activities  and  to  aid  tax- 
payers in  certain  circumstances.   These  incentives,  whether  in  the 
form  of  deductions,  tax  credits,  or  tax  deferral,  are  called  tax 
expenditures  in  the  budget  parlance  of  official  Washington. 

The  Office  of  Management  and  Budget  wrote  in  its  special 
analysis  of  the  fiscal  year  1979  (FY  79)  tax  expenditure  budget: 
"Tax  expenditures  are  one  means  by  which  the  federal  government 
pursues  public  policy  objectives  and,  in  most  cases,  can  be  viewed 
as  alternatives  to  budget  outlays,  credit  assistance  or  other  policy 
instruments."   Tax  expenditures  are  thus  the  functional  equivalent 
of  direct  spending  programs — they  result  in  less  money  available 
to  the  government.   Even  Senator  Russell  Long  (D.-La.),  Chairman 
of  the  Senate  Finance  Committee,  agrees  that  the  term  "tax  expen- 
ditures" is  accurate:  "  ...  That  label  doesn't  bother  me,"  he  has 
said.   "I've  always  known  that  what  we're  doing  was  giving  govern- 
ment money  away." 

Definition  and  Identification  of  Tax  Expenditures 

Operationally,  tax  expenditures  are  the  equivalent  of  en- 
titlement programs,  such  as  Social  Security:  once  eligibility  is 
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established,  the  benefit  is  automatically  available. 

Section  3(a)(3)  of  the  Congressional  Budget  and  Impoundment 
Control  Act  of  1974  (P. L. 93-344)  defines  tax  expenditures  as: 

. . .  those  revenue  losses  attributable  to  provisions 
of  the  Federal  tax  laws  which  allow  a  special  exclu- 
sion, exemption,  or  deduction  from  gross  income  or 
which  provide  a  special  credit,  a  preferential  rate 
of  tax,  or  a  deferral  of  tax  liability;  ... 

(31  U.S.C. 1302(a)  (3)) 

Tax  expenditures  are  one  of  several  policy  tools  available 
to  the  government.   Grants,  subsidies,  loans,  regulations,  and 
statutory  prohibitions  are  also  commonly  used.   Direct  loans  and 
subsidies  are  highly  visible.   Tax  expenditures,  on  the  other  hand, 
are  less  visible,  except  to  their  beneficiaries. 

One  of  the  many  reasons  for  the  low  visibility  of  tax  expen- 
ditures is  that  the  federal  government  has  only  recently  acknowl- 
edged them.   The  government's  first  tax  expenditures  budget  was 
made  public  less  than  ten  years  ago,  in  January  1969. 

The  Congressional  Budget  and  Impoundment  Control  Act  of  1974 
required  the  executive  branch  for  the  first  time  to  publish  an 
annual  tax  expenditures  budget  beginning  with  FY  77.   The  Ford 
Administration  initiated  the  practice  one  year  earlier,  including 
it  within  the  FY  76  budget. 

With  a  few  notable  exceptions,  there  has  been  general  agree- 
ment on  which  provisions  of  the  tax  laws  are  tax  expenditures. 

Generally,  they  are  those  provisions  which  purposefully  depart 

1/ 
from  normal  tax  accounting  principles. 


1/  For  a  more  detailed  background  on  tax  expenditures,  see  U.S. 
Senate,  Committee  on  the  Budget,  "Tax  Expenditures,  Compendium  of 
Background  Material  on  Individual  Provisions",  March  17,  1976. 
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The  staff  of  the  Joint  Committee  on  Internal  Revenue  Taxa- 
tion identified  86  tax  expenditures  in  its  May  1977  report  to  the 
Ways  and  Means  and  Finance  Committees  (see  Appendix  A  beginning  en 
oaqe  62  ) .   For  FY  78,  the  Committee  staff  estimated  that  almost 
$125  billion  would  be  spent  through  the  tax  system.   Of  that 
amount,  23%  would  be  spent  on  corporations  and  77%  on  inaiviauals . 

The  budget  presented  by  President  Carter  for  FY  79  calls  for 
$136  billion  to  be  spent  through  the  tax  code — $102  billion,  or 
75%,  on  individuals,  and  $34  billion,  or  25%,  on  corporations. 

Sources  and  Types  of  Tax  Expenditures 

Although  the  vast  majority  of  tax  expenditures  are  author- 
ized by  statute,  some  significant  tax  expenditures  result  from 
agency  action  only.   For  example,  the  exemptions  for  Social  Security 
benefits,  unemployment  compensation,  and  welfare  payments  derive 
from  rulings  of  the  Internal  Revenue  Service  (IRS) ,  and  have  never 
been  enacted  into  law. 

Tax  expenditures  can  be  enacted  temporarily  or  on  a  perman- 
ent basis.   The  Tax  Reform  Act  of  1969,  for  example,  authorized 
four  new  rapid  amortization  provisions  through  1974.   The  purpose 
of  the  cut-off  date  was  to  force  Congress  to  evaluate  these  pro- 
visions at  the  end  of  a  reasonable  trial  period. 

Most  tax  expenditures  are  permanent,  however.   Repeal  would 
require  an  affirmative  act  by  Congress;  they  could  not  simply  lapse 
on  a  certain  date  without  any  Congressional  action  as  do  approxi- 
mately half  of  the  federal  spending  programs.   As  of  January  1, 
1977,  only  10  of  86  tax  expenditures  had  limited  authorization 
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1/ 
periods.    In  dollar  figures,  these  temporary  tax  expenditures 

represented  only  1.5%  of  the  FY  77  tax  expenditure  budget. 

Purpose  of  Tax  Expenditures 

Underlying  the  tax  expenditure  system  is  the  notion  that 
certain  kinds  of  behavior,  particularly  economic  behavior,  are 
desirable,  and  that  without  incentives  that  behavior  would  be  less 
likely  to  occur.   The  investment  tax  credit,  for  example,  is 
thought  to  encourage  businesses  to  purchase  machinery  and  equip- 
ment, which  will  in  turn  increase  the  efficiency  of  their  opera- 
tions and  create  jobs.   In  fact,  when  the  Nixon  Administration 
proposed  re-enactment  of  the  credit  in  1971,  it  called  its  pro- 
posal the  Job  Development  Credit. 

Similarly,  the  deduction  for  mortgage  interest  on  owner- 
occupied  homes  is  designed  to  encourage  home-ownership. 

Energy  bills  which  have  been  considered  by  the  tax  commit- 
tees in  the  past  few  years  provide  graphic  illustrations  of  how 
the  tax  code  can  be  used  to  encourage  certain  kinds  of  behavior. 
Incentives  for  home  insulation,  incentives  for  purchases  of  solar 
energy  equipment,  incentives  for  the  development  of  geothermal 
energy — these  are  but  a  few  of  the  "carrots"  that  were  considered. 

As  an  alternative.  Congress  could  have — and  did — consider 
direct  payments  to  families  for  home  insulation  and  grants  for 


1/  Exclusion  for  prepaid  legal  services,  credit  for  purchase  of  new 
homes,  5  year  amortization-housing  rehabilitation,  ESOPs,  WIN 
credit,  earned  income  credit  (refundable  and  nonrefundable  portions)  , 
5  year  amortization-child  care  facilities,  tax  incentives  for  the 
preservation  of  historic  structures,  and  expensing  of  removal  of 
barriers  to  the  handicapped.   As  of  January  1,  1978,  9  of  85  tax 
expenditures  have  limited  authorization  periods. 
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the  development  of  solar  energy.   Significantly,  the  direct- 
spending  programs  and  the  tax  expenditures  were  considered  by 
separate  committees  at  different  times. 

According  to  proponents  of  tax  expenditures,  spending  through 
the  tax  code  is  more  efficient  than  direct  outlays.   No  bureau- 
cracy is  created;  no  red  tape  or  government  forms  are  required. 
However,  since  Congress  has  no  control  over  who  will  take  advantage 
of  tax  expenditures  and  conducts  minimal  oversight  of  them  once 
enacted.  Congress  rarely  knows  if  they  are  serving  their  purpose. 
To  the  extent  that  tax  expenditures  do  not,  while  the  money  may 
flow  efficiently,  the  money  spent  is  an  inefficient  solution  to 
particular  problems. 

Further,  while  no  new  bureaucracy  may  be  created,  the  Inter- 
nal Revenue  Service  may  have  to  devote  substantial  resources  to 
auditing  compliance,  according  to  opponents  of  tax  expenditures. 
For  example,  IRS  has  estimated  that  administration  of  the  capital 
gains  tax  requires  roughly  21  million  staff-hours  annually.   (Sen- 
ate Committee  on  Appropriations,  Subcommittee  on  Postal  Service 
and  General  Government,  Hearings  on  Taxpayer  Assistance  and  Compli- 
ance Programs,  1973,  p. 791.)   President  Carter's  FY  79  budget 
calls  for  more  than  a  200%  increase  in  funding  for  IRS  internal 
audit  and  security  "to  carry  out  the  provisions  of  the  President's 
proposed  energy  legislation,"  which  includes  a  number  of  new  tax 
provisions. 

The  efficiency  argument  also  overlooks  special  demands  that 
may  be  placed  on  IRS  employees  by  certain  kinds  of  tax  expenditures. 
This  is  particularly  true  where  certain  technological  standards 


345 


must  be  met  in  order  to  be  eligible  for  a  tax  preference. 

An  argument  frequently  raised  against  tax  expenditures  is 
that  they  reward  their  beneficiaries  for  doing  what  they  would 
have  done  anyway.   For  example,  Lee  Morgan,  President  of  Cater- 
pillar Tractor  Company,  testified  that  while  his  company  did  bene- 
fit from  DISC,  he  "was  not  really  sure  that  we  did  anything  extra 
in  order  to  generate  additional  exports,  so  that  I  suspect  that 
...  not  much  has  happened,  at  least  at  our  company,  in  order  to 
earn  the  tax  deferral  that  has  come  from  DISC. "   (Hearings  before 
Ways  and  Means  Committee  on  General  Tax  Reform,  July  21,  1975, 
p.  1950.) 

Differences  Between  Direct  Spending  and  Tax  Expenditures 

Using  home  insulation  as  an  example,  two  significant  differ- 
ences between  a  direct  spending  program  and  a  tax  expenditure  can 
be  identified.   First,  in  direct  spending  programs  Congress  usually 
targets  grants  to  certain  individuals  by  spelling  out  who  shall  be 
eligible.   Eligibility  is  generally  defined  by  income  limitations. 
Congress  could  decide,  for  example,  that  only  lower-income  indi- 
viduals should  be  eligible  for  the  insulation  grants,  since  higher 
income  families  could  afford  to  insulate  their  homes. 

Although  Congress  could  set  similar  eligibility  requirements 
for  tax  expenditures,  it  usually  does  not.   For  example,  the  tax 
credit  for  home  insulation  that  was  proposed  had  no  eligibility 
requirements,  other  than  the  prerequisite  of  having  paid  some  fed- 
eral taxes.   That  ruled  out  the  lowest  income  group  which  does 
not  pay  federal  income  tax.   As  a  result,  it  made  no  difference 
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whether  the  individual  claiming  the  deduction  was  a  millionaire 
who  could  easily  afford  to  insulate  his  home  without  any  assis- 
tance from  the  government,  or  an  hourly  worker  earning  $7,000  a 
year  who  could  not  afford  the  capital  outlay  without  assistance. 
Unlike  direct  spending  programs.  Congress  normally  exercises  lit- 
tle control  over  which  individuals  can  take  advantage  of  a  tax 
benefit,  and  has  no  control  over  who  will. 

The  second  difference  is  that  by  authorizing  grants,  Congress 
controls  how  much  is  spent  by  the  government.   V/ith  a  tax  credit, 
by  contrast,  it  is  the  taxpayers  who  decide  how  much  will  be 
"spent"  on  home  insulation  or  whatever  the  tax  expenditure  provides 
for  by  the  extent  to  which  they  alter  their  behavior  to  take  advan- 
tage of  the  tax  benefit. 

Magnitude  of  Tax  Expenditures 

The  tax  expenditure  budget  is  growing  at  a  faster  rate  than 
the  budget  for  direct  outlays.   In  1968,  direct  outlays  were  $178 
billion.   Tax  expenditures  totalled  $44  billion.   The  budget  Pres- 
ident Carter  submitted  in  January  calls  for  direct  outlays  of  just 
over  $500  billion;  $136  billion  would  be  spent  through  tax  expendi- 
tures.  Since  1968  the  percentage  increase  in  direct  outlays  has 
been  180%;  the  tax  expenditure  budget  increased  by  209%. 

Tax  expenditures  as  a  percentage  of  direct  outlays  are  also 
increasing.   In  1978,  tax  expenditures  equalled  24.7%  of  direct 
spending;  President  Carter's  FY  79  budget  estimates  for  tax  exDen- 
ditures  represents  27%  of  his  direct  spending  budget. 
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THE  TAX  EXPENDITURE  BUDGET 


In  Billions 
of  Dollars 

170 


1168.7  billion 


(Estimates  based  on  studies  compiled  by  the  Treasury  Department  and  the 
Joint  Committee  on  Internal  Revenue  Taxation) 
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Benef iciaries  of  Tax  Expenditures 

Rep.  Charles  Vanik's  (D.-Oh.)  released  his  latest  annual 

1/ 
corporate  tax  study  in  January  1978.     In  a  survey  of  168  com- 
panies, he  found  that  the  U.S.  net  tax  liability  on  worldwide 
income  for  17  major  companies  was  zero,  although  those  companies 

had  a  combined  total  worldwide  net  income  of  more  than  $2.5  bil- 

2/ 
lion. 

Profitability  of  corporations  appeared  not  always  to  be  a 
factor  in  determining  net  tax  liability,  according  to  the  Vanik 
study.   Atlantic  Richfield 's  U.S.  income  before  tax  was 
$710,392,000  in  1976.   Its  effective  tax  rate  on  that  income  was 
15.5%.   By  comparison.  Continental  Oil  made  less  money, 
$554,068,00  in  U.S.  before-tax  income,  and  paid  taxes  at  a  higher 
rate:  33.4%. 

What  is  important  in  determining  net  tax  liability  is  the 
extent  to  which  a  corporation  can  reduce  its  tax  bill  by  taking 
advantage  of  tax  credits,  deductions,  and  tax  deferrals.   And  tax 
expenditures  (other  than  in  the  form  of  tax  credits)  often  result 
in  an  upside-down  welfare  program:  the  richer  the  taxpayer,  the 
greater  the  benefit  he,  she,  or  it  receives. 


1/  "Study  of  the  Effective  1976  Income  Tax  Rates  of  Selected  Large 
Corporations",  printed  in  Cong.  Rec. ,  January  26,  1978,  E168-E176. 

2/  This  does  not  mean  that  the  17  companies  escaped  taxes  alto- 
gether.  The  foreign  tax  credit,  following  ordinary  accounting 
principles,  permits  corporations  to  credit  taxes  paid  to  foreign 
governments  on  their  foreign  operations  against  their  U.S.  tax 
liability. 
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Congressional  Process 

Unlike  direct  spending  programs,  money  for  which  is  author- 
ized and  appropriated  in  a  two-step  process,  tax  expenditures 
are  merely  authorized.   That  has  two  significant  consequences. 

First,  it  means  that  only  two  committees.  House  Ways  and 
Means  and  Senate  Finance,  examine  tax  expenditures.   Direct  spend- 
ing programs  are  examined  by  at  least  four  committees--the  author- 
izing committees  in  each  House  and  the  House  and  Senate  Appropri- 
ations Committees. 

Second,  it  means  that  each  tax  expenditure  need  not  be  re- 
viewed annually,  as  virtually  all  direct  spending  programs  are  by 
the  Appropriations  Committees. 

The  lack  of  review  is  especially  apparent  when  existing  tax 
expenditures  are  liberalized  or  new  tax  expenditures  are  added 
by  floor  amendments,  and  even  the  tax  committees  have  not  had  an 
opportunity  to  review  them  at  the  committee  level.   In  many  cases, 
revenue  estimates  are  not  provided  during  debate.   Rarely  is 
there  any  discussion  of  whether  a  direct  spending  program  would 
be  either  more  equitable  or  more  efficient  than  a  tax  expenditure. 
The  Treasury  Department  generally  has  not  had  an  opportunity  to 
prepare  detailed  comments  on  or  evaluations  of  floor  amendments. 
No  attempt  is  made  to  assess  the  amendment's  impact  on  tax  progres- 
sivity. 

Whether  a  tax  expenditure  originates  in  committee  or  by 
floor  amendment,  proponents  have  made  little  or  no  effort  to  inte- 
grate its  intended  effect  with  direct  spending  programs  in  the 
same  substantive  area. 
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II.  Method  of  Study 

The  purpose  of  this  study  was  to  determine  the  thoroughness 
of  Congressional  oversight  of  tax  expenditures.  The  study  covers 
two  steps  of  the  oversight  process — committee  hearings  and  action 
in  committees  and  on  the  floor. 

The  first  part  of  the  study  reviews  hearings  on  tax  legis- 
lation.  In  order  to  determine  whether  and  how  often  existing  tax 
expenditures  have  been  reviewed  by  Congressional  tax  committees, 
relevant  hearings  conducted  by  the  House  Ways  and  Means  Committee 
and  Senate  Finance  Committee  during  the  92nd,  93rd,  and  94th 
Congresses  were  examined.   In  addition  to  hearings  on  major  tax 
legislation,  we  also  reviewed  hearings  which,  according  to  the 
committee  press  release  announcing  the  hearings,  were  intended  to 
review  existing  tax  expenditures  or  the  need  for  new  tax  expendi- 
tures.  The  study  covers  82  days  of  hearings  held  by  the  Senate 
Finance  Committee  and  111  days  of  hearings  by  the  House  Ways  and 
Means  Committee  over  the  six  year  period  (see  Appendix  B  beginning 
on  page  64  for  a  list  of  hearings) . 

As  part  of  the  review,  each  witness  appearing  before  the 
committees  was  listed  and  each  tax  expenditure  addressed  by  that 
witness  noted.   Witnesses  were  then  assigned  to  one  of  nine  groups: 
Administration  (noted  by  agency  and  title) ;  trade  associations 
(including  business  and  professional  associations);  individual 
businesses;  labor  unions;  research  organizations,  academics  and 
experts;  citizen  groups  (such  as  the  Tax  Reform  Research  Group, 
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Coitvmon  Cause,  and  American  Association  of  Retired  Persons); 
representatives  of  state  and  local  governments;  Members  of 
Congress;  and  private  citizens  appearing  on  their  own  behalf. 
We  then  noted  how  often  specific  tax  expenditures  were  addressed 
and  by  what  type  of  interest  group. 

Our  study  of  hearings  is  based  on  the  oral  testimony  given 
by  witnesses  to  the  committees :  tax  expenditures  which  might 
have  been  addressed  in  the  written  statements  submitted,  but 
which  were  not  mentioned  in  the  oral  testimony,  were  not  part  of 
this  study.   This  purposeful  limitation  of  our  review  parallels 
the  limitation  placed  on  witnesses  by  each  committee.   Rules  of 
both  tax  committees  require  witnesses  to  submit  written  statements 
and  summarize  their  statements  orally  in  usually  ten  minutes  or 
less.   Statements  which  were  submitted  for  the  record,  where  the 
individual  submitting  the  statement  did  not  appear  before  the 
committee,  were  similarly  not  included. 

The  amount  of  time  devoted  to  or  depth  of  analysis  of  a 
particular  tax  expenditure  by  each  witness  was  not  quantified. 
As  a  result,  one  witness  could  have  devoted  his  or  her  entire 
testimony  to  one  tax  expenditure,  while  another  could  have  men- 
tioned in  passing  five  or  six. 

The  second  part  of  the  study  reviews  tax  legislation  acted 
upon  by  each  committee  and  by  the  House  and  Senate  during  the  same 
period.   By  examining  committee  reports  and  floor  debates,  votes 
to  continue,  modify,  or  repeal  specific  tax  expenditures  were 
identified. 

First,  we  examined  the  recorded  votes  held  in  the  Ways  and 
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Means  Committee.   We  were  unable  to  conduct  a  similar  review  of 
Senate  Finance  Committee  action  since  the  committee  denied  us 
access  to  the  minutes  of  and  notes  on  the  committee's  mark-up 
sessions. 

We  then  reviewed  committee  reports /  which  permitted  us  to 
indentify  proposals  to  continue,  modify,  repeal,  or  add  tax  expen- 
ditures which  carried  in  committee. 

As  a  result,  this  study  does  not  include  voice  votes  held  in 
the  Ways  and  Means  Committee  on  proposals  which  failed  in  committee, 
nor  any  votes  Cvoice  or  recorded)  on  proposals  which  failed  in  the 
Senate  Finance  Committee,  since  these  votes  do  not  appear  on  the 
public  record. 

All  votes  by  committees,  with  the  li.mitation  noted  above, 
were  identified,  even  if  the  particular  bill  was  not  given  further 
consideration  by  the  House  or  Senate  after  it  was  reported  from 
committee.   All  votes  on  the  House  and  Senate  floors  on  existing 
tax  expenditures  were  identified. 

This  examination  of  the  record  also  enabled  us  to  identify 
new  tax  expenditures  which  v/ere  enacted  in  that  six-year  period 
and  the  source,  i.e..  Ways  and  Means,  Finance,  Senate  or  House 
floor. 

Proposals  which  were  voted  upon,  and  the  results,  were 
categorized  according  to  estimates  of  revenue  consequences:  re- 
pealed, liberalized  (increased  tax  expenditures  so  decreased 
revenue) ,  tightened  (decreased  tax  expenditures  so  increased 
revenues) ,  or  technically  amended.   A  technical  amendment  is  one 
in  which  the  revenue  loss  or  gain  in  $5  million  or  less  on  an  an- 
nual basis. 
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Finally,  by  reviewing  hearings,  and  then  votes  on  proposals, 
we  determined  whether  modifications  of  existing  tax  expenditures 
were  consistent  with  the  testimony  of  any  witnesses  before  the 
committees  and  what  kinds  of  interests  those  witnesses  represented. 

For  purposes  of  this  study,  the  list  of  86  tax  expenditures 
identified  by  the  Joint  Committee  on  Internal  Revenue  Taxation  in 
its  May  1977  report  was  used,  with  some  modifications  (see  Appen- 
dix C,  beginning  on  page  66,  for  explanation).  As  a  result  of 
these  modifications,  the  total  number  of  tax  expenditures  used  in 
this  study  for  statistical  purposes  is  81. 
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III.  Findings 

Hearings 

Congressional  hearings  are  theoretically  fact-finding  exer- 
cises conducted  to  evaluate  existing  law,  known  as  oversight 
hearings,  or  to  gather  information  on  problems  which  existing 
law  does  not  remedy,  called  legislative  hearings.   Although  Mem- 
bers of  Congress  are  obviously  not  bound  to  an  administrative  law 
standard  of  making  decisions  based  upon  a  public  record,  hearings 
do  produce  the  public  record  upon  which  judgments  made  by  commit- 
tee members  are  presumably  based. 

Major  tax  reform  hearings  are  usually  held  in  response  to 
tax  legislation  proposed  by  the  executive  branch.   The  committees 
may  decide  to  expand  the  scope  of  the  hearings  to  include  other 
tax  provisions  as  well. 

The  general  tax  reform  hearings  held  by  the  House  Ways  and 
Means  Committee  in  the  93rd  Congress  were  an  exception  to  this 
rule.   According  to  the  press  release  issued  by  the  committee, 
witnesses  were  invited  to  testify  on  any  and  "all  areas  of  the 
Internal  Revenue  Code." 

Hearings  held  by  the  Senate  Finance  Committee,  by  contrast, 
have  not  attempted  any  comprehensive  review  of  our  tax  laws.   As 
a  general  rule,  major  tax  reform  hearings  held  by  the  Senate  com- 
mittee have  been  limited  to  testimony  on  tax  legislation  as  it 
has  passed  the  House.   The  committee  and  its  subcommittees  have 
also  displayed  an  affinity  for  hearings  on  energy. 

One  reason  for  the  more  limited  scope  of  the  Senate  hearings 
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may  be  Article  I,  section  7  of  the  Constitution,  which  provides 
that  legislation  to  raise  revenue  shall  originate  in  the  House. 
The  consequence  is  that  the  Senate  Finance  Committee  has  become 
the  court  of  appeals  for  those  who  feel  they  have  been  badly 
treated  by  decisions  of  the  House  and  its  Ways  and  Means  Committee. 

We  reviewed  82  days  of  hearings  by  the  Senate  Finance  Com- 
mittee and  111  days  of  hearings  by  the  Ways  and  Means  Committee 
(see  Chart  1) . 


CHART  1 
TAX  OVERSIGHT  HEARINGS,  1971-1976 


Ways  and  Means 

92nd  Congress 

1971 

7 

1972 

15 

93rd  Congress 

1973 

41 

1974 

5 

94th  Congress 

1976 

31(1) 

1976 

12 

Senate  Finance 


9 
0 

6(5)» 
18(12) 

23(11) 
26(2) 


TOTAL  111(1)  82(30) 


•Numbers  in  parentheses  represent  the  number  of  days  of 
hearings  held  at  the  Subcommittee  level. 
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We  found  that  neither  committee  compiled  an  acceptable  record  of 
oversight  of  existing  tax  provisions.  Seventy-three  billion  dol- 
lars was  spent  between  1971  and  1976  on  tax  expenditures  on  which 
no  witnesses  testified  before  either  the  Ways  and  Means  Committee 
or  Senate  Finance  Committee  during  the  same  period  (see  Chart  2). 
In  FY  78,  these  same  tax  expenditures  cost  $18  billion. 

While  the  V7ays  and  Means  Committee  hearings  theoretically 
covered  all  provisions  of  the  Code,  including  all  tax  expenditures, 
we  found  that  25  tax  expenditures  were  not  addressed  by  a  single 
witness  during  the  six-year  period  (see  Chart  2a  in  Appendix  D 
on  page  67 ) .   The  committee  heard  from  three  or  fewer  witnesses 
over  the  course  of  six  years  on  another  19  (see  Chart  2b  in  Appen- 
dix D  on  page  68).   More  than  half  of  the  existing  tax  expendi- 
tures, then,  were  given  little  or  no  attention  in  Congressional 
oversight  hearings. 

The  record  of  the  Senate  Finance  Committee  was  even  worse. 
Thirty-eight  tax  expenditures  were  not  mentioned  in  a  single  hear- 
ing (see  Chart  2c  in  Appendix  D  on  page  69  )  and  another  17  by 
only  three  or  fewer  witnesses  over  six  years  (see  Chart  2d  in 
Appendix  D  on  page  70  )  . 

The  dollar  figures  associated  with  these  unexamined  tax 
expenditures  are  enormous.   The  Ways  and  Means  Committee  allowed 
$39.5  billion  to  be  spent  through  the  tax  code  each  year  (using 
FY  78  figures) ,  after  hearing  little  or  no  testimony  that  would 
enable  it  to  determine  whether  or  not  that  money  was  well  spent. 
For  purposes  of  comparison,  that  is  tantamount  to  allowing  the 
Departments  of  Labor,  Interior,  Justice,  and  Transportation  to 
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CHART2 

TAX  EXPENDITURES  ON  WHICH  NO  WITNESSES  TESTIFIED 

BEFORE  EITHER  THE  HOUSE  WAYS  AND  MEANS  COMMITTEE 

OR  THE  SENATE  FINANCE  COMMITTEE,  19711976 

Jlevenue  loss 

1971-1976 

(in  miUions)* 


1.  Deductibility  of  interest  on  consumer  credit 

2.  Tax  incentives  for  preservation  of  historic  structures 

3.  Exclusion  of  scholarship  and  fellowship  income 

4.  Parental  personal  exemption  for  students  19  and  older 

5.  Deduction  for  eliminating  barriers  to  the  hEuidicapped 

6.  Exclusion  of  employee  meals  and  lodging 

7.  Exclusion  of  employer  contributions  for  medical  insurance 

8.  Exclusion  of  railroad  retirement  benefits 

9.  Exclusion  of  workmen's  compensation  benefits 

10.  Exclusion  of  special  benefits  for  disabled  coal  miners 

11.  Exclusion  of  premiums  on  accident  and  disability  insiirance 

12.  Exclusion  of  capital  gains  on  home  sales  (for  persons  65  and  older) 

13.  Additional  exemption  for  the  elderly 

14.  Exclusion  of  interest  on  life  insurance  savings 

15 .  Exclusion  of  unemployment  benefits 

16.  Exclusion  of  income  of  trusts  to  finemce  SUB  benefits 

17.  Exclusion  of  public  assistance  benefits 

18.  Credits  and  deductions  for  political  contributions 

19.  Deferral  of  interest  on  savings  bonds 

20.  Exclusion  of  benefits  to  Armed  Forces  personnel 

21 .  Exclusion  of  veterans  pensions 

22 .  Exclusion  of  GI  bill  benefits 


$15,520 

a 

1,030 

3,885 

a 

1,080 

18,550 

b 

2,995 

510 

255 

30<: 

3,600^ 

9,100 

11.325 

30 

470 

145 

d 

3,950 

90^ 

795  <= 


Source:  Department  of  the  Treasury 


TOTAL 


$73,360 


^Enacted  as  part  of  the  Tax  Reform  Act  of  1976. 
^Revenue  loss  for  FY77  estimated  to  be  $200  million. 
^Includes  1974-1976  only. 
''Revenue  loss  for  FY77  estimated  to  be  $565  million. 
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operate  for  six  vears  without  ever  questioning  any  activity 
carried  on  by  tbose  departments. 

The  ,.!^^ate  Finance  Committee  allowed  even  more  money  to  be 
spen>^^63.6  billion  per  year.   To  the  Departments  of  Labor,  In- 
^rior.  Justice, and  Transportation,  add  the  Agriculture  Department, 
Commerce  Department,  State  Department,  and  NASA. 

The  public  would  not  tolerate  such  blatant  neglect  by  Congress 
of  direct  spending  programs.   Unfortunately,  neither  the  public 
nor  Congress  is  as  sensitive  to  the  invisible  spending  of  the  tax 
expenditure  budget. 

The  five  most  frequently  addressed  tax  expenditures  before 
the  Ways  and  Means  Committee  were:  investment  credit  (174  witnesses), 
capital  gains  (109),  asset  depreciation  range  (90),  DISC  (68),  and 
the  exclusion  of  pension  contributions  to  and  earnings  of  self- 
employed  plans  (60).   Before  the  Senate  Finance  Committee,  the 
order  was:  investment  credit  (159),  asset  depreciation  range  (82), 
excess  of  percentage  over  cost  depletion  (77)  ,  DISC  (59)  ,  and 
capital  gains  (42) . 

Witnesses 

The  bulk  of  the  information  the  committees  received  on  these 
and  other  tax  expenditures  was  provided  by  individuals  and  groups 
which  had  a  pecuniary  interest  in  their  continuation  or  expansion. 
Private  commercial  interests  comprised  45%  of  all  witnesses  before 
the  Ways  and  Means  Committee  and  65%  of  the  witnesses  before  the 
Senate  Finance  Committee  during  the  six  years  examined  (see  Charts 
3  and  4) . 
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CHART4a 

NUMBERS  OF  INTEREST  GROUPS  REPRESENTED 

BY  WITNESSES  BEFORE  THE  HOUSE  WAYS  AND  MEANS  COMMITTEE 

1971-1976,  BY  SPECIFIC  TAX  EXPENDITURE 


5 
34 
29 

4 
2 
1 


19 

6 
9 
1 
2 


9 
12 


4 

1  3 
4  13  4 
1      13 

1  4 
1 
2 


8 
10 
1 
4 
6 


Exclusion  of  benefits  and  allowances  to  Armed  Forces 

personnel 

Exclusion  of  military  disability  pensions 

Exclusion  of  income  earned  abroad  by  U.S.  citizens 

Deferral  of  income  of  DISCs 2 

Deferral  of  income  of  controlled  foreign  corporations 1 

Special  rate  for  Western  Hemisphere  Trade  Corporations  ... 

Capital  gains  treatment  of  certain  timber  income 

Exclusion  of  interest  on  pollution  control  bonds 1 

Exclusion  of  payments  in  aid  of  water  and  sewage  utilities         

construction 

5-year  amortization  of  pollution  control  facilities 1 

Expensing  of  exploration  and  development  costs 

Excess  of  percentage  over  cost  depletion 2 

Capital  gains  treatment  of  royalties  on  coal  and  iron  ore  .... 
Capital  gains  treatment  of  certain  ordinary  farm  income  .... 
Expensing  of  certain  capital  outlays  in  farming 

Deductibility  of  noncash  patronage  dividends  of  farm 

cooperatives 

Exemption  of  credit  union  income ^ . 

Excess  bad  debt  reserves  of  financial  institutions 

Mortgage  interest  deduction  on  owner-occupied  homes  ....     1 
Property  tax  deduction  on  owner-occupied  homes 2 

Consumer  credit  interest  deduction 

Credit  for  purchase  of  new  homes 2~ 

Deferral  of  capital  gains  on  home  sales    -~ 

Dividend  Exclusion 2 

Corporate  surtax  exemption   

Capital  gains  (not  farming,  timber,  iron  ore,  coal) 4 

Capital  gains  at  death X 

Depreciation  on  buildings 1 

Expensing  of  research  and  development  expenditures 

Exclusion  of  interest  on  industrial  development  bonds 1 

Excess  first-year  depreciation 

Expensing  of  construction  period  interest  and  taxes 

Investment  tax  credit  (ITC) 7 

Asset  depreciation  range  (ADR) 4 

5-year  amortization  of  railroad  rolling  stock 


—I       r 
3 

10 

37      20 
19        2 


1 


1  .        .        .        . 

4  -        -        3        - 

4      89  23        7      26        7 

1      47  12        4      14        4 

3  6-2- 


10 
4 


4 

9 
68 
53 

11 
3 
6 


24 

24 

44 

2 

6 

9 


2 

8 
10 


24      14        1        2        2    109 

17        6  1        3      48 

8        2        -        -        -      20 

2 

2        1-8 


1 

7 

174 

90 

11 


-^ 
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CHART  4a  CONTINUED 


Deductibility  of  nonbusiness  State  gasoline  taxes 1  -        -  -        -        -        -        -        -        -        1 

Deferral  of  tax  on  shipping  companies 1  -       8  2       1        1        1        ---14 

5-year  amortization  for  housing  rehabilitation _■_  " ^  2-31        -        -        -12 

Tax  incentives  for  preservation  of  historic  structures _■:_.  - -_i  -------- 

Exclusion  of  scholarship  and  fellowship  income 

Parental  personal  exemption  for  students  age  19  or  over 

Deductibility  of  charitable  contributions 1        -     21       9       2       5      16       2        -        1      57 

Credit  for  child  and  dependent  care  services -        -        -        -        -       1       2        -        1        1        5 

Deduction  for  eliminating  barriers  for  the  handicapped  ....-        -        -        - 

5-year  amortization  on  child-care  facilities -        -        -        -        -       2        -        -        -        -       2 

Credit  for  employment  of  AFDC  recipients  under  WIN 

progr£ims 

Exclusion  of  employee  meals  and  lodging 

Maximum  tax  on  personal  service  income -        -        -        -       1        1        1        -        -        -       3 

Exclusion  of  contributions  to  prepaid  legal  services  plans  ...-        -        -        -       1        -        -        -        -        -       1 
Investment  credit  for  ESOPs -        -        -       1        -       1        -        -        -        -       2 

Exclusion  of  employer  contributions  for  medical  insurance  ..----------- 

Deductibility  of  medical  expenses 1        -        -        -        -       2       2        -        1        -       6 

Exclusion  of  Social  Security  benefits -        -       1        -        -       3        -        -        -        -       4 

Exclusion  of  railroad  retirement  system  benefits -        -     .  _- -        -    i      _i -        - 

Exclusion  of  workmen's  compensation  benefits 

Exclusion  of  special  benefits  for  disabled  coal  miners -  -  -        -        -  -        -  -  -  -- 

Exclusion  of  pension  contributions  and  earnings:  employer 

plans -  -  15  9       1  10       1  -  2  1      39 

Exclusion  of  pension  contributions  and  earnings: 

self-employed  plans •_■■■_••  ^  "  ^^  ^       ^  *       ^  "  "*  ^      ^ 

Exclusion  of  premiums  on  group  term  life  insurance -  -  1  -        -  -        -  -  -  -        1 

Exclusion  of  premiums  on  accident  and  disability  insurance  .----------- 

Exclusion  of  capital  gains  on  home  sales:  age  65  or  older 

Additional  exemption  for  the  elderly 

Tax  credit  for  the  elderly -        -        1        -        2        2      11        -        -        -      16 

Exclusion  of  interest  on  life  insurance  savings - 

Exclusion  of  sick  pay 1        -        -        -        -       2       7        -        -        -      10 

Exclusion  of  unemployment  insurance  benefits 

Exclusion  of  income  of  trusts  to  finance  SUB  benefits 

Exclusion  of  public  assistance  benefits -        - 

Additional  exemption  for  the  blind 4        -         -        -        4 

Earned  income  credit -        -        -        -        -        -        -        -        1        -        1 

Deductibility  of  casualty-  losses -  -  -  -  -       2       1        -        -        -       3 

Exclusion  of  veterans  disability  compensation -  -  -  -  -        -       3        -        -        -       3 

Exclusion  of  veterans  pensions 

Exclusion  of  Gl  bill  benefits -  -  -  - 

Credits  and  deductions  for  poUtical  contributions -  -  -  - 


Exclusion  of  interest  on  State  and  local  bonds 1  1      10        -        2      12  4  15        3  2  50 

Tax  credit  for  corporations  doing  business  in  U.S.  

possessions - - 2        1-1  j       j 11  6 

Deductibility  o!  nonbusiness  State  and  local  taxes - ^ ; ■; ^^  _1 -        -  -  1 

Deferral  of  interest  on  savings  bonds 

5-year  amortization  on  coal  mine  safety  equipment -  -        -        -        -       2  -  -        -  -  2 

Exclusion  of  gross  up  on  dividends  of  LDCCs ^  .  .  -                 2  -        - ^  -  2 
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CHART4b 

NUMBERS  OP  INTEREST  GROUPS  REPRESENTED  BY 

WITNESSES  BEFORE  THE  SENATE  FINANCE  COMMITTEE, 

1971-1976,  BY  SPECIFIC  TAX  EXPENDITURE 


^ff 

Exclusion  of  benefits  and  allowances  to  Armed  Forces 

personnel - 

Exclusion  of  military  disability  pensions - 

Exclusion  of  income  earned  abroad  by  U.S.  citizens - 

Deferral  of  income  of  DISCs 3 

Deferral  of  income  of  controlled  foreign  corporations 2 

Special  rate  for  Western  Hemisphere  Trade  Corporations  ...  - 

Capital  gains  treatment  of  certain  timber  income - 

Exclusion  of  interest  on  pollution  control  bonds - 

Exclusion  of  payments  in  aid  of  water  and  sewage  utilities 

construction - 

5-year  amortization  of  pollution  control  facilities 1 

Expensing  of  exploration  and  development  costs 2 

Excess  of  percentage  over  cost  depletion 4 

Capital  gains  treatment  of  royalties  on  coal  and  iron  ore  ....  - 
Capital  gains  treatment  of  certain  ordinary  farm  income  .... 

Expensing  of  certain  capital  outlays  in  farming - 

Deductibility  of  noncash  patronage  dividends  of  farm 

cooperatives 

Exemption  of  credit  union  income 

Excess  bad  debt  reserves  of  financial  institutions 

Mortgage  interest  deduction  on  owner-occupied  homes  .... 

Property  tax  deduction  on  owner-occupied  homes - 

Consumer  credit  interest  deduction - 

Credit  for  purchase  of  new  homes - 

Deferral  of  capital  gains  on  home  sales    - 

Dividend  Exclusion - 

Corporate  surtax  exemption 3 

Capital  gains  (not  farming,  timber,  iron  ore,  coal) 1 

Capital  gains  at  death - 

Depreciation  on  buildings - 

Expensing  of  research  and  development  expenditures - 

Exclusion  of  interest  on  industrial  development  bonds - 

Excess  first-year  depreciation 

Expensing  of  construction  period  interest  and  taxes - 

Investment  tax  credit  (ITC) 8 

Asset  depreciation  range  (ADR) 4 

5-year  amortization  of  railroad  rolling  stock 1 
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32 
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1 
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20 
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10 
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11 
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59 
30 
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18 
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15 
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6 

13 
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CHART  4b  CONTINUED 


Deductibility  of  nonbusiness  State  gasoline  taxes 

Defen-al  of  tax  on  shipping  companies 

5-year  amortization  for  housing  rehabilitation 

Tax  incentives  for  preservation  of  historic  structures  .... 
Exclusion  of  scholarship  and  fellowship  income 

Parental  personal  exemption  for  students  age  19  or  over  . .  , 

Deductibility  of  charitable  contributions 

Credit  for  child  and  dependent  care  services 

Deduction  for  elimmating  barriers  for  the  handicapped  .  .  , 
5-yeai  amortization  on  child-care  facilities 

Credit  for  employment  of  AFDC  recipients  under  WIN 

programs 

Exclusion  of  employee  meals  and  lodging 

Maximum  tax  on  personal  service  income 

Exclusion  of  contributions  to  prepaid  legal  services  plans  .  . 
Investment  credit  for  ESOPs 

Exclusion  of  employer  contributions  for  medical  insurance  . 

Deductibility  of  medical  expenses 

Exclusion  of  Social  Security  benefits 

Exclusion  of  railroad  retirement  system  benefits 

Exclusion  of  workmen's  compensation  benefits 


4        1 
1        -        1 


1        1 


1 
4        1 


2 

1 

15 


Exclusion  of  special  benefits  for  disabled  coal  miners 

Exclusion  of  pension  contributions  and  earnings;  employer 

plans 

Exclusion  of  pension  contributions  and  earnings: 

self-employed  plans 

Exclusion  of  premiums  on  group  term  life  insurance 

Exclusion  of  premiums  on  accident  and  disability  insurance  . 


Exclusion  of  capital  gains  on  home  sales:  age  65  or  older  . 

Additional  exemption  for  the  elderly 

Tax  credit  for  the  elderly 

Exclusion  of  interest  on  life  insurance  savings 

Exclusion  of  sick  pay 


Exclusion  of  unemployment  insurance  benefits 

Exclusion  of  irjcome  of  trusts  to  finance  SUB  benefits  .  . 

Exclusion  of  public  assistance  benefits 

Additional  exemption  tor  the  blind 

Earned  income  credit 


DeductibEity  of  casualty  losses 

Exclusion  of  veterans  disability  compensation  .  .  .  . 

Exclusion  of  veterans  pensions 

Exclusion  of  GI  bill  benefits 

Credits  and  deductions  for  political  contributions  , 


Exclusion  of  interest  on  State  and  local  bonds 1 

Tax  credit  for  corporations  doing  business  in  U.S. 

possessions .         - 

DeductibiUty  of  nonbusiness  State  and  local  taxes - 

Deferral  of  interest  on  savings  bonds 

.5-year  amortization  on  coal  mine  safety  equipment - 

Exclusion  of  gross  up  on  i     'end"  of  LDCCs - 


2        111 

1 


3        1 
1 


10 
2 
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By  contrast,  citizen  groups  represented  4%  of  the  witnesses 
before  the  Senate  Finance  Committee  and  12%  before  the  V7ays  and 
Means  Committee.   Research  organizations  and  other  experts  accoun- 
ted for  10%  of  the  witnesses  before  Senate  Finance  and  17%  before 
Ways  and  Means  (see  Appendix  E,  beginning  on  page  71  ). 

Perhaps  the  most  dramatic  example  of  the  lopsided  represen- 
tation of  business  at  tax  hearings  was  the  Senate  Finance  Commit- 
tee's 1974  hearings  on  the  "Profitability  of  Domestic  Energy 
Company  Operations".   All  but  one  of  the  vzitnesses  at  the  two  days 
of  hearings  represented  either  oil  companies,  gas  companies,  or 
trade  associations  representing  oil  or  gas  interests.   The  lone 
non-energy  company  financed  energy  companies.   Only  one  member  of 
the  committee  was  present  at  the  hearings  held  during  a  Congres- 
sional recess — Chairman  Long,  whose  sympathy  for  oil  interests  is 
well  known. 

In  his  opening  statement,  the  Chairman  said,  "It  is  my  hope 
that  in  these  hearings  we  can  develop  the  information  we  need  to 
legislate  wisely"  (Senate  Finance  Committee,  Hearings  on  the 
Profitability  of  Domestic  Energy  Company  Operations,  February  13, 
1974,  p.l).   Witness  after  witness  testified  about  the  unprofit- 
ability  of  the  oil  business  and  the  need  for  further  tax  incentives. 
The  record  produced  was  hardly  a  balanced  one.   VJhile  the  informa- 
tion produced  probably  would  help  the  Senate  legislate,  it  is  not 
at  all  clear  that  the  information  would_helB__it__" legislate  wisely". 

Gimme  Shelters 

It  is  probably  unfair  to  characterize  the  hearing  process 
as  at  most  legitimizing  and  at  least  providing  an  outlet  for 
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unabashed  greed.   When  tax  policy  is  in  the  making,  however,  most 
witnesses  suggest  policies  that  will  reduce  the  bottom  line  on 
their  return.   That  is  hardly  a  revelation;  nor  is  it  even  unex- 
pected.  No  one  "likes"  paying  taxes.   Self-interest  is  expected 
among  witnesses.   The  resulting  imbalanced  record,  however,  does 
increase  the  difficulty  of  producing  balanced  tax  laws. 

Frequently,  witnesses  before  the  committees  do  not  argue 
merely  that  an  existing  tax  expenditure  should  be  continued,  but 
instead,  that  it  should  be  increased.   Almost  invariably,  each  of 
them  promises  that  if  a  tax  subsidy  is  liberalized,  some  public 
good  will  be  advanced.   Senator  Robert  Packwood's  (R.-Ors.)  com- 
ments during  the  1976  Senate  Finance  Committee  hearings  on  the 
Tax  Reform  Act  sum  it  up: 

...  I  have  sat  through  these  hearings  for  3  or  4 

weeks  and  every  single  industry  is  coming  in  making 

the  plea  that  they  are  the  worst  off,  hardest  hit, 

and  have  to  have  the  biggest  preference  .... 

*** 

So  many  have  come  in  talking  about  this  'public 
interest',  and  how  it  is  in  the  'public  interest' 
that  we  do  what  they  ask;  and  really,  they  are 
talking  about  their  own  interest.   (Hearing,  April 
7,  1976,  p.  2056-2057) 

Unemployment  reached  worrisomely  high  levels  during  the 
period  covered  in  this  study,  and  thus  jobs  creation  was  a  per- 
suasive point  with  Congress.   A  number  of  tax  expenditures,  not- 
ably Lhe  investment  credit  and  DISC,  had  been  enacted  to  spur  jobs 
creation.   Yet  few  of  the  witnesses  who  testified  in  favor  of 
increasing  the  investment  credit,  or  retaining  DISC,  offered  any 
figures  confirming  that  either  tax  break  had  created  any  jobs. 
Nor  did  Congress  demand  the  figures,  or  refuse  to  act  until  re- 
ceiving more  than  mere  conjecture. 
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For  example,  William  J.  Nolan,  representing  the  U.S.  Council 
of  International  Chambers  of  Commerce,  testified  in  favor  of 
keeping  DISC.   At  the  hearings,  Senator  Abraham  Ribicoff  (D.-Ct.) 
asked  Mr.  Nolan  if  he  would  supply  the  committee  with  "proof"  of 
whether  DISC  "does  or  does  not  help  in  export  business  and  creation 
of  jobs"  (Senate  Finance  Committee  hearing,  March  26,  1976,  p.  937). 
Mr.  Nolan  responded  that  he  would  try  to  compile  some  figures. 
Mr.  Nolan  made  that  promise  in  March.   By  the  time  the  hearings 
went  to  press,  on  June  8,  the  material  had  not  yet  been  supplied 
to  the  committee.   The  implication  is  that  the  membership  of  the 
organization  did  not  have  any  information  to  show  that  their  ex- 
port business  would  not  have  developed  without  DISC,  nor  that  it 
had  created  jobs. 

One  phenomenon  of  the  tax-writing  process  is  that  once  a  tax 
incentive  is  given  to  Industry  A,  Industries  B,  C,  and  so  on  will 
demand  a  comparable  tax  break.   The  following  excerpt  from  a  wit- 
ness's testimony  is  illustrative: 

It  [The  Revenue  Act  of  1971  as  it  passed  the  House] 
offers  all  sorts  of  tax  incentives  for  industries 
and  businesses  of  all  kinds.   They  are  being  en- 
couraged to  invest  in  new  plants  and  equipment  and 
to  expand  their  operations.   By  contrast,  there  is 
nothing  in  the  bill  to  stimulate  real  estate  devel- 
opment in  general  and  shopping-center  expansion 
specifically.   (Testimony  of  Ernest  W.  Hahn,  Inter- 
national Council  of  Shopping  Centers,  Senate  Finance 
Committee,  General  Tax  Reform  Hearings,  October  15, 
1971,  p.  557.) 

Another  witness  put  this  "me-tooism"  in  its  economic  context: 

To  the  extent  that  some  machinery,  equipment,  and 
transportation  facilities  get  the  [investm.ent] 
credit  and  others  do  not,  a  substantial  bias  is 
created  in  the  economy.   Investments  left  out  are 
penalized  ...  [T]he  flow  of  investment  capital  into 
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that  sector  of  the  economy  is  diminished  relative 
to  others.   (Testimony  of  Ernest  S.  Christian,  Jr., 
American  Maritime  Association,  Senate  Finance  Com- 
mittee, General  Tax  Reform  Hearings,  March  31, 
1976,  p.  1506.) 

Tax  expenditures  do_  create  investment  biases.   An  investor 
is  less  likely  to  put  his  money  into  Venture  A  if  he  can  reduce 
his  taxes  by  investing  in  Venture  B.   Rather  than  determining 
whether  Venture  B  needs  a  tax  incentive  and  whether  it  is  in  the 
public  interest  that  Venture  B  get  one,  the  committees  often  sim- 
ply give  Venture  A  a  comparable  tax  break.   Significantly,  the 
committees  fail  to  consider  another  alternative  available  to  them: 
eliminating  some  or  all  tax  incentives  for  particular  activities 
and  reducing  corporate  tax  rates  generally. 

Other  Information  Sources 

While  Congress  should  obviously  solicit  testimony  from  those 
who  would  be  affected  by  its  decisions,  it  should  also  be  sensi- 
tive to  the  built-in  bias  of  that  information  and  seek  to  balance 
it  with  information  from  other  sources — individuals,  groups,  or 
government  officials  with  competing  interests  or  individuals  with 
no  pecuniary  interest  in  the  decision.   The  Ways  and  Means  Commit- 
tee has  made  efforts  to  hear  from  the  two  latter  categories  of 
witnesses.   Its  panel  discussions,  which  precede  the  taking  of 
testimony  from  public  witnesses,  do  play  a  positive  role.   The 
committee  invites  economists  and  tax  experts  to  share  ideas  and 
judgments  with  the  Committee.   Significantly,  these  panel  discus- 
sions are  attended  by  far  more  committee  members  than  the  hearings, 
and  most  members  take  the  opportunity  to  ask  questions. 
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The  Senate  Finance  Committee  has  also  heard  from  witnesses 
in  a  panel  format.   Unfortunately,  it  seems  to  use  panels  more 
to  save  time  than  to  obtain  useful  information.   The  panels  them- 
selves are  ordinarily  made  up  of  witnesses  who  share  similar  in- 
terests; few  questions  are  asked  by  the  Members;  and  there  is  no 
discussion  among  the  panelists  themselves. 

A  source  of  information  which  is  virtually  ignored  is  the 
federal  government  itself.   Only  13  witnesses  from  federal  agen- 
cies other  than  the  Treasury  Department  appeared  before  the  Ways 
and  Means  Committee  and  only  14  before  the  Senate  Finance  Commit- 
tee in  the  six-year  period.   As  a  result,  information  which  agen- 
cies have  about  programs  and  activities  which  tax  expenditures 
affect  is  not  shared  with  the  tax  committees.   For  example,  the 
Department  of  Housing  and  Urban  Development  could  be  expected  to 
have  information  on  housing  that  would  be  useful  to  the  tax  com- 
mittees in  considering  tax  provisions  affecting  real  estate.   The 
Department  of  Agriculture  should  have  information  on  the  effects 
of  farming  tax  subsidies.   No  HUD  official  or  Agriculture  official 
appeared  before  either  committee  in  the  six  years  examined,  al- 
though both  committees  considered  changes  in  real  estate  and 
farming  tax  subsidies. 

Similarly,  the  standing  committees  in  the  House  and  Senate 
with  substantive  jurisdiction  over  activities  influenced  by  tax 
policy  rarely  comment  upon  tax  legislation,  nor  do  they  routinely 
share  information  with  the  tax  committees. 

It  seems  obvious  that  tax  subsidies  for  private  activities 
should  be  considered  in  tandem  with  other  federal  efforts  that  are 
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designed  to  promote  similar  activities.   The  history  of  section 
167  (k)  of  the  Code  illustrates  how  the  existing  process  makes  no 
attempt  to  integrate  tax  expenditures  with  direct  subsidies. 

Section  167  (k)  was  authorized  by  the  Tax  Reform  Act  of  1969 
on  a  trial  basis.   It  permits  the  rapid  amortization  of  expendi- 
tures to  rehabilitate  low-  and  moderate-income  housing.  Its  pur- 
pose was  to  encourage  neighborhood  revitalization.   When  enacted, 
a  termination  date  was  included — December  31,  1974 — so  that 
Congress  would  Le  forced  to  determine  whether  or  not  to  continue 
it. 

In  1973,  seven  witnesses  appeared  before  the  Ways  and  Means 
Committee  who  testified  on  section  167 (k).   Three  represented 
trade  associations  involved  in  housing,  one  was  an  individual 
businessman  who  also  represented  a  trade  association  and  three 
were  housing  tax  experts. 

The  trade  association  representatives  and  businessman  urged 
that  167 (k)  be  continued.  One  of  the  experts  counseled  the  com- 
mittee to  decide  whether  other  forms  of  subsidies  might  be  better 
advised.  Another  expert  noted  that  the  subsidy  had  a  termination 
date  and  that  Congress  would  presumably  examine  it  before  extend- 
ing it.  The  third  expert  urged  the  continuation  of  167  (k)  ,  but 
suggested  that  changes  be  made  to  prevent  its  abuse. 

The  only  HUD  official  who  appeared  at  these  hearings  was 
Carl  0.  Kamp,  Jr.,  Acting  Director  of  the  Federal  Home  Loan  Bank 
Board,  who  testified  on  deductions  for  bad  debt  reserves  by  sav- 
ings and  loan  associations  and  mutual  banks. 
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In  the  meantime,  HUD  had  contracted  with  Touche  Ross  &  Co. 
to  evaluate  the  effects  of  section  167  (k)  on  the  rehabilitation 
of  rental  housing  for  low-income  tenants.   HUD  wanted  to  be  able 
to  "make  an  informed  judgment  concerning  the  future  of  the  incen- 
tives aimed  at  encouraging  the  rehabilitation  of  housing"  (The 
Impacts  and  Effects  of  Section  167 (k)  on  the  Rehabilitation  of 
Multifamily  Property,  Vol.  I,  p.  1).   The  report  was  submitted  to 
HUD  on  May  24,  1974. 

Touche  Ross  surveyed  199  metropolitan  ateas  in  the  country 
and  found  only  seven  conventionally  financed  projects  whose  own- 
ers had  taken  advantage  of  167 (k).   Some  of  the  specific  findings 
were : 

(1)  "Despite  the  existence  of  specific  rehab  incentives, 
the  volume  of  governmentally  assisted  rehabilitation 
for  low-income  tenants  has  been  insubstantial"  (Re- 
port, p.  8)  . 

(2)  "Section  167 (k)  is  ineffective  as  an  incentive  for 
existing  property  owners  to  upgrade  their  properties" 
(Report,  p.  14)  . 

(3)  "The  direct  benefits  of  section  167  (k)  are  received 
by  high  income  passive  investors  who  play  no  active 
role  in  the  development  or  management  of  rehab 
projects.   These  benefits  consist  primarily  of  tax 
shelter  for  income  from  other  sources"  (Report,  p.  18). 

(4)  "Rehab  expenditures  under  section  167 (k)  resulted  in 
'market  rents'  substantially  in  excess  of  prerehab 
levels"  (Report,  p.  32). 

(5)  "Section  167  (k)  encourages  maximum  expenditures  for 
rehabilitation"  (Report,  p.  33) . 

This  report  only  came  to  the  attention  of  the  V7ays  and  Means 

Committee  in  1975  and  Senate  Finance  Committee  in  1976,  through 

the  testimony  of  Cushing  Dolbeare,  Executive,  Secretary  of  the 

National  Rural  Housing  Coalition.   No  HUD  official  ever  presented 
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the  substance  of  the  report  it  had  contracted  for  to  the  tax- 
writing  committees.   In  fact,  no  Administration  witness  ever 
testified  on  this  provision. 

However,  in  a  letter  to  Senator  Gaylord  Nelson  (D.-Wisc.) 
dated  August  14,  1974,  Treasury  Secretary  William  Simon  did  com- 
ment on  it: 

In  1969  it  was  estimated  that  650  thousand  low  income 
rental  housing  units  would  be  rehabilitated  from  1969 
to  1973  as  a  result  of  the  5-year  amortization  pro- 
vision. ...  In  spite  of  the  extension  of  subsidy  pro- 
grams to  rehabilitations  . . .  actual  completions  during 
the  1969-1973  period  were  only  197.7  thousand  units  or 
30%  of  the  original  estimate  of  650  thousand  units. 
Since  housing  production  was  10%  higher  than  the  tar- 
get levels  during  the  1969-1973  period,  the  overesti- 
mate of  rehabilitations  was  not  due  to  a  general  slow- 
down in  housing  production,  but  rather  was  due  to  an 
overestimate  of  the  incentive  provided  by  5-year 
amortization. 

Despite  these  clear  indications  that  perhaps  the  program 
was  not  working,  the  Senate  voted  in  August  1974  to  extend  167 (k) 
through  1977.   In  1975,  the  House  voted  to  extend  the  program 
through  1977  and  increase  the  expenditures  that  could  be  amortized. 
In  1976,  the  Senate  voted  to  extend  the  program  through  1982. 

As  a  footnote,  the  House  voted  to  extend  167 (k)  again  in  the 
Tax  Treatment  Extension  Act  of  1977,  H.R.  9251.   No  hearings  were 
held  before  the  legislation  was  reported  from  the  Ways  and  Means 
Committee. 

It  is  difficult  to  determine  the  basis  on  which  this  par- 
ticular tax  expenditure  was  both  liberalized  and  continued.   It 
is  more  incredible  that  after  both  tax  committees  were  put  on 
notice  that  HUD  had  discovered  some  serious  problems  with  the  pro- 
gram— ironically,  through  the  testimony  of  a  public  interest 
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representative — neither  committee  requested  HUD  to  testify  on 
the  program. 

Section  167  (k)  does  not  involve  hundreds  of  millions  of 
dollars.   It  is  a  small  tax  expenditure.  But  its  history  shows 
that  tax  programs  can  not  only  be  continued,  but  expanded,  with- 
out adequate  attention  by  Congress. 

The  history  of  Section  167  (k)  also  illustrates  the  lack  of 
communication  between  the  tax  committees  and  federal  agencies 
which  administer  direct  spending  programs  in  the  same  substantive 
areas.   A  Senate  floor  amendment  to  the  Tax  Reform  Act  of  1976 
on  tax  exempt  industrial  development  bonds  shows  the  lack  of  co- 
ordination between  the  tax  committees  and  other  committees  in  the 

Congress. 
Coordination  with  Standing  Committees 

Senator  Edward  Kennedy  released  a  study  on  April  16,  1978 

showing  the  overlap  of  jurisdictions  among  the  tax-writing 

1/ 
committees  and  other  committees  of  the  Senate.    The  study 

translated  each  item  of  the  tax  expenditure  budget  into  a 
direct  spending  program  designed  to  achieve  the  same  purpose. 
For  example,  the  10%  investment  tax  credit  was  translated  Into 
a  Commerce  Department  grant  program  equal  to  10%  of  the  purchase 
price  of  machinery  and  equipment. 

The  study  shows  that,  to  use  just  three  examoles .  thp  Senate 
Finance  Committee  is  running  33  programs,  totaling  $47.7  billion, 
that  would  otherwise  be  under  the  jurisdiction  of  the  Human 
Resources  Committee;  14  spending  programs,  totaling  $42.4  billion; 


1/Reprinted  in  Cong.Rec. ,  April  17,  1978,  S. 5703-5709. 


373 


-34- 

for  the  Coiranerce  Committee;  and  14  spending  programs,  totaling 
$22.6  billion,  for  the  Banking  Committee. 

The  Kennedy  study  points  up  a  fundamental  problem  with  the 
existing  tax-writing  process.   The  Finance  Committee's  jurisdic- 
tion overlaps  with  the  jurisdictions  of  virtually  every  other 
Senate  committee.   Nevertheless,  there  is  almost  no  coordination 
between  the  tax  writing  committees  and  the  standing  committees. 
The  same  goals  that  tax  expenditures  support  are  in  some  cases 
duplicative  of,  and  in  other  cases  diametrically  opposed  to,  other 
federal  programs  and  policies. 

For  example,  the  federal  government  has  for  some  time  been 
concerned  by  rising  medical  costs,  particularly  hospital  bills. 
In  1976,  on  the  basis  of  testimony  from  only  two  witnesses,  one  of 
whom  represented  the  Federation  of  American  Hospitals ,  the  Senate 
Finance  Committee  recommended  increasing  the  limitation  on  tax- 
exempt  industrial  development  bonds  for  private  hospitals . 

When  the  bill  reached  the  floor.  Senator  Kennedy,  Chairman  of 
the  Health  Subcommittee,  offered  an  amendment  to  delete  the  in- 
crease.  He  argued  that  the  higher  bond  limit  would  fund  a  hospi- 
tal with  more  than  twice  the  niomber  of  beds  that  health  economists 
believe  are  necessary  and  that  over  90%  of  the  hospital  districts 
the  higher  bond  ceiling  was  designed  to  help  already  had  a  surplus 
of  hospital  beds.   He  also  pointed  out  that  proponents  of  the 
Committee's  position  had  not  tried  to  increase  funding  for  the 
appropriate  direct  spending  programs.   The  Senate,  as  frequently 
occurs,  decided  to  follow  the  lead  of  the  tax  committee  and  re- 
jected Kennedy's  amendment.   Unfortunately,  by  deferring  to  the 
judgment  of  the  Finance  Committee,  the  Senate  probably  followed 
the  lead  of  the  wrong  committee. 
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Votes  on  Tax  Expenditures 

Most  direct  spending  programs  have  limited  lives.   General- 
ly, they  are  authorized  for  no  more  than  five  years  and,  in  any 
event,  money  must  be  appropriated  for  virtually  all  direct  spend- 
ing programs  on  a  yearly  basis.   As  a  result,  these  programs  are 
voted  upon  by  Congress  and  its  committees  on  a  periodic  basis. 

Those  votes  serve  two  important  purposes.   First,  they  can 
indicate  what  Congress  perceives  to  be  shortcomings  in  the  pro- 
grams as  they  were  and  how  Congress  believes  the  programs  should 
be  improved.   Votes  can  reflect  changes  running  the  gamut  from 
simple  approval  to  minor  tinkering  to  fundamental  reform.   In 
either  case,  there  is  at  least  the  appearance — behind  which  there 
is  often  some  substance — that  Congress  is  carefully  examining  the 
programs  it  creates  from  time  to  time. 

The  second  purpose  these  votes  serve  is  to  provide  consti- 
tuents with  a  means  by  which  to  hold  their  Senators  and  Represen- 
tatives accountable  for  how  their  tax  dollars  are  spent.   Affirma- 
tive actions,  such  as  votes  for  or  against  particular  programs, 
are  one  way  to  measure  the  performance  of  elected  officials.   If 
there  are  no  votes  to  serve  as  a  yardstick,  and  programs  simply 
continue  year  after  year,  constituents  are  left  in  the  peculiar 
position  of  having  no  one  in  particular  to  hold  accountable  for 
the  spending  of  tax  dollars  for  those  programs. 

Twenty-eight,  or  34%  of  existing  items  in  the  tax  expendi- 
ture budget  were  not  given  a  single  vote  of  approval  or  disap- 
proval by  any  member  of  either  tax  committee,  or  the  full  House 
or  Senate,  in  the  six  year  period  (see  Chart  5  and  Appendix  F, 
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CHART5 

TAX  EXPE^fDITURES  ON  WHICH  THERE  WERE  NO  RECORDED  VOTES 

OF  APPROVAL  OR  DISAPPROVAL  BY  CONGRESS 

OR  ITS  TAX  COMMITTEES,  1971-1976 


Tax  Expenditure 


Revenue  loss, 

1971-1976, 

in  millions* 


1 .  Exclusion  of  interest  on  pollution  control  bonds 

2.  Capital  gains  treatment  of  certain  ordinary  farm  income 

3.  Deductibility  of  noncash  patronage  dividends  of  farm  cooperatives 

4.  Exemption  of  credit  union  income 

5.  Excess  bad  debt  reserves  of  finemcial  institutions 

6.  Property  tax  deduction  on  owner-occupied  homes 

7.  Dividend  exclusion 

8.  Expensing  of  reseeirch  and  development  expenditures 

9.  Parental  personal  exemption  for  students  age  19  or  over 

10.  Exclusion  of  employer  contributions  for  medical  insurance 

1 1 .  Deductibility  of  medical  expenses 

12.  Exclusion  of  Social  Security  benefits 

13.  Exclusion  of  railroad  retirement  system  benefits 

14.  Exclusion  of  workmen's  compensation  benefits 

15.  Exclusion  of  special  benefits  for  disabled  coal  miners 

16.  Exclusion  of  premiums  on  group  term  life  insurance 

17.  Exclusion  of  premiums  on  accident  and  disability  insurance 

18.  Additional  exemption  for  the  elderly 

19.  Exclusion  of  interest  on  life  insurance  savings 

20.  Exclusion  of  unemployment  insurance  benefits 

21.  Exclusion  of  income  of  trusts  to  finance  SUB  benefits 

22.  Exclusion  of  public  assistance  benefits 

23.  Additional  exemption  for  the  blind 

24.  Exclusion  of  veterans  disability  compensation    1 

25.  Exclusion  of  GI  bill  benefits  > 

26.  Exclusion  of  veterans  pensions  J 

27.  Deductibility  of  nonbusiness  State  and  local  taxes 

28.  Deferral  of  interest  on  savings  bonds 

TOTAL 


N/A^ 
$1,2152 
N/A^- 
590 
4,600 
25,650 
2,000 
3,665 
3,885 
18,550 
13,750 
10,225^ 
510^ 
2,995 

4,130 

255 

3,600^ 

9,100 

11,325 

30 

470 

80 

3,385 

41,626 

N/A^ 


$161,636 


Source:  Deptutment  of  the  Treasury. 


^  Revenue  loss  in  FY77  estimated  to  be  $245  million. 

2  Estimate  for  1974-1976  only. 

3  Revenue  loss  in  FY77  estimated  to  be  $290  million. 
**  Revenue  loss  in  FY 77  estimated  to  be  $50  million. 
^  Revenue  loss  in  FY77  estimated  to  be  $565  million. 
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beginning  on  page  75)  . 

On  the  other  hand,  the  Ways  and  Means  Committee  proposed 
increasing  existing  tax  expenditures  2  7  times,  and  the  Senate 
Finance  Committee  39  times  (see  Chart  6) .   In  more  than  20  in- 
stances, there  was  no  hearing  record  to  substantiate  the  need 
for  increasing  them. 

A  glaring  example  of  this  was  the  Senate's  vote  in  the  94th 
Congress  to  extend  the  credit  for  the  purchase  of  a  new  home  on 
which  construction  began  before  June  19,  1975.   Existing  law  per- 
mitted the  credit  where  construction  had  begun  before  March  26, 
1975. 

No  hearings  were  held  in  the  Senate  Finance  Committee  on 
extending  the  construction  deadline.   When  a  bill  to  extend  the 
Emergency  Unemployment  Compensation  Act  got  to  the  Senate  floor. 
Senator  Long  offered  a  two-part  amendment:  first,  extend  the  credit, 
at  a  revenue  loss  of  $550  million;  and  second,  clarify  procedures 
for  price  certification  which  was  required  to  establish  eligibility 
for  the  credit.   A  substitute  amendment  to  Long's  amendment,  which 
provided  only  for  the  clarification  of  procedures,  passed  56^19. 

Long  then  sent  another  amendment  to  the  desk,  which  sought 

only  to  extend  the  credit.   At  his  request,  the  amendment  was  not 

read.   What  follows  are  some  highlights  from  the  colloquy  on  his 

amendment : 

Mr.  Long.   Mr.  President,  I  ask  unanimous  consent  that 
there  be  a  time  limitation  of  1  minute  on  each  side. 

The  Presiding  Officer.   Is  there  objection? 
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CWART6 

NUMBERS  OF  AMENDMENTS  TO  INCREASE,  DECREASE 
AND  REPEAL  EXISTING  TAX  EXPENDITURES,  19711976 


Increase 

Decrease                      Repeal 

Ways  and  Means* 
Senate  Finance* 

27 
39 

27                                 6 
12                                 2 

Increase 

Decrease 

Passed                    Failed 
0                             6 
37                             6 

Passed                    Failed 

House  floor** 
Senate  floor** 

1                             3 
12                           33 

*Amendnients  offered  in  the  Ways  and  Means  Committee  and  Senate  Finance  Committee 

that  were  adopted  by  the  Committees. 

♦•Amendments  offered  on  the  House  and  Senate  floor  other  than  Committee 

amendments. 
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Mr.  Brooke.   I  object.   I  do  not  even  know  what  it  is. 
I  do  not  want  1  minute  to  explain  it.   I  need  more  time. 

Mr.  Long.   I  ask  for  1  minute. 

Mr.  Chiles.  ...  [W] ill  the  Senator  explain  the  amendment? 


Mr.  Long.   I  ask  unanimous  consent  that  I  have  1  minute 
to  explain  what  the  amendment  is. 


Mr.  Robert  C.  Byrd.   Mr.  President,  I  ask  that  the  clerk 
state  the  amendment. 


Mr.  Robert  C.  Byrd.   Mr.  President,  I  ask  that  there  be 
order  in  the  Senate  and  that  the  clerk  read  so  that  he 
can  be  heard. 

Mr.  Pastore.   And  slowly  so  that  we  can  xinderstand  what 
he  is  reading.   [Laughter] 

*** 

Mr.  Haskell.   Mr.  President,  may  I  repeat  the  request 
made  by  the  Senator  from  Nebraska?   May  I  request  that 
the  Senator  from  Louisiana  have  5  minutes  to  explain  the 
purport  of  this  amendment  ...? 

Several  Senators.   Vote.   Vote. 

The  clerk  called  the  roll,  and  the  $550  million  amendment 
passed,  40-32.   At  no  time  did  Senator  Long  or  anyone  else  explain 
the  amendment.   Had  Senator  Byrd  (D.-W.Va.)  not  requested  that  the 
amendment  be  read,  the  Senate  would  have  had  no  idea  what  it  was 
voting  upon.   And  had  Senator  Long  had  his  way,  his  explanation  of 
his  amendment  would  have  been  worth  $9  million  per  second. 

Revenue  Gains  and  Losses  Resulting  from  Committee  Action 

Simply  quantifying  numbers  of  votes  on  tax  expenditures  does 
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not  tell  the  full  story,  however,  because  it  does  not  indicate 
relative  revenue  losses  or  gains  resulting  from  votes  taken  in 
the  Ways  and  Means  Committee  and  Senate  Finance  Committee.   For 
example,  both  committees  voted  to  decrease  DISC  tax  benefits  in 
their  versions  of  the  Tax  Reform  Act  of  1976.   However,  the  Ways 
and  Means  Committee's  action  would  have  increased  revenues  by  al- 
most one-third  more  than  the  proposal  put  forward  by  the  Senate 
Finance  Committee. 

We  examined  three  of  the  major  tax  packages  passed  in  the 
period  1971-1976:  the  Revenue  Act  of  1971,  the  Tax  Reduction  Act 
of  1975,  and  the  Tax  Reform  Act  of  1976.   We  found  that  in  each 
case,  the  Senate  Finance  Committee's  version  of  the  legislation 
would  have  resulted  in  a  larger  revenue  loss  than  the  bill  approved 
by  the  Ways  and  Means  Committee  and  the  House  (see  Charts  7a,  7b, 
and  7c  on  pages  41-43) . 

We  also  examined  the  revenue  effects  of  Senate  floor  amend- 
ments on  the  three  tax  bills  as  reported  by  the  Senate  Finance 
Committee.   We  found  that  in  1971,  Senate  floor  amendments  resulted 
in  a  greater  revenue  loss  than  the  Senate  Finance  Committee  bill. 
But  in  1975  and  1976,  Senate  flcor  amendments  reduced  the  revenue 
loss  which  the  Senate  Finance  Committee  had  proposed  (see  Charts 
8a,  8b,  8c  on  pages  44-45). 

New  Tax  Expenditures 

While  neither  committee  adequately  reviewed  existing  tax 
expenditures  during  that  six  years,  neither  was  particularly  in- 
hibited about  proposing  new  ones.   In  this  race,  the  Senate  Finance 
Committee  is  the  clear  winner. 
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CHARTTa 

REVENUE  EFFECTS  ON  TAX  EXPENDITURES      ^        _      

OF  THE  REVENUE  ACT  OF  1971  AS  RECOMMENDED  BY  THE 
HOUSE  WAYS  AND  MEANS  COMMITTEE  AND  SENATE  FINANCE  COMMITTEE 

Revenue  loss  1972-74  (in  millions) 


TAX  EXPENDITURE  WAYS  AND  MEANS       SENATE  FINANCE 

Child  care  deduction 

WIN  tax  credit 

Investment  tax  credit 

Asset  depreciation  range 

DISC 

6-year  amortizaton:  child  care  facilities 


$           0 

$ 

-235 

0 

-65 

-9,970 

-10,000 

-10,100 

-10,100 

-300 

-270 

-15 

-15 



- 

-     -  - 

TOTALS      -$20,385  -$20,685 


CHART  7b 

REVENUE  EFFECTS  ON  TAX  EXPENDITURES 

OF  THE  TAX  REDUCTION  ACT  OF  1975  AS  RECOMMENDED  BY  THE 

HOUSE  WAYS  AND  MEANS  COMMITTEE  AND  SENATE  FINANCE  COMMITTEE 

Revenue  loss/gain  FY  75-76  (in  millions) 

TAX  EXPENDITURE  WAYS  AND^ME ANS  ~  SENATE  FINANCE 

Earned  income  credit 

Credit  for  purchase  of  new  home 

Capital  gains 

WIN  tax  credit 

Investment  tax  credit  (including  ESOP) 

Corporate  surtax  exemption 

TOTALS      -$8,000  -$12,759 


-$2,900 

-$1,455 

0 

-3,600 

0 

-165 

0 

-3 

-3,900 

-5,636 

-1,200 

-1,900 

I 
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CHART  7c 

REVENUE  EFFECTS  ON  TAX  EXPENDn'URES 

OF  IHE  TAX  REFORM  ACT  OF  1976  AS  RECOMMENDED  BY  THE 

HOUSE  WAYS  AND  MEANS  COMMITn:  AND  SENATEJ'INANCE  COMMIITEE 

Revenue  loss/gain  FY  77-81  (in  millions) 
TAX  EXPENDITURE  WAYS  AND  MEANS  SENATE  FINANCE 

Intangible  drilling  costs +$179  $ 

Asset  depreciation  range +89 

Excess  1st  year  depreciation +52  +52 

Consumer  interest  deduction/mortgage 

interest  deduction +1,200 

Maximum  tax 

Retirement  income  credit 

Child  care  credit 

Sickpay  exclusion  and  military 

disability  exclusion 

Additional  investment  credit  for  ESOPs 

U.S.  citizens  working  abroad 

Deferral  of  income  of  controlled 

foreign  corporations 

Exclusion  of  gross-up  on  dividends  of  LDCCs  .  . 

Tax  credit  for  corporations  operating  in 

U.S.  possessions 

Western  Hemisphere  Trade  Corporations  .... 

DISC T 

Casualty  loss  deduction 

Tax  exempt  bonds 

Tax  credit  for  employing  WIN  and  AFDC 
recipients 

5-year  amortization:  pollution  control  facilities  . 

Excess  of  percentage  over  cost  depletion 

Capital  gains 

Pensions  (employer  plans  and  self-employed)  . 

Charitable  deduction 

Earned  income  credit 

Investment  tax  credit 

Corporate  surtax  exemption 


- 

-1,841 

-1,181 

-1,181 

-2,063 

-2,063 

+1,991 

+1,991 

- 

-3,290 

+160 

+142 

-108 

-54 

+300 

+300 

+54 

+46 

+173 

+173 

+3,042 

+2,209 

-306 

-306 

- 

a 

. 

-52 

- 

-331 

- 

-141 

-104 

-2,524 

-2,223 

-122 

- 

-111 

- 

-5,559 

13,987 

-16,632 

-2.853 

-11,915 
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CHART  7c  CONTINUED 


Capital  gains  at  death +1,016 

Exclusion  of  payments  in  aid  of  water/ sewer 

facilities  construction -  -60 

Depreciation  on  buildings +149  +149 

5-year  amortization:  housing  rehabilitation .  .  .  -14  -28 

Tax  exempt  industrial  development  bonds ....  -  -34 

Deduction  for  state  and  local  gasoline  taxes  ...  -  +1,572 

Exclusion  of  scholarship  and  fellowship  income  -  -28 

Deduction  for  eliminating  barriers 

to  the  handicapped -  -30 

Exclusion  of  contributions  to  prepaid  legal 

services  plans -^ -85 

Benefits  for  Armed  Forces  persoimel N/A  N/A 


TOTALS  -$14,434  -$39,753 


a:  revenue  loss  less  them  $5  million  per  year 
N/A:  revenue  loss  not  available 
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CHART  8a 

REVENUE  EFFECTS  ON  TAX  EXPENDITHit  l.S  OF 
SENATE  FLOOR  AMENDMENTS  TO  REVENUE  ACT  OF  1971 

Resulting  total  Revenue 
Tax  Expenditure                                                     Revenue  gain/loss         Effect  on  SFC  bill 

Child  care  deduction -$945  .-$710 

Investment  tax  credit -12,325  -2,325 

Deduction/credit  foi  political  contributions  .  .  .                 -390  -390 

Credit  for  tuition  for  higher  education -2,200  -2,200 

Tax-exempt  industrial  development  bonds ....                 N/A  N/A 

Additional  exemption  for  disabled  taxpayers .  .                 N/A  N/A 

Property  tax  credit  for  the  elderly N/A  N/A 

Allow  investment  tax  credit  and  5-year 

amortization  for  mine  safety  equipment N/A  N/A 


-$15,860  -$5,625 


N/A:  revenue  loss  not  available 


CHART  8b 

REVENUE  EFFECTS  ON  TAX  EXPENDITURES  OF 
SENATE  FLOOR  AMENDMENTS  TO  THE  TAX  REDUCTION  ACT  OF  1975 


Tax  Expenditure 


lulting  Total  Revenue 
gain  or  loss 

Revenue  Effect 
on  SFC  biU 

-$1,700 

-700 

-5.626 

+1  700 

+  1.700 
+30 

-$1,700 

-700 

+10 

+1,700 

+1,700 
+30 

-$4,596 

+$1,040 

Child  care  deduction 

Insulation  credit 

Investment  tax  credit  (including  ESOP) 

Percentage  depletion 

Deferral  of  income  of  controlled 
foreign  corporations 

DISC 
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CHARTSc 

REVENUE  EFFECTS  ON  TAX  EXPENDmjRES  OF 
SENATE  FLOOR  AMENDMENTS  TO  THE  TAX  REFORM  ACT  OF  1976 


Tax  Expenditure 


Resulting  Total 
Revenue  Gain/Loss 


Revenue  Effect  on 
SFCbill 


Maximum  tax 

Child  care  credit 

Sick  pay  exclusion/military  disability 

Capital  gains 

Additional  ITC  for  ESOPs 

Pensions  (employer  and  self-employed) 

Sale  of  residence  by  elderly 

Investment  tax  credit 

State/local  gasoline  tax  deduction 

Depreciation  on  real  estate 

Tax  incentives  for  preservation  of 

historic  structures 

Charitable  deduction 

Retirement  income  credit 

Tax  exempt  bonds 

Benefits  for  Armed  Forces  personnel 

TOTALS 


+$137 

-2,238 

+676 

-99 

-3,440 

-167 

-104 

-16,614 

0 

+113 


-40 

-130 

N/A 

a 

N/A 


+$1^978 

-175 

-1,316 

+2,425 

-150 

-45 

-104 

+118 

-1,672 

•36 


-40 

-19 

N/A 

a 
N/A 


-$21,806 


+$1,065 


a:  revenue  loss  less  than  $5  million  per  year 
N/A:  revenue  loss  not  available 
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Over  the  six  years,  we  found  the*.,  the  Senate  Finance  Com- 
mittee proposed  25  new  tax  expenditures  (10  of  which  were  also 
proposed  by  the  Ways  and  Means  Committee),  while  the  Ways  and 
Means  Committee  proposed  16.   Of  these,  16  became  law  (see  Charts 
9  and  10,  pages  47-48). 

By  contrast,  only  two  tax  expenditures  were  repealed,  and 
three  more  permitted  to  expire. 

Since  most  tax  legislation  has  come  to  the  House  floor  under 
a  closed  rule  or  modified  closed  rule,  the  House  seems  restrained 
in  comparison  to  the  Senate,  where  tax  expenditures  are  freely 
proposed.  For  example,  an  amendment  was  offered  on  the  Senate 
floor  to  allow  a  $1500  deduction  per  year  for  "broadened  stock 
ownership  plans",  which  simply  meant  any  stock  investments  by 
individuals.   The  cost  of  the  amendment  was  estimated  to  be  $300 
million  the  first  year  and  $2.5  billion  over  the  next  five  and  a 
half  years.   In  defense  of  his  amendment,  Senator  Carl  Curtis 
(R.-Neb.)  argued,  "This  is  not  a  spending  proposal.   This  is  per- 
mitting individuals  who  earn  their  own  money  to  save  some  of  it" 
(Cong.  Rec,  August  4,  1976,  S. 13379). 

Interestingly,  the  one  time  the  House  did  have  an  opportunity 
to  offer  amendments  to  a  tax  bill — in  1975 — it  acted  a  lot  like 
the  Senate.   Amendments  to  the  Energy  Conservation  and  Conversion 
Act  were  adopted  to  allow  a  tax  credit  for  purchases  of  electric 
vehicles,  to  increase  the  tax  credit  for  residential  solar  heat, 
and  to  allow  deep  coal  mining  equipment  to  be  amortized  over  a 
60  month  period.   The  House  drew  the  line,  however,  at  giving  a 
tax  credit  for  the  purchase  of  wood  burning  stoves. 
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CHART 9 
SOURCE  OF  NEW  TAX  EXPENDITURES 


Plus 
House- 
Ways  &      House  passed      Senate 
Means        Floor                        Finance     expend.       Floor 
Congress     Comm.      Amend.     Enacted     Comm.     approved    Amend.    Enacted* 


92nd 

4 

_ 

4 

3 

4 

4 

2 

93rd 

4 

— 

1 

— 

1 

— 

— 

94th 

8 

4 

2 

12 

5 

6 

7 

TOTAL 

16 

4 

7 

15 

10 

10 

9 

*Does  not  include  tax  expenditures  approved  by  the  Senate  Finance  Committee  which 
had  previously  passed  the  House. 


387 


-4  3- 


CHARTIO 

NEW  TAX  EXPENDITURES  ENACTED,  1971-1976 

Revenue  loss 

through  FY  78 

Tax  expenditure  in  millions* 


1.  DISC  6,795 

2.  Asset  Depreciation  Range  11,260 

3.  Investment  tax  credit  47,740 

4.  5  year  amortization:  child  care  facilities  25 

5.  Credit  for  employment  of  WIN  and  AFDC  recipients  55 

6.  Earned  income  credit  5,260 

7.  Credit/deduction  for  political  contributions  345 

8.  Deduction  for  Individual  Retirement  Accounts  N/A 

9.  Exclusionof  payments  in  aid  of  construction  of  water/sewer  facilities  26 

o 

10.  Tax  incentives  for  preservation  of  historic  structures 

1 1 .  Exclusion  of  contributions  to  prepaid  legal  services  plans  15 

12.  Investment  credit  for  ESOPs  500 

13.  Expensing  of  removal  of  architectural  barriers  to  the  handicapped  15 

14.  Credit  for  purchase  of  new  home  625 

15.  Investment  credit  for  movie  and  TV  films  N/A 

16.  Deductions  for  Individual  Retirement  Accounts  for  nonworking  spouses  N/A 

TOTAL  872,661 
♦Source;  Department  of  the  Treasury 


1.  revenue  loss  not  available 

2.  revenue  loss  less  than  $2.5  million 
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Just  as  the  hearing  record  of  systematic  review  of  existing 
tax  expenditures  is  sparse,  the  hearing  record  in  support  of  new 
tax  expenditures  is  often  skimpy.   The  deduction  for  prepaid 
legal  services  plans  is  a  case  in  point. 

This  new  expenditure  was  added  by  the  Senate  Finance  Com- 
mittee to  the  Tax  Reform  Act  of  1976.   No  witness  had  testified 
on  it  before  the  bill  was  reported.   One  witness  was  heard  on  the 
provision  when  the  Senate  Finance  Committee  held  three  additional 
days  of  hearings  on  its  version  of  the  bill — while  the  bill  was 
being  considered  on  the  Senate  floor — in  response  to  public  criti- 
cism of  its  procedures. 

The  Committee   report  made  no  detailed  findings  on  the  need 

for  the  deduction: 

The  committee  believes  that  it  is  appropriate  to 
promote  prepaid  legal  services  plans. 

*** 
The  committee  believes  that  excluding  such  employer 
contributions  from  the  employee's  income  will  promote 
interest  in  such  plans  and  increase  the  access  to  legal 
services  for  many  taxpayers  by  encouraging  employers 
to  offer  and  employees  to  seek  such  plans  as  a  fringe 
benefit. 

The  committee  believes  a  tax  incentive,  which  would 
increase  the  availability  of  legal  services,  is  espec- 
ially helpful  to  middle-income  taxpayers  who  at  present 
may  be  the  most  under-represented  economic  group  in 
terms  of  legal  services. 

*** 

The  committee  believes  that  providing  favorable 
tax  treatment  for  group  prepaid  legal  services  plans 
...  will  grant  taxpayers  some  relief  from  the  high 
cost  of  legal  fees  and  will  promote  the  adoption  and 
implementation  of  such  plans  by  many  employers  and 
employees.   (Senate  Finance  Committee,  Report  94-938, 
Part  II,  p.  38-39.) 

The  committee  made  no  findings  that  prepaid  legal  services 
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plans  were  not  being  established  and  if   not,  why  not.   The  only 
finding  it  did  make  was  that  tho  deduction  would  lower  the  tax 
liability  of  some  individuals  and  businesses--an  obvious  point. 

Another  example  is  the  Senate  Finance  Committee's  decision 
to  allow  vessels  constructed  with  capital  construction  funds  to 
be  eligible  for  the  investment  credit.   The  committee  approved  it 
on  the  basis  of  the  testimony  of  two  witnesses  representing  mari- 
time interests.   On  the  basis  of  oral  testimony  which,  when  printed, 
comprised  less  than  six  pag(;3,  and  withcct  a  single  question  asked 
of  the  witnesses,  the  committee  approved  an  $89  million  subsidy. 

The  committee  report  states  that: 

It  is  the  committee's  understanding  that,  in  fact, 
the  funds  set  aside  for  this  purpose  [capital  con- 
struction fund]  since  the  restoration  of  the  in- 
vestment credit  generally  have  been  much  more 
limited  than  was  previously  estimated.  ***  [T]he 
Committee  concluded  that  it  was  undesirable  to  re- 
duce the  incentive  effect  of  the  tax  deferred  con- 
struction fund  by  denying  the  investment  credit  in 
the  case  of  monies  withdrawn  from  this  fund  for 
ship  construction  while  the  investment  credit  is 
available  for  many  other  forms  of  capital  invest- 
ment.  (Senate  Finance  Committee,  Report  94-938, 
Part  I,  p.  197.) 

The  committee  did  not  solicit  an  independent  evaluation  of 

this  provision  before  approving  it.   Its  findings  are  based  on 

the  "me-too"  testimony  of  two  maritime  industry  representatives. 

Further,  its  findings  do  not  indicate  that  the  combined  effect  of 

the  investment  tax  credit  and  capital  construction  fund  deferral 

will  be  an  effective  27%  investment  tax  credit — a  tax  credit  not 

enjoyed  by  any  other  industry.   Incredibly,  when  the  bill  got  to 

the  floor,  an  amendment  offered  to  make  the  credit  retroactive  to 

1969  passed — and,  of  course,  the  cost  of  the  subsidy  went  up. 
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The  Ways  and  Means  Committee,  on  the  other  hand,  held  a  full 
day  of  hearings  on  the  issue.   It  heard  from  12  witnesses,  includ- 
ing representatives  from  the  Administration,  organized  labor,  a 
public  interest  group,  and  an  expert.   Ways  and  Means  decided  that 
the  subsidy  was  not  needed. 

Tax  Credits 

Of  the  16  new  tax  expenditures  enacted  during  1971-76, 
seven  permitted  tax  credits,  one  permitted  the  indefinite  deferral 
of  tax  liability,  four  permitted  rapid  write-offs,  and  four  per- 
mitted a  deduction  or  exclusion  from  income.   Today  tax  credits 
are  clearly  the  most  popular  form  of  tax  subsidy. 

The  investment  credit  has  become  a  favorite  vehicle  for  pro- 
viding special  help  to  certain  taxpayers.   The  Senate  Finance  Com- 
mittee apparently  considered  three  groups  particularly  needy  dur- 
ing its  mark-up  of  the  Tax  Reform  Act  of  1976:  the  maritime  indus- 
try, airlines,  and  railroads. 

Generally,  the  investment  credit  claimed  by  a  taxpayer  may 
not  exceed  50%  of  his  tax  liability  for  the  taxable  year.   For 
the  airlines  and  railroads,  the  committee  proposed  permitting  them 
to  use  the  credit  to  offset  100%  of  their  tax  liability — at  a 
revenue  loss  of  $504  million  for  FY  77-81.   For  the  maritime  in- 
dustry, the  committee  proposed  an  effective  investment  credit  of 
27%,  compared  to  10%  for  all  other  business  taxpayers. 

The  committee's  version  of  the  Tax  Reform  Act  of  1976  re- 
flects a  phenomenon  peculiar  to  its  tax-writing  process.  Once  a 
subsidy  is  enacted  on  a  temporary  basis,  the  temptation  is  to  make 
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it  permanent.   The  investment  credit  is  presently  set  at  a  per- 
manent rate  of  4%  for  utilities  end  7%  for  all  other  businesses. 
The  credit  was  increased  to  10%  for  ail  business  taxpayers  in  the 
Tax  Reduction  Act  of  1975,  and  the  Ways  and  Means  Committee  pro- 
posed extending  the  temporary  increase  through  1980  in  the  Tax 
Reform  Act  of  1976.   The  Senate  Finance  Committee  proposed  a  per- 
manent rate  of  10%  in  the  1975  Act  ar-A   again  in  the  1976  Act. 

This  phenomenon  has  important  effects.   Once  a  tax  expendi-  • 
ture  is  permanent,  it  can  continue  indefinitely  without  any  Con- 
gressional oversight  at  all. 

Tax  Expenditures  and  the  Congressional  Budget  Process 

Although  tax  expenditures  are  the  functional  equivalent  of 
direct  spending  programs,  they  are  not  subject  to  the  same  re- 
straints as  direct  spending  programs  under  the  Congressional  Bud- 
get and  Impoundment  Control  Act.   For  example,  tax  expenditures 
do  not  appear  in  the  budget  resolution  as  a  line  item.   As  a  result 
of  Senator  Russell  Long's  suggestions  to  the  Senate  Rules  and  Ad- 
ministration Committee  during  its  consideration  of  the  budget 
control  bill,  tax  expenditures  are  instead  estimated  in  the  Budget 
Committee's  report  accompanying  the  budget  resolution.   As  a  re- 
sult, estimates  of  tax  expenditures  are  not  subject  to  amendment 
during  the  Senate's  consideration  of  the  budget  resolution. 

Second,  although  tax  expenditures  are  the  operational  equi- 
valent of  entitlement  programs,  tax  expenditures  need  not  be  re- 
ferred to  the  Appropriations  Committees  before  floor  consideration, 
as  entitlement  programs  must  be.   Significantly,  the  Appropriations 
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Committees  are  authorized  by  section  401(b)  of  the  Act  to  report 
entitlement  legislation  referred  to  them  with  an  cimendment  lim- 
iting the  total  amount  of  new  entitlement  authority.   The  Appro- 
priations Committees  cannot  similarly  place  caps  on  the  total 
amount  of  revenues  that  may  be  foregone  as  a  result  of  tax  expen- 
diture legislation. 

The  Tax  Reform  Act  of  1976  precipitated  a  major  battle 
between  the  Senate  Budget  and  Finance  Committees.   The  first  bud- 
get resolution,  which  the  Senate  had  adopted  in  May  of  1976,  set 
revenue  and  spending  targets .   It  directed  that  tax  revenues  be 
reduced  by  $15.3  billion.   The  report  accompanying  the  resolution 
stated  that  figure  anticipated  a  revenue  loss  of  $17.3  billion 
resulting  from  a  continuation  of  the  1975  tax  cuts  through  FY  77 
and  a  revenue  gain  of  $2  billion  through  the  reduction  of  tax 
expenditures,  for  a  net  revenue  reduction  of  $15.3  billion. 

The  Senate  Finance  Committee's  version  of  the  Tax  Reform 
Act  of  1976  reduced  tax  expenditures  by  only  $980  million,  not 
the  $2  billion  called  for  in  the  report  on  the  budget  resolution. 
The  committee  managed  to  reduce  the  revenue,  loss  of  its  bill  by 
extending  the  personal  tax  cuts  only  through  July  1,  1977,  rather 
than  the  full  fiscal  year.   As  a  result,  the  bill  did  meet  the 
$15.3  billion  target  figure. 

According  to  the  Senate  Finance  Committee,  how  it  arrived 
at  the  tax  revenues  target  figure  and  whether  it  complied  with 
the  budget  resolution  report  language  on  full  extension  of  the 
tax  cuts  and  a  reduction  of  tax  expenditures  was  not  important. 
The  Finance  Committee  maintained  it  was  required  to  comply  only 
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with  the  budget  resolution  itself  and  not  the  report. 

The  Budget  Committee  argued  that  there  is  more  to  the  bud- 
get resolution  than  mere  numbers.   Senator  Muskie  argued  that 
the  Senate  had  adopted  not  only  the  figures  contained  in  the  res- 
olution, but  also  the  economic  assumptions  underlying  those  num- 
bers which  were  contained  in  the  report.   As  he  stated. 

One  cannot  responsibly  look  at  those  num- 
bers [in  the  budget  resolution] ,  ...  without 
accepting  the  underlying  economic  policy  be- 
hind them.  *** 

If  one  wants  to  change  the  numbers,  he 
should  change  the  policy.   If  he  changes 
policy,  then  he  has  to  be  prepared  to  accept 
the  consequences  in  terms  of  the  other  num- 
bers.  (Cong.  Rec,  June  18,  1976,  S.9846.) 

There  was  no  disagreement  that  the  Senate  Finance  Committee 
had  literally  met  the  letter  of  the  first  budget  resolution. 
There  was  considerable  debate  as  to  whether  the  Committee  had  vio- 
lated at  least  the  spirit  of  the  budget  resolution  and  the  budget 
process  as  a  whole. 

For  example,  although  the  Senate  Finance  Committee  had 
recommended  limiting  the  tax  cut  extension  to  July  1,  1977,  there 
was  virtually  no  disagreement  among  the  Senators  that  the  Senate 
would  probably  extend  the  tax  cuts  through  the  end  of  the  fiscal 
year,  as  the  Senate  Budget  Committee  had  recommended.   If  the 
extension  did  take  place  at  that  time,  the  Senate  would  be  in  the 
position  of  violating  the  second  budget  resolution,  which  is  bind- 
ing, assuming  that  the  second  budget  resolution's  figures  approx- 
imated those  in  the  first  budget  resolution.   The  Senate  would 
then  have  to  choose  between  raising  taxes  to  pay  for  the  tax  cut 
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(an  unlikely  prospect  because  of  time  pressures) ,  reduce  spend- 
ing programs  (also  unlikely  because  the  Senate  had  already  agreed 
to  spending  figures) ,  or  permit  a  larger  federal  deficit  (the 
likely  result  simply  because  it  was  also  the  easiest) . 

The  Senate  Finance  Committee  used  other  more  disingenuous 
devices  to  meet  the  $15.3  billion  target  figure.   By  juggling 
effective  dates  so  that  revenue-raising  provisions  became  effec- 
tive a  year  earlier  than  revenue-losing  provisions,  the  bottom 
line  met  the  target.   In  other  cases,  what  appeared  to  be  revenue- 
raising  provisions  actually  lost  revenues  in  later  years.   For 
example,  provisions  on  pollution  control  equipment  were  estimated 
to  raise  $52  million  in  FY  77,  but  lose  $275  million  by  FY  81. 
All  told,  its  bill  to  raise  $980  million  in  reform  in  1977  would 
result  in  a  net  revenue  loss  of  $263  million  by  1981. 
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IV.  Recommendations 

The  existing  tax-writing  process  is  arbitrary  and  un- 
disciplined.  The  minimal  oversight  that  is  done  by  the  tax  c'om- 
mittees  occurs  sporadically.   Hearings  are  stacked  with  those 
who  benefit  by  these  tax  preferences .   No  attempt  is  made  to  co- 
ordinate tax  expenditures  with  other  federal  programs  and  policies. 

Three  key  recommendations  flow  from  our  examination  of  the 
tax-writing  process. 

First,  Common  Cause  believes  that  tax  expenditures  must  be 
subject  to  a  Sunset  process.   Once  enacted,  tax  expenditures  gen- 
erally become  permanent  fixtures  of  our  tax  laws.   Presently,  only 
about  10%  of  the  number  of  tax  expenditures  (comprising  3.2%  of  the 
dollars  spent  through  the  tax  expenditure  budget)  are  authorized 
by  tax  provisions  that  are  not  permanent.   That  compares  to  the 
approximately  fifty  percent  of  federal  direct  spending  programs 
that  have  limited  authorizations. 

Further,  the  number  of  items  in  the  tax  expenditure  budget 
increases  in  each  Congress.  Many  more  new  tax  expenditures  are 
added  than  are  existing  ones  removed. 

Sunset  is  simply  a  procedure  by  which  federal  programs 
would  have  to  be  affirmatively  reauthorized  by  Congress  on  a  per- 
iodic basis.   Programs  could  not  continue  indefinitely,  or  perman- 
ently without  Congressional  action.   S.  2,  a  Sunset  bill  cosponsored 
by  59  Senators  and  reported  by  the  Senate  Committee  on  Governmental 
Affairs  in  July  of  1977,  establishes  a  six  year  cycle  for  reauthor- 
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ization.  It  requires  programs  to  be  grouped  for  reauthorization 
by  budget  function,  so  that  Congress  will  be  able  to  look  at  all 
direct  spending  efforts  in  a  given  area  at  the  same  time,  instead 
of  the  piece-meal  basis  on  which  existing  programs  are  reauthor- 
ized. In  addition,  the  bill  would  require  that  before  a  program 
can  be  reauthorized,  the  committees  with  jurisdiction  must  review 
it  and  provide  a  justification  for  its  continuation. 

Coverage  of  tax  expenditures  was  deleted  by  the  committee 
before  it  reported  S.2.  The  bill  presently  would  apply  only  to 
direct  spending  programs. 

Sunset  for  tax  expenditures  would  serve  three  broad  purposes. 
It  would,  for  the  first  time,  force  Congress  to  consider  and  eval- 
uate total  federal  spending  efforts — direct  spending  and  tax  ex- 
penditures— within  specific  policy  areas.   For  excimple,  housing 
tax  subsidies  and  direct  expenditures  for  housing  would  not  be 
considered  separately,  but  at  the  same  time.   As  Treasury  Secre- 
tary Blumenthal  has  stated: 

[A]  review  of  government  support  of  housing  should 
focus  on  whether  the  benefits  distributed  through 
the  tax  system  are  consistent  with  the  priorities 
of  the  total  expenditures  in  the  housing  area,  and 
on  the  best  combination  of  direct  outlays  and  tax 
expenditures  in  meeting  national  housing  policy 
goals.   (Sunset  hearings,  Senate  Governmental  Af- 
fairs Committee,  March  22,  1977,  p.  109.) 

Second,  it  would  force  Congress  to  make  some  evaluation  of 
each  existing  tax  expenditure  and  each  new  tax  expenditure  en- 
acted— an  evaluation  this  study  has  shown  is  not  now  made.   The 
notion  of  evaluating  tax  programs  is  not  new.   The  Mills-Mansfield 
legislation  of  1972  proposed  that  termination  dates  be  placed  on 
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existing  tax  preferences  to  prevent  their  continuation  year  after 
yesr  without  any  Congressional  oversight  or  affirmative  action. 

Finally,  Sunset  would  force  Congress  to  go  on  record  in 
affirmatively  acting  to  continue,  modify,  or  repeal  existing  tax 
expenditures.   Over  $161  billion  could  no  longer  be  spent  over  a 
six  year  period  without  any  Congressional  action  at  all. 

Senators  Glenn,  Muskie,  and  Jackson  have  proposed  an  amend- 
ment to  S.2,  the  Sunset  Act  of  1977,  which  would  include  tax  ex- 
penditures within  the  Sunset  process  (see  Appendix  F,  beginning 
on  page   75,  for  a  summary  and  discussion  of  the  Amendment). 
Their  amendment  requires  the  Ways  and  Means  Committee  and  Senate 
Finance  Committee  to  propose  a  timetable  for  review  of  existing 
tax  expenditures,  which  would  have  to  be  adopted  by  both  Houses. 
It  would  require  every  tax  expenditure  to  have  a  termination  date 
and  mandate  review  and  affirmative  action  by  Congress  before  a 
tax  expenditure  could  be  continued. 

Legislation  (H.R.  10421)  which  has  been  introduced  in  the 
House  by  Rep.  Butler  Derrick  (D.-S.C.)  would  apply  the  review  con- 
cept only  to  future  modifications  of  existing  tax  expenditures 
and  new  tax  expenditures  enacted  after  his  bill  becomes  law.   For 
exeunple,  if  a  tsix  credit,  set  at  a  permanent  rate  of  5%  were  in- 
creased to  7%,  a  new  5  year  authorization  limit  would  apply  to  the 

additional  2%,  but  not  the  5%  rate. 

Second,  the  tax  committees  must  seek  information  about  tax 

expenditures  from  federal  agencies  operating  direct  spending  pro- 
grams in  analogous  policy  areas.   The  Glenn-Muskie-Jackson  amendment 
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mandates  this  coordination  by  requiring  the  appropriate  federal 
agencies  to  comment  upon  relevant  tax  expenditures. 

Tax  expenditures  affect  a  broad  spectrum  of  federal  policy 
objectives:  education,  health,  commerce,  and  housing,  to  name  but 
a  few.   The  Treasury  Department  cannot  be  expected  to  speak  as 
knowledgeably  about  these  areas  as  the  Departments  of  Health, 
Education  and  Welfare,  Commerce,  and  Housing  and  Urban  Development. 
Yet  the  tax  committees  rarely  hear  from  the  federal  agencies  and 
departments  whose  primary  mission  is  to  implement  those  objectives. 
We  found  that  only  13  government  witnesses  from  other  than  the 
Treasury  Department  testified  before  the  Ways  and  Means  Committee, 
and  only  14  before  the  Senate  Finance  Committee. 

Third,  the  Appropriations  Committees  and  the  standing  com- 
mittees of  the  House  and  Senate  with  jurisdiction  over  direct 
spending  programs  should  also  review  tax  expenditures  affecting 
their  areas.   This  is  especially  important  given  the  percentage 
of  the  federal  budget  which  is  spent  through  the  tax  code.   Sen- 
ator Edward  Kennedy  recently  introduced  a  resolution  (S. Res. 326) 
which  would  help  make  the  tax-writing  process  more  rational  and 
which  complements  the  Sunset  process  (see  Appendix  G  beginning  on 
page   77  for  text  of  S. Res. 326).   The  Kennedy  resolution  would 
require  tax  expenditure  legislation  reported  from  the  Senate 
Finance  Committee  to  be  referred  to  the  standing  committee  in  the 
Senate  with  jurisdiction  over  analogous  direct  spending  programs 
and  the  Senate  Appropriations  Committee.   The  standing  committee 
and  the  Appropriations  Committee  would  have  14  days  in  which  to 
make  recommendations  on  the  proposal. 
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The  present  lack  of  analysis  and  communication  by  the 
standing  committees  regarding  tax  committee  proposals  impedes 
any  effort  to  coordinate  federal  efforts  in  a  given  area,  Ken- 
nedy's resolution  would  provide  a  framework  in  which  coordination 
between  direct  spending  and  tax  expenditure  programs  could  occur. 

These  recommendations  by  the  Appropriations  and  standing 
committees  would  give  the  Senate  as  a  whole  an  opportunity  to  as- 
sess tax  proposals  in  light  of  direct  spending  programs,  to 
determine  whether  efforts  in  both  are  complementary  or  conflicting, 
and  to  decide  whether,  taken  together,  they  exceed  the  amount  of 
resources  that  should  be  devoted  to  a  particular  activity. 

The  need  for  greater  coordination  between  standing  committees 
and  the  tax  committees  is  illustrated  by  two  recent  reports  by  the 
Congressional  Budget  Office.   The  first  report  deals  with  real 
estate  subsidies  and  alternatives  to  tax  benefits.   The  report 
was  prepared  at  the  request  of  the  Chairman  of  the  House  and  Sen- 
ate committees  with  jurisdiction  over  housing  and  the  Chairman  of 
the  House  Budget  Committee. 

Although  more  money  is  spent  on  housing  through  the  tax 
code  than  through  direct  spending  programs,  the  report  found  that 
tax  expenditures  were  not  in  all  cases  the  most  efficient  nor  ef- 
fective way  of  encouraging  housing  construction. 

So  long  as  the  bulk  of  federal  housing  efforts  is  run 
through  the  tax  code,  the  impact  of  direct  spending  programs  is 
going  to  be  limited.   If  real  estate  tax  subsidies  are  encourag- 
ing an  inefficient  allocation  of  housing  ifesources ,  then  direct 
spendin  }  v  Lll  have  to  counteract  that  inefficiency.   The  result 
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is  a  stand-off  between  the  tax  and  housing  committees. 

The  Congressional  Budget  Office's  second  report  deals  with 
the  proposed  tax  credit  for  postsecondary  school  tuition.   The 
avowed  purpose  of  the  credit  is  to  help  middle  income  families 
with  cclle'  e-age  children.   The  report  found  that  the  tax  credit 
would  be  an  inefficient  allocation  of  education  resources  because 
a  great  portion  of  the  benefit  v/ould  go  to  faunilies  with  no  dem- 
onstrated need  for  education  assistance.   Significantly,  the  re- 
port was  prepared  at  the  request  of  the  Chairman  of  the  House  Sub- 
committee on  Post-secondary  Education,  Rep.  William  Ford  (D.-Mich.) 

*  *  * 

At  one  time,  the  Ways  and  Means  Committee  and  Senate  Finance 
Committee  probably  just  wrote  laws  to  collect  revenue  for  the 
government.   Their  roles  have  changed.   They  now  write  housing 
programs,  education  programs,  health  programs,  and  energy  programs, 
too.   Their  fingers  are  in  nearly  every  federal  policy  pie;  their 
jurisdiction  is  virtually  limitless. 

Because  the  committees  deal  with  taxes  instead  of  grants, 
loans,  or  regulatory  programs,  they  are  not  subject  to  the  checks 
and  balances  within  the  legislative  branch  itself  that  other 
Congressional  players  are.   They  do  not  deal  with  the  Appropria- 
tions Committee.   They  do  not  communicate  with  the  other  commit- 
tees of  the  House  and  Senate  which  write  the  spending  progrcuns. 
And  for  too  long,  by  using  the  invisible  tax  expenditure  system, 
they  have  advertised  what  must  be  the  only  "free"  lunch  in  town. 
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APPENDIX  A 

ESTIMATES  OF  FEDERAL  TAX  EXPENDITURES 
PREPARED  FOR  THE  COMMITTEE  ON  WAYS  AND  MEANS  AND  THE__  _ 
COMMITTEE  ON  FINANCE  BY  THE  STAFF  OF  THE  JOINT  COMMITTEE  ON  TAXATION 
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Ways   and  Means   Coivimittee 

92nd  Congress 

Tax  Proposals  Affecting  Private  Pension  Plans  (May  8-9,  1971) 
The  President's  New  Economic  Policy  (Sept. 8-17,  1971) 
Tax  Credits  for  Nonpublic  Education  (Aug. 14-Sept. 2 ,  1972) 

93rd  Congress 

General  Tax  Reform  (Feb.5-May  1,  1973) 
Briefing  on  the  Energy  Situation  (Jan.  31,  1974) 
Tax  Treatment  of  Recycling  of  Solid  Waste  (March  20-21,  1974) 
The  President's  5%  Surcharge  Tax  Proposal  and  Other 
Emergency  Tax  Proposals  (Oct. 9-10,  1974) 

94th  Congress 

President's  Emergency  Tax  Proposals  (Jan. 22-30,  1975) 
The  Energy  Crisis  and  Proposed  Solutions  (March  6,  1975) 
The  Tax  Reform  Act  of  1975  (June  23-July  31,  1975) 
President's  October  1975  Tax  Cut  and  Spending  Ceiling 

Proposals  (Oct.  7,  1975) 
Individual  Retirement  Accounts  (Nov.  17,  1975) 
Eligibility  of  Maritime  Capital  Construction  E'und 

Withdrawals  for  the  Investment  Tax  Credit  (Dec.  15,  1975) 
Alternatives  to  Tax-Exempt  State  and  Local  Bonds  (Jan. 21-23,  1976) 
Federal  Estate  and  Gift  Taxes  (March  15-23,  1976) 

H.R.  11920:  Taxation  of  Exchange  (Swap)  Capital  Gains  (March  29,  1976) 
H.R.  1224:  Tax  Treatment  of  Options  to  Buy  and  Sell  Stock, 

Securities  or  Commodities  (April  5,  1976) 

Senate  Finance  Committee 

92nd  Congress 

Child  Care  (Sept.  22-23,  1971) 

H.R.  10947:  Revenue  Act  of  1971  (Oct. 7-18,  1971) 

Work  Incentive  Program  (June  27,  1972) 

93rd  Congress 

Multinational  Corporations  (Feb. 26-March  1,  1973) 
Child  Support  and  the  Work  Bonus  (Sept.  25,  1973) 
Fiscal  Policy  and  the  Energy  Crisis  (Nov.  27-29,  1973,  and 

Jan.  23-29,  1974) 
Stockholders  Investment  Act  of  1974  (Feb.  5-6,  1974) 

Profitability  of  Domestic  Energy  Company  Operations  (Feb. 13-14,  1974) 
Various  Pending  Tax  Increase  Proposals:  Amendments  to  H.R.  8217 

(June  5-11,  1974) 
Growing  Threat  of  a  Domestic  Financial  Crisis  (Aug.  7-8,  1974) 
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94th  Congress 

H.R.  2166:  Anti-Recession  Tax  Cut  (March  5-12,  1975) 
Depletion  Allowance  and  Other  Energy  Related  Amendments  to 

H.R.  2166  (March  17,  1975) 
Capital  Requirements  of  Energy  Independence  (May  7-8,  1975) 
Study  of  the  Business  Tax  Structure  As  It  Affects  Small 

Business*  (June  17-19,  Sept.  23-25,  and  Nov.  13,  1975) 
H.R.  6860:  Energy  Conservation  and  Conversion  Act  of  1975 

(July  10-14,  1975) 
Capital  Requirements  of  the  Housing  Industry:  Proposals  to 

Encourage  Savings  (Oct.  2,  1975) 
Extension  of  Expiring  Tax  Cut  Provisions  (Dec.  9,  1975) 
Tax  Policy  and  Capital  Formation  (Feb.  18-19,  1976) 
Tax  Reform  Act  of  1975  (Mar.  17-Apr.  13,  and  June  20-22,  1976) 
Revision  of  Federal  Estate  Tax  Law  (May  17,  1976) 
Taxation  of  Interest  on  Debt  Obligations  Issued  by  State  and 

Local  Governments  and  on  Withholding  Federal  Income  Tax 

on  Interest  and  Dividend  Income  (June  7,  1976) 


♦Joint  Hearing  with  the  Senate  Select  Committee  on  Small 
Business  and  the  Senate  Finance  Committee  Subcommittee  on 
Financial  Markets 
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For  purposes  of  this  study,  the  list  of  86  tax  expenditures 
identified  by  the  Joint  Coinmittee  on  Internal  Revenue  Taxation 
in  its  May  1977  report  was  used,  with  modifications  as  follows — 
the  excess  of  the  standard  deduction  over  the  low  income  allow- 
ance was  not  included,  since  discussion  of  this  tax  expenditure 
focused  on  either  the  low  income  allowance  or  the  standard 
deduction,  and  not  the  excess  of  the  latter  over  the  low  income 
allowance. 

The  following  expenditures  were  added  to  the  Joint  Committee's 
list:   exclusion  of  gross-up  on  dividends  of  less  developed 
country  corporations,  and  5-year  amortization  of  certain  mine 
safety  equipment.   Neither  was  included  in  the  JCIRT  list  since 
the  former  had  been  repealed  and  the  latter  had  expired  as  of 
that  date. 

The  following  tax  expenditures  in  the  JCIRT  list  were  con- 
solidated for  purposes  of  simplification: 

(1)  depreciation  on  rental  housing  in  excess  of  straight- 
line  and  depreciation  on  buildings  other  than  rental  housing  in 
excess  of  straight-line; 

(2)  deductibility  of  charitable  contributions  (education) , 
charitable  contributions  (health) ,  and  charitable  contributions 
to  other  than  education  and  health; 

(3)  Social  Security  disability  insurance  benefits,  OASI 
benefits  for  retired  workers,  and  Social  Security  benefits  for 
dependents  and  survivors;  and 

(4)  the  nonrefundable  portion  and  refundable  portion  of 
the  earned  income  credit. 
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APPENDIX  D 


CHART  2a 

TAX  EXPENDITURES  ON  WHICH  NO  WITNESSES  TESTIFIED— 
HOUSE  WAYS  AND  MEANS  COMMITTEE,  1971-1976 


Jlevenue  loss 

FY  78 
(in  millions)* 


1.  Deductibility  of  interest  on  consumer  credit 

2.  Credit  for  purchase  of  new  home 

3.  Tax  incentives  for  preservation  of  historic  structures 

4.  Exclusion  of  scholarship  and  fellowship  income 

5.  Parental  personal  exemption  for  students  19  and  older 

6.  Deduction  for  eliminating  barriers  to  the  handicapped 

7.  Exclusion  of  employee  meals  and  lodging 

8.  Credit  for  employing  AFDC  and  WIN  recipients 

9.  Exclusion  of  employer  contributions  for  medical  insurance 

10.  Exclusion  of  railroad  retirement  benefits 

1 1 .  Exclusion  of  workmen '  s  compensation  benefits 

12.  Exclusion  of  special  benefits  for  disabled  coal  miners 

13.  Exclusion  of  premiums  on  accident  and  disability  insurance 

14.  Exclusion  of  capital  gains  on  homes  sales  (for  persons  65  and  older) 

15.  Additional  exemption  for  the  elderly 

16.  Exclusion  of  interest  on  life  insurance  savings 

17.  Exclusion  of  unemployment  benefits 

18.  Exclusion  of  income  of  trusts  to  finance  SUB  benefits 

19.  Exclusion  of  public  assistance  benefits 

20.  Credits  and  deductions  for  political  contributions 

21.  Deferral  of  interest  on  savings  bonds 

22.  Exclusion  of  benefits  to  Armed  Forces  personnel 

23.  Exclusion  of  payments  in  aid  of  water/sewer  facilities 

24.  Exclusion  of  veterans  pensions 
26 .  Exclusion  of  GI  biU  benefits 


$2,120 

a 

b 

295 

770 

10 

300 

15 

6,340 

265 

835 

50 

75 

70 

1,155 

2,025 

1,200 

10 

346 

60 

625 

1.260 

10 

40 

200 


TOTAL 


$18,075 


♦"Estimates  of  Federal  Tax  Expenditures, 
March  14, 1978. 


'  Staff  of  the  Joint  Committee  on  Taxation, 


^expired 

bless  than  $2,500,000 
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CHART  2b 

TAX  EXPENDITURES  ON  WHICH  3  OR  FEWER  WITNESSES  TESTIFIED— 
HOUSE  WAYS  AND  MEANS  COMMITTEE,  1971-1976 

Revenue  loss 
FY  78 
(in  millions)* 

1.  Deductibility  of  certain  items  of  farm  cooperatives  $        315 

2 .  Deductibility  of  property  taxes  on  owner-occupied  homes  4 ,  665 

3.  Deferral  of  capital  gains  on  home  sales  935 

4.  Expensing  of  research  and  development  expenditures  1,480 

5.  Excess  first  year  depreciation  190 

6.  Deductibility  of  nonbusiness  State  gasoline  taxes  760 

7.  5-year  amortization;  child  care  facilities  a 

8.  Maximum  tax  on  personal  service  income  665 

9.  Exclusion  of  contributions  to  prepaid  legal  services  plans  -10 

10.  Investment  credit  for  ESOPs  255 

1 1 .  Exclusion  of  premiiuns  on  group  term  life  insurance  '               905 

12.  Earned  income  credit  1,230 

13.  Deductibility  of  casualty  losses  360 

14.  Deductibility  of  nonbusiness  State  and  local  taxes  8,505 

15.  Capital  gains  treatment  of  certain  timber  income  265 

16.  Capital  gains  treatment  of  royalties  on  coal  and  iron  ore  75 

17.  Exclusion  of  veterans  disability  compensation  i               840 

18.  5-year  amortization:  coal  mine  safety  equipment  b 

19.  Exclusion  of  gross-up  on  dividends  of  LDCCs  b 


TOTAL  $21,455 


•"Estimates  of  Federal  Tax  Expenditures, ' '  Staff  of  the  Joint  Conmiittee  on  Taxation, 
March  14, 1978. 


a 

less  than  $2,500,000 
b 
not  available,  since  tax  expenditure  repealed 
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CHART  2c 

TAX  EXPENDITURES  ON  WHICH  NO  WITNESSES  TESTIFIED— 
SENATE  FINANCE  COMMITTEE,  19711976 


Revenue  loss 

FY  78 
(in  millions)* 


1 .  Deductibility  of  certain  items  of  farm  cooperatives 

2.  Exemption  of  credit  union  income 

3.  Deductibility  of  interest  on  consumer  credit 

4.  Deferral  of  capital  gains  on  homes  sales 

5.  Deductibility  of  nonbusiness  State  gasoline  taxes 

6.  Tax  incentives  for  preservation  of  historic  structures 

7.  Exclusion  of  scholarship  and  fellowship  income 

8.  Parental  personal  exemption  for  students  19  and  older 

9.  Deduction  for  eliminating  barriers  to  the  handicapped 

10.  5-year  amortization— child  care  facilities 

1 1 .  Exclusion  of  employee  meals  and  lodging 

12 .  Exclusion  of  employer  contributions  for  medical  insurance 

13.  Exclusion  of  Social  Security  benefits 

14.  Exclusion  of  railroad  retirement  benefits 

15.  Exclusion  of  workmen's  compensation  benefits 

16.  Exclusion  of  special  benefits  for  disabled  coal  miners 

17.  Exclusion  of  pension  contributions  and  earnings:  employer  plan 

18.  Exclusion  of  premiums  on  group  term  life  insurance 

19.  Exclusion  of  premiums  on  accident  and  disability  insurance 

20.  Exclusion  of  capital  gains  on  home  sales  (for  persons  65  and  older) 

2 1 .  Additional  exemption  for  the  elderly 

22.  Exclusion  of  interest  on  life  insurance  savings 

23.  Exclusion  of  unemployment  benefits 

24.  Exclusion  of  income  of  trusts  to  finance  SUB  benefits 

25.  Exclusion  of  public  assistance  benefits 

26.  Additional  exemption  for  the  blind 

27.  Deductibility  of  casualty  losses 

28.  Credits  and  deductions  for  political  contributions 

29.  Deductibility  of  nonbusiness  state  and  local  taxes 

30.  Deferral  of  interest  on  savings  bonds 

31 .  Exclusion  of  benefits  to  Armed  Forces  personnel 

32 .  Exclusion  of  military  disability  pensions 

33.  Capited  gains  treatment  of  royalties  on  coal  and  iron  ore 

34.  Exclusion  of  veterans  disability  compensation 

35.  Exclusion  of  veterans  pensions 

36.  Exclusion  of  GI  bill  benefits 

37.  5-year  £unortization:  coal  mine  safety  equipment 

38.  Exclusion  of  gross-up  on  dividends  of  LDCCs 


$ 


315 

80 

2,120 

935 

760 

a 

295 

770 

10 

a 

300 

6,340 

5,710 

265 

835 

50 

9,940 

905 

75 

70 

1,155 

2,025 

1,200 

10 

345 

20 

360 

60 

8,505 

625 

1,260 

115 

75 

840 

40 

200 

b 

b 


TOTAL  $46,610 

•"Estimates  of  Federal  Tax  Expenditures, ' '  Staff  of  the  Joint  Committee  on  Taxation, 
March  14,  1978.  _ 

a 

Jess  than  $2,500,000 
t> 
not  available,  since  t£ix  expenditure  repealed 
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CHART2d 

TAX  EXPENDITURES  ON  WHICH  3  OR  FEWER  WITNESSES  TESTIFIED— 
SENATE  FINANCE  COMMITTEE,  1971-1976 


Revenue  loss 

FY  78 
(in  millions)* 


1 .  Capital  gains  treatment  of  certain  ordinary  farm  income 

2.  Expensing  of  certain  capital  outlays  in  farming 

3.  Deductibility  of  mortgage  interest  on  owner-occupied  homes 

4.  DeductibiBty  of  property  taxes  on  owner-occupied  homes 

5.  Expensing  of  research  and  development  expenditures 

6.  Exclusion  of  interest  on  industrial  development  bonds 

7.  Excess  first-year  depreciation 

8.  Credit  for  employing  AFDC  and  WIN  recipients 

9.  Maximum  tax  on  personal  service  income 

10.  Exclusion  of  contributions  to  prepaid  legal  services  plans 

1 1 .  Deductibility  of  medical  expenses 

12.  Tax  credit  for  the  elderly 

13.  Exclusion  of  sick  pay 

14.  Tax  credit  for  corporations  operating  in  U.S.  possessions. 

15.  Capital  gains  treatment  of  certain  timber  income 

16.  Exclusion  of  interest  on  pollution  control  bonds 

17.  Exclusion  of  payments  in  aid  of  water  and  sewer  facilities 


$ 


360 

516 

4,985 

4,665 

1,480 

350 

190 

15 

665 

10 

2,435 

250 

75 

485 

265 

330 

10 


TOTAL         $17,085 


•"Estimates  of  Federal  Tax  Expenditures, ' '  Staff  of  the  Joint  Committee  on  Taxation, 
March  14,  1978. 
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APPENDIX  E  NUMBERS  OF  INTERST  GROUPS  REPRESENTED  BY  WITNESSES 

BEFORE  THE  WAYS  AND  MEANS  COMMriTEE,  92ND,  93RD,  AND  94TH 
CONGRESS,  BY  SPECIFIC  TAX  EXPENDITURE 

State/ 
Other      Trade  Citizen      Local      Members 

Treasury     Govt.       Aarai.     Busineaa     Labor     Experts    Groups     Govt,     of  Cong.      Indiv.    TOTALS 


Exclusion  of  benefits  and  allowances  to 
Armed  Forces  personnel 

Exclusion  of  military  disability  pensions  . 

Exclusion  of  income  earned  abroad  by 
U.S.  citizens 

Deferral  of  income  of  DISCs 

Deferral  of  income  of  controlled  foreign 
corporations 


Special  rate  for  Western  Hemisphere 

Trade  Corporations 

Capital  gains  treatment  of  certain  timber 

income 

Exclusion  of  interest  on  pollution  control 

bonds 

Exclusion  of  payments  in  aid  of  water  and 

sewage  utilities  construction 

6-year  amortization  of  pollution  control 

facilities 

Expensing  of  exploration  and  develop- 
ment costs 

Excess  of  percentage  over  cost  depletion  . 
Capital  gains  treatment  of  royalties  on 

coal  and  iron  ore 

Capital  gains  treatment  of  certain  ordinary 

farm  income 

Expensing  of  certain  capital  outlays  in 

farming 


Deductibility  of  noncash  patronage 
dividends  of  farm  cooperatives 

Exemption  of  credit  union  income  .  .  .  . 

Excess  bad  debt  reserves  of  financial 
institutions 

Mortgage  interest  deduction  on  owner- 
occupied  homes 

Property  tax  deduction  on  owner- 
occupied  homes 


Consumer  credit  interest  deduction  .... 

Credit  for  purchase  of  new  homes 

Deferral  of  capital  gains  on  home  sales    . 

Dividend  exclusion 

Corporate  surtax  exemption  ^  .......  . 

Capital  gains  (not  farming,  timber,  iron 
ore,  coal) 

Capital  gains  at  death 

Depreciation  on  buildings 

Expensing  of  research  and  development 
expenditures 

Exclusion  of  interest  on  industrial 
development  bonds 


Excess  first-year  depreciation 

Expensing  of  construction  period  interest 

and  taxes 

Investment  tax  credit  (ITC) 

Asset  depreciation  range  (ADR) 

5-year  amortization  of  railroad  rolling 

stock 

Deductibility  of  nonbusiness  Stete 


92  93  94 


I     -    1 
-    1     - 


-    1 
1    1 


1  3 
.-  1 
1     - 


2    2    3 
2     1     1 


gasoline  taxes -    1 


Deferral  of  tax  on  shipping  companies  . 
5-year  amortization  for  housing 

rehabilitation 

Tex  incentives  for  preservation  of  historic 

structures 

Exclusion  of  scholarship  and  fellowship 

income 


92  93  94 


1     - 
1     - 


1     1     2 
1     -     - 


92  93  94 


-    2    3 

9    8  17 


11  18 

3  1 
1  1 
-     1 


-    2    4 

1     6    2 


1  - 
1  2 
3    7 


-  14  23 

-  12    7 

-  7    2 

-  2     - 
1     -    2 

-  -     1 


3  1 
30  22  37 
9  19  19 


1     7 
4    2 


92  93  94 


2    7 
2    6 


8    1 
8    4 


2  18 
1     1 


3    6  14 
-    6    6 


-    2 

1     1 


92  93  94 


2     1     1 

-     -     1 


1    1    3 


2    14 
2     1     1 


92  93  94 


3  5  5 

-  £  6 

-  3  1 

-  -  1 


8     - 
8    2 


-  4     - 

-  4     1 


1     - 
1     2 


17  7 
11  6 
6    2 


-    2     1 

2  6  18 

3  7    4 


92  93  94 


-    2     1 
2     1     1 


1     1 
-     1 


5  9 
2  3 
1     1 


92  93  94 


-  -    1 

-  -     1 


92  93  94 


1     1 
-     1 


9     -     1 
4     -     - 


92  93  94 


5    4 
19  17  32 


1  22  30 


1     1 
3     - 


92  93  94 


6    5 

1     2 

■   -    6 


-  18    6 
1  29  14 

-  2     - 

-  6     - 

-  7    2 


3  - 

4  - 

6  2 

3  2 

1  2 


2  ■ 
4    4 

3  7 


1  43  65 

-  29  19 

-  15    5 


-  2     - 

1     -    7 

-  -     1 


5  2 
S2  38  84 
22  34  34 


1  13 
8    4 
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State/ 
Other       Trade  Citizen      Local      Members 

Treasury    Govt,        Assn.    Business    Labor      Experts    Groups     Govt,     of  Cong.      Indiv.    TOTALS 

92  9394  92  93  94  92  93  94  92  93  9492  93  94|929394929394929394929394|92939492  93  94 


Exclusion  of  capital  gains  on  home  sales: 
age  65  or  older 

Additional  exemption  for  the  elderly  .  .  . 

Tax  credit  for  the  elderly 

Exclusion  of  interest  on  life  insurance 
savings 

Exclusion  of  sick  pay 


Exclusion  of  unemployment  insurance 
benefits 

Exclusion  of  income  of  trusts  to  finance 
SUB  benefits 

Exclusion  of  public  assistance  benefits  . 

Additional  exemption  for  the  blind  .... 

Earned  income  credit 


Deductibility  of  casualty  losses  .... 
Exclusion  of  veterans  disability 

compensation 

Exclusion  of  veterans  pensions  .  .  .  . 

Exclusion  of  GI  bill  benefits 

Credits  and  deductions  for  political 

contributions 


Pi^rental  personal  exemption  for  students 

'     age  1 9  or  over 

Deductibility  of  charitable  contributions  .  . 
Credit  for  child  and  dependent  care 

services 

Deduction  for  eliminating  barriers  for  the 

handicapped 

5-year  amortization  on  child-care  facilities 

Credit  for  employment  of  AFDC  recipients 
under  WIN  programs 

Exclusion  of  employee  meals  and  lodging  . 

Maximum  tax  on  personal  service  income 

Exclusion  of  contributions  to  prepaid 
legal  services  plans 

Investment  credit  for  ESOPs 

Exclusion  of  employer  contributions 
for  medical  insurance 

Deductibility  of  medical  expenses 

Exclusion  of  Social  Security  benefits 

Exclusion  of  railroad  retirement  system 
benefits 

Exclusion  of  workmen's  compensation 
benefits 

Exclusion  of  special  benefits  for  disabled 

coal  miners 

Exclusion  of  pension  contributions  end 

earnings:  employer  plans 

Exclusion  of  pension  contributions  and 

earnings:  self-employed  plans 

Exclusion  of  premiums  on  group  term  life 

insurance 

Exclusion  of  premiums  on  accident  and 

disability  insurance 


Exclusion  of  interest  on  State  and  local 

bonds  

Tax  credit  for  corporations  doing  business 

in  U.S.  possessions 

Deductibility  of  nonbusiness  State  and 

local  taxes 

Deferral  of  interest  on  savings  bonds  .... 
5- year  amortization  on  coal  mine  safety 

equipment 

Exclusion  of  gross-up  on  dividends  of 

LDCCs 


13  2     - 

14  13    1 
1     - 


4    6 

2     - 


8    1     - 
7    1     1 


1     -     - 

4     1      - 


3    2 

-    1 


6    5 
6    2     - 


6    6 
1 


1  13    2 

-     1     1 


1     - 

1     1 


6    9 


30  9  - 
37  18  5 
1     - 


-  1     1 

-  1 


3  46    8 
1     1     3 


1    2    3 
3     -     1 


2    6    9 

-     1     9 


1  21  28 
-    4    2 

I     -     - 
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APPENDIX  E  NUMBERS  OF  INTEREST  GROUPS  REPRESENTED  BY  WITNESSES 

CONTINUED       BEFORE  THE  SENATE  FINANCE  COMMITTEE,  92nd,  93td,  AND  94th  CONGRESS, 

BY  SPECIFIC  TAX  EXPENDITURE 

■  staeT 

Other      Trade  Citizen      Local     Membera 


Treasury 
92  93  94 

Govt. 
92  93  94 

Assn. 
92  93  94 

Business 
92  93  94 

Labor 
92  93  94 

Experts 
92  93  94 

Groups 
92  93  94 

Govt. 
92  93  94 

of  Cong. 
92  93  94 

bidiv. 
92  93  94 

TOTALS 
92  93  94 

EzclusioD  of  benefits  aad  allowances  to 

Exclusion  of  income  earned  abroad  by 

U.S.  citizens -     -     - 

-    1     - 

-  -    4 

9    6  18 

-  3  11 

2    2    2 

-  1     - 

-  -     1 

-  -    2 
1     3    2 

-  -    4 

1    2     - 
1     -     - 

6    3     - 
-    2    2 

2     -    1 
-     -    2 

-     -    1 

-  1     2 

-  -    2 

-     -    6 

Deferral  of  income  of  controlled  foreign 

2    7  21 

Special  rate  for  Western  Hemisphere 

Trade  Corporations -     -     - 

Capital  gains  treatment  of  certain  timber 

income -     -     - 

Exclusion  of  interest  on  pollution  control 

bonds -     -     - 

Exclusion  of  payments  in  aid  of  water  and 

2    2    3 

-  1     - 

-  -    2 

-     -     - 

-     -    1 

-     -     - 

-     -     - 

■     -     - 

-     -     - 

e-year  amortization  of  pooUution  control 
facilities -    -    I 

Expensing  of  exploration  and  develop- 

3     -    9 

-  17    3 
-27  16 

-  -    2 

-  -    2 

-  1     - 

-  2    3 

-  8    2 

-     ■    - 

-  2     - 

-  4     7 

-     -    1 

-     -     - 

-  -     1 

-  -    2 
1    2    4 

-     -     - 

3    I  11 
-  23    8 

Excess  of  percentage  over  cost  depletion  .      -    3    1 
Capital  gains  treatment  of  royalties  on 

coal  and  iron  ore -     -     - 

Capital  gains  treatment  of  certain  ordinary 

farm  income 

Expensing  of  certain  capital  outlays  in 

fanning 

Deductibility  of  noncash  patronage 

1  46  31 

-  -    2 

-  -    2 

Excess  bad  debt  reserves  of  financial 

institutions -     -     - 

Mortgage  interest  deduction  on  owner- 
occupied  homes -     -     - 

Property  tax  deduction  on  owner- 
occupied  homes -    -     - 

-     1    3 

-    1    3 

-     -     - 

-     -    - 

-     -     - 

-  -    1 

-  -    1 

■     -     - 

.    1     - 

-     -     - 

-  1    1 

-  -    1 

Credit  for  purchase  of  new  homes •     -     - 

-     -    4 

-     -     ■ 

-    -     - 

-     -     1 

-     -    • 

-     -    - 

-     -     - 

-     -     - 

-     -    6 

-  -     1 

-  -  18 

-  2  16 

-  -     1 

-  -    3 

-  -     1 

-  -     1 

1     3    6 

-  -     1 

-     -    1 

1     -     - 
1     -     - 

-  1     1 

-  -     1 

-  6    3 

-  1     - 

Coiporate  surtax  exemption -     -    3 

Capital  gains  (not  farming,  timber,  iron 

ore,  coal) -     -    1 

Capital  gains  at  death -     -     - 

Depreciation  on  buildings -     -     - 

Expensing  of  research  and  development 

expenditures 

Exclusion  of  interest  on  industrial 

*    -     - 

-     -     1 

-     -24 

-     -    1 

-     1     2 

1     2    3 

-  -    6 

-  -     1 

-     -    2 

-     -    2 

Expensing  of  construction  period  interest 

and  taxes -     -     - 

-     1     3 
23    9  56 
11     7  34 

2     -     1 

2    6  11 
-    3    3 

1     -    2 
1     -     - 

6    3  13 
4    2    7 

-     -    1 
4     -     1 

-     -    1 

8     -    7 
1     1     2 

-     1     5 
46  19  96 

Asset  depreciation  range  (ABR) 1     I    2 

6-year  amortization  of  railroad  rolling 
stork -     -    1 

Deductibility  of  nonbusiness  State 

-     -    - 

2     -    2 

Deferral  of  tax  on  shipping  companies  ...      -     -    1 
6-year  amortization  for  housing 

rehabilitation -     -     - 

Tax  incentives  for  preservation  of  historic 

-    -     - 

1     -    2 
-     -    3 

-     -     1 

-     1     - 

-  -     1 

-  -     1 

-     -    1 

-     -     1 

-     -     - 

1     1     6 
-     -    6 

Exclusion  of  scholarship  snd  fellowship 
income j_  -     - 

.     .    - 

.     _     . 

.     -     . 

.     .     . 

.     .     . 

.    .    . 

.     .     . 

.     .     . 

.     .     . 
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Other 

Govt. 


SUte/ 
Trade  Citizen      Local     Members 

Asan.     Busmess    Labor     Experts    Groups     Gqvt^     ofCon^. 


Treasury 
92  93  94  92  93  94  92  93  94  92  93  94  92  93  94  92 


Parental  personal  exemption  for  students 

age  19  or  over 

Deductibility  of  charitable  contributions  .  . 
Credit  for  child  and  dependent  care 

services 

Deduction  for  eliminating  barriers  for  the 

handicapped 

6-year  amortization  on  child-care  facilities 


Credit  for  employment  of  AFDC  recipients 
under  WIN  programs 

Exclusion  of  employee  meals  and  lodging  . 

Maximum  tax  on  personal  service  income 

Exclusion  of  contributions  to  prepaid 
legal  services  plans 

Investment  credit  for  ESOPs 


Exclusion  of  employer  contributions 
for  medical  insurance 

Deductibility  of  medical  expenses 

Exclusion  of  Social  Security  benefits 

Exclusion  of  railroad  retirement  system 
benefits 

Exclusion  of  workmen's  compensation 
benefits 

Exclusion  of  special  benefits  for  diaabled 

coal  miners 

Exclusion  of  pension  contributions  and 

earnings:  employer  plans 

Exclusion  of  pension  contributions  and 

earnings:  self-employed  plans 

Exclusion  of  premiums  on  group  term  life 

insurance 

Exclusion  of  premiums  on  accident  and 

disability  insurance 


Exclusion  of  capital  gains  on  home  sales: 
age  65  or  older 

Additional  exemption  for  the  elderly  .  .  .  . 

Tax  credit  for  the  elderly 

Exclusion  of  interest  on  life  insurance 
savings 

Exclusion  of  sick  pay 


Exclusion  of  unemployment  insurance 
benefits 

Exclusion  of  income  of  trusts  to  finance 
SUB  benefits 

Exclusion  of  public  assistance  benefits  . 

Additional  exemption  for  the  blind  .... 

Earned  income  credit 


Deductibility  of  casualty  losses 

Exclusion  of  veterans  disability 

compensation 

Exclusion  of  veterans  pensions 

Exclusion  of  GI  bill  benefits 

Credits  and  deductions  for  political 

contributions 

Exclusion  of  interest  on  State  and  local 

bonds  

Tax  credit  for  corporations  doing  business 

in  U.S.  possessions 

Deductibility  of  nonbusiness  State  and 

local  taxes 

Deferral  of  interest  on  savings  bonds  .... 
6-year  amortization  on  coal  mine  safety 

equipment 

Exclusion  of  gross-up  on  dividends  of 

LDCCs 


-  1 

-  1 


Indiv.     TOTALS 
9492939492939492939492  93  94  92  93  94 


1 
15 
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TAX  EXPENDITURES  ON  WHICH  THERE  WERE  RECORDED  VOTES 

IN  THE  HOUSE  WAYS  AND  MEANS  COMMTTTEE.  HOUSE  FLOOR, 

SENATE  FINANCE  COMMITTEE,  AND  SENATE  FLOOR— 

92nd.  93rd,  AND  94th  CONGRESS 


92nd  Congress  93rd  Conyeas  94th  Congress 

WMC     H      SFC       S     WMC     H      SFC       S     WMC     H      SFC       S 


Exclusion  of  benefits  &  allowances  to  Armed  Forces  personnel . 

Exclusion  of  military  disability  pensions 

Exclusion  of  income  earned  abroad  by  U.S.  citizens 

Deferral  of  income  of  DISCs 

Deferral  of  income  of  controlled  foreign  corporations 


Special  rate  for  Western  Hemisphere  Trade  Corporations x 

Capital  gains  treatment  of  certain  timber  income 

Exclusion  of  interest  on  pollution  control  bonds 

Exclusion  of  payments  in  aid  of  water  and  sewage  utilities  construction  . 
5-year  amortization  of  pollution  control  facilities x 

Expensing  of  exploration  and  development  costs 

Excess  of  percentage  over  cost  depletion 

Capital  gains  treatment  of  royalties  on  coal  and  iron  ore 

Capital  gains  treatment  of  certain  ordinary  farm  income 

Expensing  of  certain  capital  outlays  in  farming 


Deductibility  of  noncash  patronage  dividends  of  farm  cooperatives  . 

Exemption  of  credit  union  income 

Excess  bad  debt  reserves  of  financial  institutions 

Mortgage  interest  deduction  on  owner-occupied  homes 

Property  tax  deduction  on  ownernxxupied  homes 


Consumer  credit  interest  deduction  .... 

Credit  for  purchase  of  new  homes 

Deferral  of  capital  gains  on  homes  sales  . 

Dividend  exclusion 

Corporate  surtax  exemption 


Capital  gains  (not  farming,  timber,  iron  ore,  coal) 

Capital  gains  at  death 

Depreciation  on  buildings 

Expensing  of  research  and  development  expenditures  . 
Exclusion  of  interest  on  industrial  development  bonds  . 


Excess  first-year  depreciation 

Expensing  of  construction  period  interest  and  taxes  . 

Investment  tax  credit  (ITC) 

Asset  depreciation  range  (ADR) 

5-year  amortization  of  railroad  rolling  stock 


Deductibihty  of  nonbusiness  State  gasoline  taxes . . . 

Deferral  of  tax  on  shipping  companies 

5-year  amortization  for  housing  rehabilitation 

Tax  incentives  for  preservation  of  historic  structures  . 
Exclusion  of  scholarship  and  fellowship  income 


Parental  personal  exemption  for  students  age  19  or  over  . . . 

Deductibility  of  charitable  contributions 

Credit  for  child  and  dependent  care  services 

Deduction  for  eliminating  barriers  for  the  handicapped  . . . . 
5-year  amortization  on  child-care  facilities 


Credit  for  employment  of  AFDC  recipients  under  WIN  programs  . 

Exclusion  of  employee  meals  and  lodging 

Maximum  tax  on  personal  service  income 

Exclusion  of  contributions  to  prepaid  legal  services  plans 

Investment  credit  for  ESOPs 


Exclusion  of  employer  contributions  for  medical  insurance  . 

Deductibility  of  medical  expenses 

Exclusion  of  Social  Security  benefits 

Exclusion  of  railroad  retirement  system  benefits 

Exclusion  of  workmen's  compensation  benefits 
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92ndCoDgreas  93rdCongreafl  MthCongrcM 

WMC     H      SFC       S    twMC     H      SFC       S     WMC     H      SFC       S 


Eiclusion  of  special  benefits  for  disabled  coal  miners 

Exclusion  of  pension  contributions  emd  earnings:  employer  plans 

Exclusion  of  pension  contributions  and  earnings:  8elf-«mp!oyed  plazia  .  . 

Exclusion  of  premiums  on  group  term  life  insurance 

Exclusion  of  premiums  on  accident  and  disability  insurance 

Exclusion  of  capital  gains  on  home  sales:  age  65  or  older 

Additional  exemption  for  the  elderly 

Tax  credit  for  the  elderly 

Exclusion  of  interest  on  life  insurance  savings • 

Exclusion  of  sick  pay 


Exclusion  of  unemployment  insurance  benefits 

Exclusion  of  income  of  trusts  to  finance  SUB  benefits . 

Exclusion  of  public  assistance  benefits 

Additional  exemption  for  the  blind 

Earned  income  credit 


Deductibility  of  casualty  I 

Exclusion  of  veterans  disability  compensation 

Exclusion  of  veterans  pensions 

Exclusion  of  GI  biD  benefits 

Credits  and  deductions  for  politicsd  contributions 

Exclusion  of  interest  on  State  and  local  bonds 

Tax  credit  for  corporations  doing  business  in  U.S.  posaessiona x 

Deductibility  of  nonbusiness  State  and  local  taxes 

Deferral  of  interest  on  savings  bonds 

5-year  amortization  on  coal  mine  safety  equipment x 

Exclusion  of  gross-up  on  dividends  of  LDCCs 


WMC-Ways  and  Means  Committee;  H— House;  SFC-Senatc  Finance  Committee;  S-Senate_^ 

(Chart  does  not  include  voice  votes  in  the  Ways  and  Means  Committee  on  proposals  that  ultimately  failed,  nor 
any  voice  votes  or  recorded  votes  on  proposals  that  failed  in  the  Senate  Finance  Committee.  See  pp.  11-12.) 
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Additional  Views  of  Senators  Edmund  S.  Muskie,  John  Gixnn, 
Henrt  Jackson,  and  Lee  Metcalp 

In  our  judgment,  the  Committee  should  not  have  deleted  from  the 
reported  bill  the  title  which  would  have  subjected  tax  expenditures 
to  the  discipline  of  sunset  reconsideration.  As  a  result  of  this  deletion, 
the  bill  as  reported  would  allow  a  large  number  of  Federal  programs 
with  significant  budgetary  costs — those  operated  through  the  tax  sys- 
tem— to  continue  indefinitely  without  being  subject  to  periodic  sunset 
review. 

Wlien  S.  2  comes  before  the  full  Senate,  we  intend  to  offer  a  floor 
amendment  to  once  again  make  tax  expenditures  subject  to  the  sunset 
process,  as  did  S.  2  when  it  was  initially  approved  by  the  Subcom- 
mittee on  Intergovernmental  Relations.  We  hope  the  Senate  will  agree 
with  us  that  tax  expenditures  also  should  be  subject  to  the  sunset 
process  and  that  the  Senate  will  reverse  the  Committee  decision  on  this 
most  important  matter. 
What  are  tax  expenditures  f 

Although  found  wtihin  our  tax  system,  tax  expenditures  are  not 
principally  concerned  with  the  "normal"  functions  of  a  tax  system 
wliich  are  to  impose  and  collect  revenues  with  which  to  operate  the 
government.  Rattier,  they  are  special  tax  decisions,  credits,  deferrals, 
and  lower  tax  rates  which  reduce  revenue  collections  in  order  to  fur- 
ther non-tax  goals.  These  non-tax  goals  often  are  similar  or  related 
to  those  of  spending  programs  that  are  subject  to  termination  and 
reauthorization  under  the  bill  reported  by  the  Committee. 

In  effect,  tax  expenditures  are  the  functional  equivalents  of  entitle- 
ment programs.  Both  result  in  subsidization  by  the  Federal  Govern- 
ment of  all  qualifying  persons;  and  both  result  in  increased  Federal 
deficits.  Tax  expenditures  simply  reduce  the  revenues  the  govern- 
ment otherwise  would  have  collected,  while  entitlements  result  in 
outlays. 
Suhstantial  components  of  Federal  ludgetary  policy 

The  Congressional  Budget  Act  requires  an  annual  listing  of  all  tax 
expenditures  and  the  estimated  revenue  losses  associated  with  each  of 
these  provisions.  For  FY  1978,  the  tax  expenditure  budgets  published 
by  the  Joint  Tax  Committee,  the  House  and  Senate  Budget  Commits 
tees,  and  the  Congressional  Budget  Office  list  85  provisions. 

The  revenue  loss  through  tax  expenditures  comprises  the  fastest 
growing  part  of  the  Federal  budget.  In  FY  1967,  the  revenue  loss 
through  these  provisions  was  $35  billion.  In  FY  1978,  the  estimated 
revenue  losses  associated  with  these  provisions  total  over  $124  billion. 
By  comparison,  Congress  approved  an  outlav  target  of  $460.95  billion 
in  the  First  Budget  Resolution  for  FY  1978. 

From  these  figures  it  is  obvious  that  exclusion  of  tax  expenditures 
from  sunset  would  omit  a  significant  segment  of  Federal  budgetary 
costs  from  the  scope  of  this  important  legislation.  This  is  particularly 
significant  since  in  recent  years  Congress  has  been  making  greater 
use  of  the  tax  laws  to  accomplish  non-tax  functions — for  example, 
tlie  myriad  of  new  energy  conservation  tax  expenditures  in  the  energy 
bill  now  emerging  from  the  Ways  and  Means  Committee. 
Sunset  henefits  apply  equally  to  tax  expenditures 

The  salutaiy  effects  of  the  sunset  process  on  spending  programs 
would  apply  equally  to  tlie  application  of  sunset  to  tax  expenditures. 
Both  spending  programs  and  tax  expenditures  should  be  retained  or 
expanded  only  if  they  are  determined,  after  periodic  reviews,  to  be 
efliciently  and  effectively  accomplishing  goals  still  deemed  to  be  ap- 
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propriate  national  policy.  For  example,  if  the  Congress  revdews  Fed- 
eral programs  implementing  national  transportation  policiOvS,  it  is  just 
as  valuable  to  consider  the  various  tax  incentives  and  tax  relief  intended 
to  f  uitlier  transportation  goals  as  it  is  to  review  the  spending  programs 
a  fleeting  transp>ortation.  Indeed,  without  consideration  of  these  tax 
provisions,  tlie  review  of  transportation  policies  would  be  incomplete. 

The  comparability  of  tax  expenditures  and  spending  programs  in 
the  sunset  context  is  clearest  in  the  case  of  a  "refundable"  tax  credit, 
which  is  a  credit  that  qualifying  persons  may  receive  whether  or  not 
they  have  any  tax  liability.  For  budgetary  accounting  purposes,  tlie 
Administration  (but  not  the  Congress)  has  treated  payments  of  credits 
which  reduce  tax  liability  jis  revenue  reductions,  i.e.,  as  tax  expendi- 
tures, while  credit  payments  in  excess  of  the  recipients'  liabilities  have 
been  treated  as  outlays.  These  latter  payments  are  made  under  an 
authorization  which  would  be  subject  to  the  sunset  mechanism,  while 
the  former  payments,  which  provide  identical  benefits,  would  be  ex- 
cluded. This  makes  no  sense  whatsoever. 

Despite  these  compelling  considerations,  the  Committee  voted  to 
delete  the  title  of  the  bill  which  would  have  subjected  tax  expenditures 
to  the  sunset  process.  The  ar^ments  made  for  deletion  of  the  title 
cannot  withstand  careful  scrutiny. 

Sunset  wcnild  not  impede  investment 

First,  it  was  argued  the  threat  of  termination  caused  by  the  applica- 
tion of  sunset  to  tax  expenditures  would  retard  capital  investment  and 
economic  growth  because  it  would  increase  uncertainty  surrounding 
the  tax  treatment  of  investment  expenditures  and  related  income.  This 
argument  seems  to  imply  that  for  the  sake  of  certainty,  tax  laws  af- 
fecting investment  should  be  carved  in  stone  and  not  be  subject  to 
periodic  revision.  It  overlooks  the  important  value  of  periodic  reassess- 
ment to  ensure  that  these  tax  benefits  are  operating  efficiently  are  not 
producing  undesirable  results. 

In  any  case,  so  many  major  political  changes,  economic  changes,  as 
well  as  tax  and  non-tax  law  changes  affecting  investment  have  oc- 
curred in  recent  years  that  as  a  practical  matter  a  relatively  constant 
set  of  investment  factors  no  longer  can  be  assumed  by  businessmen  and 
investors.  Moreover,  the  overall  strength  of  the  economy  and  antici- 
pated sales  projections  are  the  principal  determination  of  investment 
decisions,  rather  than  tax  considerations.  Given  these  factors,  it  is 
unrealistic  to  believe  the  tax  expenditure  sunset  title  would  have  any 
substantial  impact  on  investment  decisions. 

In  recent  years,  an  increasing  number  of  the  most  important  in- 
vestment-related tax  expenditures  have  been  enacted  only  for  limited 
periods.  With  respect  to  these  tax  expenditures,  the  sunset  legislation 
simply  would  regularize  the  review  and  periodic  reassessment  process. 
For  example,  under  current  law  the  following  business  related  tax 
expenditures  have  been  enacted  for  limited  periods,  and  are  sched- 
uled to  expire  during  or  at  the  end  of  the  indicated  years : 

Tax  expenditure:  Year 
Investment  tax  credit  generally  will  revert  from  10  percent  to  7  per- 
cent     1980 

Expanded  corporate  surtax  exemption 1978 

Employment  tax  credit 1978 

ESOP  tax  credit 1980 

Special  investment  credit  treatment  for  railroads  and  airlines , 1982 

Special  investment  credit  treatment  for  utilities 1980 

5-year  amortization  for  low-income  housing  rehabilitation 1977 

Exclusion  for  prepaid  legal  expenses 1981 

Deduction  for  removing  barriers  for  the  handicapped 1979 

Incentives  for  preserving  historic  structures 1981 

5-year  amortization  of  child-care  facilities 1981 

WIN  employment  credit  for  welfare  recipients 1980 

All  but  two  relatively  limited  provisions  in  this  list  were  enacted 
for  the  first  time  in  the  past  three  years.  These  new  tax  expenditures 
constitute  most  of  the  tax  reductions  affecting  business  investment 
enacted  since  1975.  If  none  of  these  temporary  benefits  is  subsequently 
extended,  business  taxes  would  rise  by  over  $8  billion  a  year.  Never- 
theless, the  requirement  that  Congress  must  affirmatiyelj  act  to  extend 
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these  provisions  is  not,  widely  believed  to  be  an  impediment  to  busi- 
ness investment. 

Not  intended  to  raise  taxes  • 

Opponents  also  argued  that  sunset  for  tax  expenditures  would  result 
in  indirect  tax  increases  if  the  tax  expenditures  were  not  uniformly 
continued  after  sunset  reviews.  The  spectre  was  raised  that  sunset 
would  be  a  means  to  raise  taxes  without  requiring  members  of  Con- 
gress to  vote  on  the  record  in  favor  of  these  increases.  However,  a 
general  tax  expenditure  sunset  mechanism  would  be  no  different,  in 
principle,  than  the  now  widely  used  practice  we  documented  above  of 
enacting  specific  tax  expenditures  for  limited  periods  of  time.  The 
mechanism  also  is  no  different  from  the  enactment  in.  recent  years  of 
a  number  of  significant  temporary  general  tax  reductions.  In  all  those 
cases,  taxes  would  rise  if  the  reductions  were  not  extended  at  the  time 
tliey  were  about  to  terminate.  In  all  these  cases,  taxes  theoretically 
would  rise  without  members  of  Congress  being  required  to  vote  for 
a  tax  increase.  However,  in  fact,  no  such  increases  have  resulted. 

As  a  practical  matter,  a  sunset  process  for  tax  expenditures  would  be 
unlikely  to  raise  taxes  on  an  overall  basis.  If  Congress  decided  to  ter- 
minate one  or  more  tax  espendituii-es  as  a  result  of  the  sunset  process, 
it  could  very  well  offset  any  additional  tax  receipts  with  equivalent 
reductions  in  the  general  tax  rate  structure  which  would  benefit  all 
taxpayers. 

Moreover,  there  is  no  meaningful  difference  in  the  way  tax  expendi- 
tures theoretically  could  be  terminated  under  sunset  than  the  way 
entitlement  programs,  such  as  the  food  stamp  program,  could  be  ter- 
minated under  the  sunset  bill  which  the  Oommittee  has  just  rexwrted. 
The  reported  bUl  provides  numerous  safeguards  intended  to  prevent 
the  termination  of  spending  programs  without  recorded  votes.  Simi- 
larly, the  sunset  provisions  for  tax  expenditures  would  have  contained 
similar  safeguards  for  the  same  reason.  Yet  critics  characterized  only 
the  potential  effects  of  sunset  on  tax  benefits  but  not  the  same  poten- 
tial effects  of  sunset  on  spending  programs. 

Upcoming  tax  reform,  does  not  preclude  need  for  sunset 

Opponents  also  argued  that  sunset  for  tax  expenditures  was  either 
urmecessary  or  premature  because  the  Administration  wUl  be  sending 
a  major  tax  reform  initiative  to  the  Congress  in  the  coming  months. 
This  argument  fails  to  take  into  account  a  major  anticipated  benefit 
of  tax  expenditui^e  sujiset,  namely,  that  tax  expenditures  would  be 
reviewed  systematically  in  conjunction  with  spending  programs  hav- 
ing similar  and  related  objectives.  Only  in  this  way  could  the  full 
spectrum  of  Federal  initiatives  affecting  various  policy  areas  be 
reviewed  in  a  meaningful  way. 

Major  tax  reform  legislation  on  the  other  hand  encompasses  many 
different  tax  provisions — some  classified  as  tax  expenditures  and  some 
not.  But  by  and  la;rge,  the  tax  reform  legislation  process  reviews  the 
tax  code  in  isolation  from  related  spending  programs.  On  the  other 
hand,  sunset  for  tax  expenditures  would  result  in  an  important  degree 
of  innovative  coordination  of  reviews  of  both  Federal  tax  expenditures 
and  spending  programs. 

Moreover,  the  widest  ranging  tax  reform  bills  of  recent  years — ^thoge 
of  1969  and  1976 — were  often  criticized  as  the  results  of  attempting 
to  covei-  too  many  substantive  tax  areas  at  one  time.  Sunset  for  tax 
expenditures  would  alleviate  this  shortcoming  by  dividing  all  the  tax 
expenditure  pix)visions  into  manageable  groups,  and  providing  a  sched- 
ule for  their  periodic  review. 

Conclusion 

We  believe  this  brief  review  clearly  indicates  both  the  importance  of 
applying  the  controls  of  the  sunset  process  totax  expenditures,  and 
the  lack  of  substantial  arguments  against  inclusion  of  tax  expenditures 
within  the  sunset  conce^.  We  hope  the  Senate  will  support  a  fully 
balanced  sunset  procedure,  and  that  it  will  vote  to  subject  tax  expendi- 
tui-es  to  the  controls  of  the  sunset  process  when  we  offer  an  amend- 
ment for  this  purpose  during  Senate  consideration  of  this  legislation. 
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APPENDIX  H 


S.  Res.  326 


Resolved,  That  rule  XXVI  of  the  Standing  Rules  of 
the  Senate  is  amended  bv  adding  at  the  end  thereof  the 
following  new  paragraph: 

"4.  (a)  Whenever  the  Committee  on  Finance  reports 
a  bill  or  joint  resolution  which,  as  reported,  contains 
or  extends  one  or  more  tax  expenditure  provisions,  or 
whenever  an  amendment  which  contains  or  extends  one  or 
more  tax  expenditure  orovisions  is  proposed  by  floor 
amendment  on  behalf  of,  at  the  direction  of  or  with  the 
approval  of  the  Committee  on  Finance,  such  bill  or  joint 
resolution  or  such  amendment  shall  be  referred  to-- 

(1)  the  Committee  on  Appropriations,  for  consideration 
of  the  tax  expenditure  provisions  contained  or  extended 

in  such  bill  or  joint  resolution  or  such  amendment;  and 

(2)  each  other  committee  of  the  Senate  which  has 
legislative  jurisdiction  over  the  subject  matter  of  anv 
tax  expenditure  provision  contained  or  extended  in  such 

bill  or  joint  resolution  or  such  amendment,  for  consideration 
of  such  tax  expenditure  provision. 

"  (b)  Each  committee  to  which  a  bill  or  joint  resolution 
or  an  amendment  is  referred  under  subparagraph  (a) ,  shall 
report  it  to  the  Senate,  together  with  its  recommendations, 
within  14  calendar  davs  (or  such  lesser  number  of  davs  as 
the  Senate  mav  order)  after  the  dav  on  which  such  bill  or 
joint  resolution  or  such  amendment  is  referred  to  it.   In 
the  event  that  anv  such  committee  fails  to  report  such 
bill  or  joint  resolution  or  such  amendment  within  the 
specified  period,  it  shall  automaticallv  be  discharged  from, 
further  consideration  of  such  bill  or  joint  resolution  or  such 
amendment. 

"(c)  For  purposes  of  this  paragraph,  the  term  'tax 
expenditure  provision'  means  any  provision  of  the  Internal 
Revenue  Code  of  1954,  or  of  any  other  law,  which  allows  a 
special  exclusion,  exemption,  or  deduction  in  determining 
liability  for  any  tax  or  which  provides  a  special  credit  against 
anv  tax,  a  preferential  rate  of  tax,  or  a  deferral  of  tax 
liability. " 
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THE  SENATE  RUBBERSTAMP  MACHINE:  A  Common  Cause  Study  of  the  U.S.  Senate's 
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SHADOWS  OVER  THE  SUNSHINE  ACT:  A  Common  Cause  Study  of  Federal  Agency 
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WITH  ONLY  ONE  EAR:  A  Common  Cause  Study  of  Industry  and  Consumer  Representa- 
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SERVING  TWO  MASTERS:  A  Common  Cause  Study  of  Conflicts  of  Interest  in  the  Execu- 
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MONEY,  SECRECY,  AND  STATE  UTILITY  REGULATION:  A  Common  Cause  Report  on 
the  AccountabiUty  (of  lack  thereof)  of  State  Public  UtiUty  Commissions  (August  1976) 


These  investigative  studies  are  available  at  cost  ($2.00  each)  by  writing:  Issue  Mail, 
Common  Cause,  2030  M  Street,  N.  W. ,  Washington,  D.  C.  20036. 
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Mrs.  Chisholm.  Thank  you  very  much,  Mr.  Wertheimer. 

You  believe  that  sunset  legislation  has  been  ignored  before. 
What  makes  you  think  at  this  particular  juncture  it  might  move  in 
this  direction? 

Mr.  Wertheimer.  I  think  there  has  been  a  growing  interest  in  it. 
It  hasn't  been  ignored  in  the  sense  that  the  Senate  passed  a  sunset 
bill  overwhelmingly  in  the  last  Congress.  That  happened  at  the  end 
of  the  session  and  it  was  passed  with  the  knowledge  that  the  House 
wasn't  going  to  act  on  it.  The  number  of  cosponsors,  the  interests  of 
this  committee,  and  certainly  what  is  going  on  in  terms  of  the 
politics  of  this  country — set  the  stage  for  this  committee  really  to 
be  able  to  shape  what  is  going  to  be  done. 

Mrs.  Chisholm.  Do  you  believe  that  sunset  legislation  would  tend 
somehow  to  favor  highly  profitable  organized  constituencies? 

Mr.  Wertheimer.  I  think  sunset  legislation  is  designed  on  its 
face  to  be  neutral,  to  allow  for  an  orderly  process  in  which  every- 
one gets  a  fair  share  and  a  fair  chance.  I  think  we  find  in  our 
society  that  powerful  groups  exercise  more  influence  in  the  system 
than  others,  and  that  is  certainly  a  concern  to  a  lot  of  people.  It 
has  been  a  concern  to  our  organization  in  the  way  the  campaign 
finance  system  works  and  in  the  way  other  systems  work. 

I  think  a  number  of  programs  are  already  subject  to  an  authori- 
zation process  as  opposed  to  a  permanent  process.  I  think  we  find 
that  more  of  the  programs  that  don't  necessarily  benefit  the  more 
powerful  may  well  already  be  under  an  authorization  process  while 
the  other  programs  may  be  more  of  a  permanent  nature. 

I  don't  think  one  can  guarantee  anything  with  sunset.  I  think  it 
is  designed  to  provide  for  a  fair  review  of  our  Government  and  how 
it  functions,  and  I  think  it  is  absolutely  needed  today. 

Mrs.  Chisholm.  Chairman  Long. 

Mr.  Long.  Thank  you  very  much. 

Mr.  Wertheimer,  do  you  think  that  we  ought  to  have  a  sunset 
bill  covering  direct  spending  programs  if  it  is  impossible  to  politi- 
cally cover  the  tax  system? 

Mr.  Wertheimer.  We  have  a  lot  of  trouble  with  that.  I  don't 
know  if  I  can  give  you  a  final  answer  this  minute  but  if  I  have  to  I 
would  probably  say  we  would  have  an  awful  lot  of  trouble  support- 
ing a  program  that  simply  covers  direct  spending  because  we  are 
kidding  ourselves. 

I  don't  know  what  the  Ways  and  Means  Committee  would  do. 
They  would  be  meeting  24  hours  a  day  to  consider  tax  credit 
programs.  Almost  the  entire  burden  of  the  weight  of  new  programs 
and  new  approaches  would  shift  to  the  taxpayer,  so  we  would  have 
a  very  difficult  time  supporting  a  sunset  program  that  simply 
covered  direct  spending  programs  and  said  the  taxpayer  should  go 
about  its  business  in  the  way  it  has  been. 

Mr.  Long.  Do  you  see  any  difference  as  a  matter  of  equity  to 
why  we  ought  to  cover  direct  spending  programs  and  not  cover  tax 
programs? 

Mr.  Wertheimer.  I  see  a  difference  of  inequity.  It  is  an  inequity 
to  cover  direct  spending  programs  and  not  tax  programs.  I  think 
the  basic  arguments  that  apply  to  direct  spending  programs  apply 
to  the  tax  system.  The  tax  system  deals  with  too  much  money  in 
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this  country  to  assume  that  it  is  not  part  of  the  way  in  which  the 
Government  decides  to  raise  and  spend  revenues. 

Mr.  Long.  In  your  area  of  expertise  in  your  organization,  which  I 
have  a  great  deal  of  respect  for,  have  you  done  anything  trying  to 
look  at  a  working  schedule  as  to  how  this  would  work  within  the 
legislative  authorization  and  budget  process,  whether  or  not  a 
schedule  could  be  worked  out  where  termination  of  programs  of 
direct  spending  could  be  coordinated  with  the  tax  expenditure  pro- 
grams relating  to  the  same  subject  matter  and  whether  a  schedule 
could  be  developed  that  would  be  meaningful  and  would  be  man- 
ageable that  could  be  operated? 

Mr.  Wertheimer.  We  are  not  in  a  position  to  provide  that 
answer  to  this  committee.  Representative  Long.  I  think  it  can  be 
done.  It  is  a  tough  job.  I  think  it  is  obviously  part  of  the  job  that 
has  to  be  done  before  sunset  legislation  can  be  enacted  into  law. 
We  are  prepared  to  work  with  this  committee,  with  other  commit- 
tees on  that  question. 

We  see  that  as  a  very  tough  challenge  but  as  a  challenge  that 
has  to  be  overcome,  not  a  challenge  that  has  to  be  a  barrier  to 
activity. 

Mr.  Long.  Thank  you. 

Mrs.  Chisholm.  Mr.  Lott. 

Mr.  Lott.  No  questions. 

Mrs.  Chisholm.  Mr.  Derrick? 

Mr.  Derrick.  I  have  no  questions. 

Mrs.  Chisholm.  Thank  you  very  much. 

At  this  time  we  are  going  to  have  Mr.  Mark  Green,  the  director, 
and  Frances  Zwenig,  staff  attorney,  for  Congress  Watch. 

STATEMENTS  OF  MARK  GREEN,  DIRECTOR,  AND  FRANCES 
ZWENIG,  STAFF  ATTORNEY,  PUBLIC  CITIZEN  CONGRESS 
WATCH 

Mr.  Green.  Thank  you.  Public  Citizen  opposes  H.R.  2,  the  sunset 
proposal. 

We  think  like  many  cure-alls  it  looks  better  initially  than  when 
taken.  First,  I  think  it  is  important  to  appreciate  the  political 
context  in  which  this  is  being  considered.  There  is  now  a  vigorous, 
some  would  say  virulent,  anticonsumer,  antienvironment,  antiregu- 
latory  campaign  occurring  in  Washington  and  other  places.  Many 
major  companies  are  engaged  in  a  propaganda  campaign  which 
seeks  less  to  reform  regulation  than  to  abolish  much  of  it. 

This  is  not  to  doubt  the  good  faith  of  many  sunset  proponents, 
who  see  it  as  a  vehicle  of  more  efficient  Government.  But  it  is  at 
the  same  time  necessary  to  appreciate  in  our  view  how  we  think 
sunset  will  ultimately  be  used. 

I  think  actually  a  lot  of  the  political  popularity  of  sunset  is  that 
it  has  merged  good  Government  advocates  and  less  Government 
advocates. 

Second,  Public  Citizen  is  anxious  that  the  current  sunset  propos- 
als would  permit  extinction  by  inaction — even  if  inaction  meant  a 
successful  filibuster,  the  obstruction  on  the  floor  of  either  chamber 
by  a  few  minority  Members,  or  the  veto  of  an  anticonsumer  Presi- 
dent. We  think  it  is  bad  process  and  bad  law.  Now  I  agree  with 
Fred  Wertheimer,  that  theoretically,  it  is  value-free.  But  in  oper- 


423 

ation  we  think  it  will  inherently  discriminate  against  health/safety 
programs  and  in  favor  of  programs  where  business  companies  may 
be  the  beneficiaries. 

Health  safety  programs  often  have  beneficiaries  who  are  unorga- 
nized, not  rich,  diffuse.  Business-supported  programs  often  have 
beneficiaries  who  are  rich,  organized,  and  entrenched. 

It  is  far  more  likely  that  a  Food  and  Drug  Administration,  whose 
beneficiaries  who  don't  hire  Washington  law  firms  or  take  out  full 
page  ads  in  the  national  media,  would  be  more  likely  to  be  sunset- 
ted  than  the  Maritime  Commission,  whose  constituents  are  very 
organized  and  very  powerful,  and  very  resourceful. 

Third,  we  are  anxious  that  sunset  is  a  grandiose  plan  which 
would,  under  H.R.  2,  be  grafted  wholesale  onto  the  Federal  Govern- 
ment without  really  having  a  market  test. 

At  the  State  level  it  has  often  been  shown  it  costs  more  than  it 
saves.  The  workload  could  be  quite  burdensome  to  a  Congress 
which  is  already  quite  burdened.  We  are  surprised  that  individuals 
who  normally  attack  more  layers  of  bureaucracy  would  urge  sunset 
review,  a  citizen  commission  reviewing  sunset,  legislative  veto,  and, 
under  regulatory  reform  proposals,  preliminary  analysis,  final  reg- 
ulatory analysis,  paper  work  review,  productivity  review,  small 
business  review,  judicial  review.  Presidential  intervention. 

One  wonders  whether  this  cures  the  problem  of  bureaucracy  or 
duplicates  it.  We  think  there  are  alternatives  to  correcting  unac- 
countable wasteful  bureaucracy  but  that  sunset  may  well  multiply 
rather  than  fix  it. 

Ms.  ZwENiG.  We  agree  with  Chairman  Long  that  you  have  to 
anticipate  the  probable  effects  intended  as  well  as  unintended.  To 
do  that  you  have  to  look  at  the  few  experiences  there  have  been  at 
the  State  and  Federal  level.  On  the  Federal  level  the  Commodity 
Futures  Trading  Commission  went  through  a  sunset  review  in 
Congress  last  session. 

That  Commission  is  nobody's  favorite.  President  Carter  wanted 
to  reorganize  it  out  of  existence.  The  Chicago  Board  of  Trade  was 
against  its  existence.  The  SEC  and  Treasury  wanted  its  jurisdic- 
tion. After  the  sunset  review  the  Commission  ended  up  with  more 
money,  a  larger  staff,  and  the  same  jurisdiction. 

The  lesson  of  that  is  that  the  agency  profited  by  the  sunset 
review,  hardly  the  intended  effect  of  sunset  proponents. 

On  the  State  level  approximately  half  the  States  have  some  sort 
of  legislation  in  effect  although  no  one  of  the  States  defines  sunset 
in  the  statute. 

The  results  of  that  are  less  than  appealing  also.  You  can  general- 
ize and  say  that  only  a  handful  of  obscure  agencies  have  been 
eliminated,  probably  the  ones  that  would  have  gone  by  the  board 
anyway. 

Some  agencies  actually  were  expanded.  More  money  has  been 
spent  evaluating  the  agencies  than  saved  as  a  result  of  the  sunset 
review.  Colorado  is  the  whipping  boy  in  this  case  but  I  think 
$212,000  was  spent  to  eliminate  $11,000  worth  of  programs,  hardly 
a  good  cost/benefit  result. 

In  addition  to  the  shortfalls  of  sunset  review  at  the  State  level, 
so  far,  the  sheer  enormity  of  the  task  at  the  Federal  level  makes 
analogies  between   the   Federal   and   State   levels   impossible— 39 
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agencies  in  Colorado  is  one  thing.  Thousands  of  programs  in  Wash- 
ington is  quite  another. 

The  final  point  is  that  no  State  has  a  comparable  problem  of 
Senate  filibusters  and  the  tyranny  of  a  minority — 34  Senators  or 
145  House  Members  coupled  with  a  Presidential  veto  that  can  stop 
that  program. 

To  conclude  our  testimony  we  would  like  to  say  that  we  do  see 
some  good  things  in  sunset  and  sunrise  proposals.  We  think  that 
H.R.  65  as  introduced  by  Congressman  Butler  Derrick  does  lay  a 
good  foundation  for  a  responsible  approach  to  better  oversight  be- 
cause it  dovetails  with  the  budget  process. 

We  would  like  to  see  better  oversight.  We  have  long  asked  for 
that.  We  like  the  idea  of  examining  tax  expenditures  and  juxtapos- 
ing those  with  the  programs  for  full  direct  spending. 

We  like  the  idea  of  an  inventory  or  catalog  and  we  would  agree 
with  Common  Cause  that  before  you  can  even  begin  to  think  about 
enacting  legislation  you  have  to  look  at  the  way  the  program  would 
operate  before  you  can  make  a  decision. 

In  conclusion,  we  would  say  that  a  lot  more  spade  work  has  to  be 
done  before  any  legislation  is  to  be  passed.  Right  now  we  think 
that  the  cure  offered  by  sunset  could  be  a  lot  worse  than  the 
disease  is  supposed  to  be. 

[Joint  prepared  statement  of  Mark  Green  and  Frances  Zwenig 
follows:] 

Joint  Prepared  Statement  of  Mark  Green  and  Frances  Zwenig 

Congresswoman  Chisholm  and  members  of  the  subcommittee,  Public  Citizen  ap- 
preciates this  opportunity  to  present  our  views  and  recommendations  on  sunrise 
sunset  legislation  now  before  the  96th  Congress.  Though  we  have  long  been  on 
record  in  opposition  to  action-forcing  mechanisms  contained  in  some  sunset  propos- 
als, we  regard  your  hearings  and  this  debate  as  a  valuable  effort  at  developing 
workable  congressional  oversight  and  regulatory  reform. 

Our  testimony  this  afternoon  will  focus  on: 

1.  Conceptual  problems  with  sunset  legislation. 

2.  The   unworkability  of  sunset  proposals  from   the  vantage   point  of  the 
Congress  and  the  agencies. 

3.  The  costs  of  sunset. 

4.  The  Federal  experience  to  date  with  sunset. 

5.  The  State  experience  with  sunset  and  its  applicability  at  the  federal  level. 

6.  Positive  aspects  of  the  pending  sunrise/set  Proposals. 

IS  SUNSET  reform? 

We  think  not.  Before  Congress  plunges  headlong  into  a  discussion  of  the  mechan- 
ics of  H.R.  65  or  H.R.  2,  we  think  it  is  critical  to  ask  and  have  considered  two 
questions: 

1.  What  failures  of  Government  impel  people  to  embrace  a  concept  like 
sunset?  and 

2.  Will  sunset  approaches  correct  those  failures? 

One  cannot  discuss  sunset  proposals  isolated  from  the  business  and  political 
environment  that  gave  rise  to  them.  We  are  all  familiar  with  the  litany  of  supposed 
Government  failures:  over-regulation  by  Government  agencies;  too  much  redtape 
and  bureaucrats;  the  public's  general  disillusionment  with  Government.  No  doubt 
there  is  some  merit  to  the  charge  that  Government  regulation  is  often  wasteful  and 
unaccountable.  Indeed,  Public  Citizen  has  produced  several  books  this  decade  which 
criticize  the  performance  of  much  regulation:  The  Monopoly  Makers;  Thp  Interstate 
Commerce  Commission;  Water  Lords;  Vanishing  Air;  The  Chemical  Feast.  We  ac- 
tively supported  the  revamping  of  the  Civil  Aeronautics  Board's  mandate  and  we 
are  proponents  of  trucking  deregulation. 

But  for  some,  sunset  legislation  is  a  thinly  disguised  means,  not  to  eliminate 
Government  inefficiency,  but  to  eliminate  vital  Government  health  and  safety  pro- 
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grams.  Many  regulated  companies,  for  example,  are  engaged  in  a  massive  propagan- 
da campaign  to  smear  Federal  consumer  and  environmental  regulation.  A  flood  of 
corporate  advertisments,  speeches,  and  annual  reports  emphasizes  one  theme — 
there's  too  much  "overregulation"  and  "big  government."  Dow  Chemical,  Reynolds 
Tobacco,  the  American  Enterprise  Institute,  the  Business  Rountable,  and  others 
conduct  lavish  studies  indicating  the  alleged  costs  of  Federal  regulation— not  the 
benefits,  just  the  costs.  (The  Roundtable's  study  alone  cost  about  200  times  the 
entire  budget  of  Public  Citizen's  Congress  Watch.)  The  regulatory  costs  include  such 
"onerous"  tasks  as  the  paperwork  required  to  obtain  investment  tax  credits  and 
loan  guarantees.  Gould,  Inc.,  among  others,  runs  advertisements  in  national  media 
with  the  Statue  of  Liberty  hanging  from  a  noose  strung  by  Washington — the  point, 
presumbly,  is  that  one  of  our  basic  freedoms  is  the  freedom  to  pollute.  Gould  is 
understandably  unhappy  with  Federal  regulation;  it  paid  the  highest  court-imposed 
fine  ever  for  the  destruction  of  wildlife,  a  fact  omitted  from  its  advertisements. 
Producers  spend  millions  to  argue  why  FDA  reduces  productivity;  victims  of  danger- 
ous drugs  do  not  take  out  national  advertisments  decribing  their  plight.  The  result 
is  a  one-sided  public  debate. 

We  do  not  mean  in  any  way  to  doubt  the  good  faith  of  sunset  proponents.  They 
realize,  as  do  we,  that  Government  programs  can  survive  the  problems  they  were  to 
address,  and  become  wasteful,  bloated  and  irrelevant.  But  we  cannot  ignore  the  fact 
that  much  of  the  public  sentiment  behind  sunset  is  a  wholesale  attack  upon  Wash- 
ington. If  an  over-ambitious  sunset  proposal  is  enacted,  it  could  be  invoked  in  ways 
to  intimidate  or  abolish  "people  programs" — those  protecting  consumer  health  and 
safety  or  human  rights — rather  than  business  programs — the  Federal  maritime 
subsidy,  for  example. 

Due  to  powerful  corporate  opposition,  these  "people  programs"  often  require  a 
catastrophe  or  prolonged  gestation  to  come  into  existence.  Tough  food  and  drug  laws 
were  passed  only  in  the  wake  of  the  1938  elixer  sulfanilamide  and  1962  thalidomide 
tragedies;  the  struggle  to  create  an  Agency  for  Consumer  Protection  has  gone  on  for 
8  years.  The  extinction  of  consumer  offices  should  not  depend  on  a  successful 
filibuster  or  a  presidential  veto.  Opponents  of  these  social  programs — needing  only 
145  House  votes  or  34  Senate  votes  to  sustain  the  veto  of  a  Ford-like  President — 
would  have  undue  leverage  over  the  content  of  fundamental  programs.  It  should  not 
be  so  easy  to  scuttle  what  took  so  much  deliberation  to  create. 

As  Sierra  Club  official  Carl  Pope  observed:  "By  the  end  of  Gerald  Ford's  unelected 
term  in  office,  under  some  sunset  proposals,  we  would  have  lost  the  Clean  Air  Act, 
the  Clean  Water  Act,  OSHA,  and  possibly  NEPA  (National  Environmental  Policy 
Act).  Each  of  these  would  have  been  up  for  review,  and  none  would  have  been 
signed  by  the  President  in  effective  form." 

The  reason  has  to  do  with  the  nature  of  constituencies.  Human  welfare  programs 
usually  have  diffuse  and  unorganized  constituents:  welfare  mothers;  consumers  of  a 
dangerous  drug;  or  workers  who  may  lose  an  eye.  Indeed,  many  beneficiaries  of 
human  welfare  programs  are  unaware  of  their  status.  The  10,000  people  who  this 
year  did  not  die  because  of  the  National  Highway  Traffic  Safety  Administration 
would  make  a  large,  intense  and  effective  lobby  if  they  could  be  organized — but  of 
course  they  cannot. 

SUNSET   IS   UNWORKABLE 

The  size  of  the  task  is  enormous.  And  there  is  not  even  agreement  on  what  the 
size  is.  The  Office  of  Management  and  Budget  talks  about  3,000  to  4,000  programs. 
Last  year  the  Senate  Governmental  Affairs  Committee  table  of  Federal  programs 
listed  1,250.  The  Senate  Rules  Committee  estimated  there  could  be  50,000  programs. 

There  is  not  even  agreement  on  what  a  working  definition  of  a  "program"  is.  At 
the  very  minimum,  it  would  be  essential  to  establish  a  catalog  or  inventory  of 
Federal  programs  called  for  in  H.R.  65  and  H.R.  2  as  an  absolute  prerequisite  for 
any  discussion  about  how  to  organize  an  effective  review  procedure. 

Yet  much  of  what  titles  V  and  VI  of  H.R.  2  ask  the  President  to  do  can  be 
accomplished  presently  without  legislation,  either  through  the  powers  under  the 
Reorganization  Act  Amendments  of  1977  or  through  internal  agency  reforms.  Thus 
the  sole  benefit  to  be  derived  from  a  procedure  such  as  this  is  to  require  that  the 
President  undertake  such  a  review  and  to  require  that  agencies  having  related 
functions  be  reviewed  at  the  same  time.  The  preliminary  question  that  must  be 
answered  is,  will  these  provisions  result  in  a  more  effective  review,  given  the 
enormity  of  the  task  (Cf  Bowman  Cutter's  testimony  before  this  committee  on  May 
23,  1979),  and  given  the  fact  that  such  a  project  has  never  been  attempted  before  for 
one  or  two  agencies,  let  alone  for  the  number  of  agencies  involved  in  H.R.  2?  It  may 
be  wiser  to  enact  legislation  providing  for  an  experiment  to  see  if  the  mechanisms 
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and  timetables  are  workable,  without  setting  in  motion  a  process  for  all  agencies 
which  is  unproven  and  may  result  in  enormous  expenditures  with  relatively  little 
benefit. 

The  evaluative  duties  imposed  and  the  methodology  for  evaluation  are  untried. 
Each  of  the  agencies  named  to  sort  out  parts  of  the  puzzle,  the  Office  of  Manage- 
ment and  Budget,  the  General  Accounting  Office,  and  the  Congressional  Budget 
Office,  appeared  before  this  committee  2  weeks  ago.  The  officials  who  testified  all 
lauded  the  goals  of  the  legislation,  but  passed  the  buck  on  assuming  the  evaluation 
duties.  Could  they  be  telling  us  something?  0MB  does  not  want  to  have  any  new 
duties  imposed.  The  GAO  believes  that  the  executive  agencies  must  assume  the 
primary  responsibility  for  collecting  program  information  and  performing  the  re- 
quired analyses.  The  CBO  believes  that  H.R.  2  imposes  duties  that  are  beyond  the 
scope  of  its  present  resources  and  not  directly  related  to  its  principal  mission  of 
providing  budgetary  information  to  the  Congress. 

It  is  probably  valid  to  place  the  major  responsibility  for  program  analysis  on  the 
agencies  themselves,  since  they  possess  the  program  information  and  GAO  and  CBO 
are  technical  agencies  without  the  authority  to  make  policy  judgments.  Yet  an 
agency  that  must  defend  its  existence  would  probably  devote  a  sizeable  amount  of 
resources  to  that  task,  and  thereby  detract  from  its  ability  to  carry  out  its  own 
mandate. 

Even  if  an  adequate  methodology  for  evaluation  could  be  devised,  and  the  agen- 
cies could  self-evaluate  without  any  cost  to  their  mandates,  would  the  Congress  have 
time  to  consider  the  results  of  the  process  in  a  meaningful  way?  As  it  is.  Members 
of  Congress  are  so  busy  that  a  recent  House  poll  found  that  Members  were  able  to 
use  only  an  average  of  11  minutes  a  day  for  reading.  Senator  Thomas  F.  Eagleton 
(D-Mo.)  recently  observed,  "I  hear  my  colleagues  mutter  about  how  we  Senators  are 
becoming  captive  creatures  of  our  burgeoning  office  and  committee  staffs;  with 
sunset,  'burgeoning'  may  well  become  'bloated.'  "  The  real  danger  and  irony  of  an 
overinclusive  sunset  law  is  that  agencies  might  be  routinely  recreated  because  of  a 
lack  of  time  for  meaningful  deliberation. 

THE  COSTS  OF  SUNSET 

A  recent  GAO  estimate  puts  the  cost  of  implementing  H.R.  2  at  $100  million.  H.R. 
65,  since  it  utilizes  mechanisms  which  are  already  in  place,  can  supposedly  be 
implemented  at  substantially  less  cost.  That  is  the  sum  total  of  the  information  we 
have  found  on  the  costs  of  sunset.  It  is  amazing  that  in  this  cost-conscious  Congress, 
so  many  people  have  embraced  a  Government  program  that  has  no  clear  methodolo- 
gy, would  create  many  new  layers  of  bureaucracy,  and  has  unknown  costs.  Indeed,  a 
forthcoming  article  in  the  Washington  Monthly  on  sunset  of  State  agencies  indi- 
cates that  State  expenditures  have  outstripped  State  savings. 

THE   FEDERAL   EXPERIENCE   WITH   SUNSET 

History  tells  us  that,  with  a  few  notable  exceptions.  Federal  programs  are  just  not 
terminated.  The  two  recent  exceptions  which  come  to  mind  are  the  Office  of  Eco- 
nomic Opportunity  and  the  Renegotiation  Board,  the  terminations  of  which  illus- 
trate our  earlier  point  that  agencies  with  unorganized  constituencies  (the  poor  and 
the  taxpayer)  lose  out  to  Presidents  like  Nixon  and  special  interests  like  the  defense 
industry.  In  a  1976  study  for  the  Brookings  Institution  entitled  "Are  Government 
Organizations  Immortal?"  Herbert  Kaufmann  sampled  421  Federal  Government 
agencies  and  found  that  only  27  had  gone  out  of  existence  since  1923. 

Consider  also  the  executive  and  congressional  handling  of  the  sunset  provision  of 
the  Commodity  Futures  Trading  Commission  (CFTC).  When  the  Congress  began  the 
sunset  review  of  CFTC,  the  agency  was  3  years  old  with  a  reputation  for  inefficien- 
cy. President  Carter  wanted  to  reorganize  it  out  of  existence.  The  Chicago  Board  of 
Trade  supported  the  return  of  its  authority  to  the  Agriculture  Department.  The 
SEC  and  the  Department  of  the  Treasury  asked  for  parts  of  its  jurisdiction.  Several 
months,  hours  and  hours  of  Senate  and  House  time  passed.  Almost  800  pages  of 
information  were  compiled.  The  results  of  the  review  were:  (a)  no  changes  in  the 
jurisdiction;  (b)  the  chairman  is  now  subject  to  removal  by  the  President;  (c)  a  10 
percent  increase  in  the  CFTC  budget;  and  (d)  an  11  percent  increase  in  staff 
authorization. 

The  lessons  of  this  experience  are  many.  Weak  agencies  are  not  eliminated.  The 
Iron  Triangle  of  the  agency,  committees  and  interest  groups  are  strengthened. 
Businesses  decide  to  support  the  devils  they  know  rather  than  take  a  chance  on  new 
ones.  The  committees  which  created  the  programs  get  very  defensive  about  discon- 
tinuing them.  It  is  hard  for  committees  and  their  staff  to  master  the  technical 
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details  in  enough  depth  or  enough  time.  There  is  fierce  interagency  competition 
over  the  projected  remains  of  the  about-to-be-sunsetted  agency. 

A  valid  conclusion  to  be  drawn  from  the  Federal  sunset  experience  to  date  is  that 
an  agency  will  use  the  sunset  process  to  improve  its  position — not  the  intended 
result  of  sunset  proponents. 

THE   STATE   EXPERIENCE   WITH   SUNSET 

Almost  half  of  the  States  have  approved  some  sort  of  sunset^  laws  in  the  last  3 
years.  Although  8  of  them  have  incorporated  the  word  "sunset"  into  the  statutory 
titles,  not  one  of  the  24  States  has  defined  the  word  "sunset."  State  sunset  laws  are 
as  varied  as  the  50  State  governments:  they  range  from  governmentwide  coverage  to 
coverage  of  just  regulatory  agencies  to  coverage  of  selected  programs  and  boards. 
It  has  been  a  short  3  years  since  the  first  statute  went  into  effect  in  Colorado,  but 
it  is  fair  to  conclude  that  the  successes,  even  judged  in  the  context  of  a  State  level, 
have  been  mixed  at  best.  In  Colorado,  where  the  sunset  law  covers  the  State's  39 
regulatory  agencies,  13  agencies  were  up  for  review  the  first  year.  But  only  three- 
boards  that  regulated  boxing,  licensed  sanitarians,  and  certified  shorthand  report- 
ers—were eliminated.  The  State  agencies  that  licensed  barbers  and  beauticians  were 
combined.  Decisions  on  the  most  powerful  agencies  up  for  review— the  Division  of 
Insurance  and  the  Public  Utilities  Commission— were  delayed  for  a  year  because  the 
lawmakers  said  they  did  not  have  time  to  study  them  fully.  The  Division  of  Insur- 
ance then  made  a  case  for  more  money  and  staff  members  to  regulate  the  industry. 
As  a  result,  a  State  audit  urged  the  legislature  to  boost  the  Division's  budget  by  $1 
million.  The  debate  prompted  lawmakers  to  reduce  the  agency's  workload  by  dere- 
gulating much  of  the  State's  insurance  business.  In  addition,  the  legislature  created 
a  board  with  a  $33,000  budget  to  review  the  insurance  agency's  decisions. 

The  audits  for  all  this  cost  $212,300— or  almost  20  times  the  $11,000  a  year  the 
State  expects  to  save  as  a  result  of  the  cutbacks  approved  by  the  legislature.  One 
could  easily  conclude  from  Colorado's  and  other  first  experiences  that: 

Only  a  handful  of  obscure  agencies  have  actually  been  eliminated— ones  that 
would  probably  have  gone  by  the  board  without  sunset  review. 

As  a  result  of  the  sunset  process,  some  agencies  have  actually  been  expanded. 

More  money  has  been  spent  evaluating  the  agencies  than  saved  as  a  result  of 
the  reviews. 
Obviously,  no  one  can  oppose  merging  the  boards  for  cosmetologists,  and  barbers. 
Sunset  has  proved  useful  at  some  levels  in  some  State  governments.  But  to  make 
the  leap  of  faith  to  the  national  level,  on  the  basis  of  State  sunset  experience,  is  not 
justified.  In  addition  to  the  shortfalls  of  sunset  review,  the  sheer  enormity  of  the 
task  at  the  Federal  level  makes  impossible  any  direct  analogies.  39  agencies  in 
Colorado  is  one  thing;  hundreds  if  not  thousands  in  Washington,  D.C.  quite  another. 
Finally,  no  State  has  the  comparable  problem  of  Senate  filibusters  and  the  tyranny 
of  the  minority  teamed  with  an  unfriendly  President  who  exercises  a  veto. 

PROMISING   ASPECTS   OF   THE   SUNRISE/SET   PROPOSALS 

Public  Citizen,  as  indicated,  does  believe  that  Federal  agencies  need  substantial 
reform.  Among  options  for  reform  would  be  a  sunset  proposal  that  provokes  an 
efficient  review  of  agency  or  program  performance  and  that  avoids  the  guillotine 
approach  of  some  versions  of  sunset. 

The  "Legislative  Oversight  Act"  introduced  by  Congressman  Butler  Derrick  (D- 
S.C.)  lays  a  foundation  for  a  responsible  and  workable  method  of  mandating  congres- 
sional oversight  of  Federal  programs.  The  Derrick  bill  ties  the  oversight  and  review 
process  to  the  authorization  of  new  programs  and  tax  expenditures  and  to  the 
reauthorization  of  existing  programs  and  tax  expenditures.  This  type  of  analysis  is 
especially  important  in  the  area  of  tax  expenditures— which  are  commendably 
included  in  both  H.R.  65  and  H.R.  2. 

Congress  would  get  a  distorted  picture  of  Government  performance  if  it  were  to 
undertake  legislative  oversight  of  Federal  programs  without  considering  their  sym- 
biotic relationship  with  tax  expenditures.  It  is  almost  a  truism  that  any  Federal 
spending  program  can  be  structured  either  as  a  direct  spending  program  or  as  a 
"tax  spending"  program.  An  example  is  the  recent  congressional  debate  over  choos- 
ing between  Federal  educational  grants  and  tuition  tax  credits. 

Federal  law  now  contains  almost  100  separate  tax  expenditure  programs,  vvhich 
are  listed  annually  in  the  tax  expenditure  budget.  Tax  expenditures  are  found  in  all 
of  the  budget  categories  into  which  direct  spending  programs  are  divided— in  some 
cases,  the  dollar  amount  of  tax  expenditures  is  equal  to,  or  exceeds,  the  amount  for 
direct  spending  programs  in  the  same  budget  function.  For  fiscal  year  1980,  Federal 
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revenues  spent  through  the  tax  laws  will  total  approximately  $150  billion,  while 
direct  expenditures  will  total  approximately  $550  billion  under  the  so-called  current 
services  budget. 

Each  item  in  the  tax  expenditures  budget  should  be  reviewed  to  determme  its 
priority  compared  to  the  direct  spending  programs  in  the  same  budget  category  that 
are  candidates  for  legislative  review. 

We  doubt  that  many  tax  expenditures  can  withstand  the  type  of  scrutmy  mandat- 
ed by  this  bill.  Analysis  will  show  that  many  loopholes  are  an  inefficient  way  of 
allocating  Federal  resources,  benefit  primarily  wealthy  individuals  and  large  corpo- 
rations, and  add  needless  complications  to  the  tax  laws. 

In  mandating  more  effective  oversight,  the  Derrick  bill  avoids  artificial  time 
limits  and  thereby  does  not  permit  a  minority  to  hold  a  program  hostage.  H.R.  65 
does  not  establish  a  fixed  and  arbitrary  schedule  for  the  review  of  programs.  Rather 
it  dovetails  with  the  authorization  schedules.  Perhaps  most  importantly,  the  Derrick 
bill  assures  that,  for  each  Government  program,  there  exists  a  clear  list  of  objectives 
and  planned  annual  accomplishments.  This  list  will  provide  a  much  needed  bench- 
mark for  evaluation. 

The  Derrick  bill  does  not  at  this  time  cover  all  permanent  authorizations,  al- 
though it  was  established  in  testimony  that  many  if  not  all  of  the  permanently 
authorized  programs  either  will  come  up  for  review  as  a  matter  of  the  amendment 
process.  Some  projection  on  this  likelihood  is  necessary  before  any  additional  legisla- 
tive language  is  added.  With  this  likelihood,  the  Derrick  bill  is  vastely  superior  in 
coverage  to  that  of  H.R.  2,  which  exempts  some  48  percent  of  Government  pro- 
grams. 

Although  Public  Citizen  does  not  endorse  every  part  of  the  H.R.  65,  we  do  believe 
it  represents  a  major  step  towards  a  real  requirement  of  meaningful  oversight 
without  the  pitfalls  of  the  other  sunset  proposals. 

Instead  of  spending  4  years  discussing  how  to  carry  out  meaningful  oversight,  the 
Congress  should  begin  the  task  and  utilize  already  existing  mechanisms  of  termina- 
tions, adjustment,  or  expansion.  Congress  already  has  the  power  of  oversight- 
through  the  authorization,  appropriations,  or  legislative  process  of  amending  agency 
structure  or  substance.  It  now  needs  the  will  to  exercise  that  power.  H.R.  65  is  a 
useful  step  in  this  direction.  A  workable  regulatory  reform  bill  such  as  S.  262— with 
regulatory  impact  statements,  periodic  reviews  of  past  regulations,  compliance  re- 
ports, public  participation  programs— is  another  route  to  the  goal  of  effective  and 
accountable  bureaucracy.  Senator  Edward  Kennedy's  (D-Mass.)  "sunset"  proposal 
has  problems  but  is  worthy  of  your  consideration;  he  would  establish  a  Presidential 
commission  to  recommend  annually  whether  agencies  up  for  review  that  year 
should  be  eliminated,  amended,  or  left  as  is;  through  discharge  and  point  or  order 
motions,  the  floor  of  each  Chamber  would  have  to  vote  on  these  (or  committee) 
recommendations;  if  both  Houses  agreed  to  abolish  or  reform  an  agency  and  the 
President  signed  the  bill,  a  form  of  sunset  review  would  have  occurred. 

But  a  sunset  proposal  such  as  H.R.  2,  which  could  extinguish  programs  by  con- 
gressional inaction,  would  graft  on  an  untested  and  dangerous  concept  to  all  Gov- 
ernment regulation.  It  is  a  cure  perhaps  worse  than  the  disease  and  a  concept  far 
more  appealing  rhetorically  than  practically.  It  would  be  a  sad  commentary  on 
Washington  if  "sunset"  which  promises  so  much  ends  up  delivering  more  redtape, 
more  bureaucracy  and  more  public  cynicism. 

Mrs.  Chisholm.  Thank  you  very  much. 

Your  testimony  seems  to  indicate  opposition  to  most  of  the  mech- 
anisms that  we  used  to  enforce  sunset  legislation.  Yet,  you  and 
your  partner  seem  to  be  generally  supportive  of  the  thrust  of  H.R. 
65.  Is  that  correct?  You  seem  to  be  supporting  that  thrust  in  H.R. 
65. 

How  does  the  approach  contained  in  H.R.  65  prevent  minority 
from  holding  a  program  as  hostage? 

Ms.  ZwENiG.  There  is  no  action  forcing  mechanism  in  H.R.  65. 
There  is  no  reward  for  inaction.  H.R.  65  requires  that  there  be 
certain  criteria  incorporated  in  the  authorization  and  those  criteria 
are  necessary  for  evaluating  whether  or  not  a  program  would 
work. 
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If  there  is  some  failure  on  the  part  of  the  Congress  or  the 
agencies  to  develop  criteria,  the  program  would  not  suffer  as  a 
result. 

Mr.  Green.  If  I  could  add  one  thing.  H.R.  65  requires  the  Con- 
gress to  think  through  a  program  before  it  is  initiated  and  it 
requires  that  agency  or  program  to  report  back  under  that  scheme 
how  it  is  performing.  Congress  can  then  do  what  it  has  done  to  the 
Renegotiation  Board,  the  Civil  Aeronautics  Board,  the  buzzer  inter- 
lock system  on  cars — abolish  laws,  programs  or  agencies  if  it  thinks 
the  empirical  case  doesn't  support  it. 

Mrs.  Chisholm.  Mr.  Chairman. 

Mr.  Long.  Thank  you  very  much,  Madam  Chairwoman. 

I  compliment  both  of  you.  Obviously,  both  of  you  have  given  this 
matter  a  great  deal  of  new  type  of  thinking.  You  have  pointed  out 
many  of  the  problems  that  I  have  raised  also.  I  am  not  sure  that  I 
agree  with  you  that  the  medicine  is  worse  than  the  disease  but  it  is 
something  we  have  to  be  extremely  careful  of. 

Following  that  logic  as  to  the  dangers  in  seeing  if  we  can't  move 
cautiously  to  see  whether  or  not  we  will  get  the  desired  effects  of 
legislation  of  this  type,  what  would  you  envision  to  be  appropriate 
using  your  term  market  test  to  see  if  sunset  mechanisms,  time- 
tables, all  of  this,  are  workable?  Have  you  given  that  any  thought? 

Mr.  Green.  Assuming  your  question,  because  we  really  don't 
think  sunset  is  a  good  procedural  approach,  one  could  do  a  very 
systematic  study  of  the  30  States'  experiences  and  whether  it  has 
been  worth  it.  If  you  want  to  have  a  Federal  market  test  you  could 
select  several  agencies  from  different  categories  to  apply  the  con- 
cept within  a  few  years  period,  rather  than  mandating  a  schedule 
of  all  agencies  governmentwide. 

Ms.  Zwenig.  It  would  also  be  necessary  to  begin  to  prepare  the 
inventory  or  catalog  called  for  in  H.R.  2  and  H.R.  65.  I  know  Mr. 
Derrick  has  consulted  with  GAO  as  to  the  possibility  of  that  and 
they  seem  to  think  it  is  a  possible  undertaking  and  CBO  and  0MB 
agree  that  it  is  possible  to  do  that. 

It  seems  to  me  some  sort  of  system  should  be  worked  out  among 
those  agencies. 

Mr.  Long.  You  seem  to  think  the  inventory  is  an  absolutely 
essential  step. 

Ms.  Zwenig.  It  is  unbelievable  to  me  to  believe  you  could  talk 
about  a  system  of  sunsetting  until  you  have  the  panorama  of 
programs  before  you. 

Mr.  Long.  That  is  all,  Madam  Chairwoman. 

Mrs.  Chisholm.  Mr.  Lott. 

Mr.  Lott.  No  questions. 

Mrs.  Chisholm.  Mr.  Derrick. 

Mr.  Derrick.  Thank  you. 

I  thank  you  both  for  your  testimony.  Let  me  ask  you:  Does  the 
fact  that  H.R.  65  does  not  specifically  cover  the  permanents  but 
picks  up  on  the  amendment  process  give  you  any  problems? 

Ms.  Zwenig.  In  your  testimony  before  this  committee  you  made 
the  point  that  over  half  the  permanent  authorization  programs 
were  picked  up  through  the  amendment  process  in  the  last  5  years. 

We  would  like  to  see  GAO  and  0MB  and  whatever  other  agency 
is  relevant  make  an  evaluation  to  project  what  permanently  au- 
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thorized  programs  would  come  under  your  bill  because  they  are 
projected  for  amendment  in  the  next  few  years. 

It  seems  to  me  some  more  study  has  to  be  done  in  this  area.  It  is 
not  a  problem  but  I  think  there  are  still  some  questions  about  how 
much  coverage  there  is. 

We  would  like  to  see  the  permanently  authorized  programs  cov- 
ered. 

Mr.  Derrick.  GAO  has  not  done  an  official  study  but,  as  you 
know,  over  the  last  5  years  a  study  that  indicated  of  21  major 
permanents  we  would  have  picked  up  13  in  the  last  5  years.  Of 
course,  that  is  a  nondefense  area.  As  you  know,  the  defense  area 
has  become  almost  an  annual  process  anyway. 

I  thank  you  both. 

Mr.  Long.  May  I  ask  one  more  question? 

Mrs.  Chisholm.  Of  course. 

Mr.  Long.  You  didn't  express  a  view  with  respect  to  the  inclu- 
sion or  exclusion  of  tax  expenditures  in  any  legislation.  Would  you 
express  your  view? 

Mr.  Green.  If  there  were  to  be  sunset  there  should  be  an  inclu- 
sion of  tax  expenditures.  It  is  illogical  to  exclude  that  but  include 
direct  spending  programs,  given  the  comparable  budgetary  effect  of 
both. 

Mrs.  Chisholm.  Thank  you  very  much  for  appearing  today  before 
us. 

Now  we  are  going  to  hear  from  Mr.  Kenneth  Young,  the  director 
of  the  AFL-CIO  Department  of  Legislation. 

STATEMENT  OF  KENNETH  YOUNG,  DIRECTOR,  DEPARTMENT 
OF  LEGISLATION,  AFL-CIO,  ACCOMPANIED  BY  LAURENCE 
GOLD,  SPECIAL  COUNSEL,  AFL-CIO 

Mr.  Young.  With  me  is  Laurence  Gold,  special  counsel  for  the 
AFL-CIO. 

Madam  Chairman,  I  think  the  AFL-CIO  as  well  as  others  are 
well  aware  of  the  96th  Congress  being  looked  upon  as  an  oversight 
Congress  so  it  really  doesn't  surprise  us  that  there  are  over  300 
sponsors  of  one  type  of  oversight  legislation  or  another  before  the 
House. 

It  is  our  basic  contention  that  Congress  could  be  doing  a  much 
better  job  on  oversight  right  now  without  the  need  for  new  legisla- 
tion and  that  no  procedure  can  really  force  oversight,  you  have  the 
Legislative  Reorganization  Act  of  1946,  the  Legislative  Reorganiza- 
tion Act  of  1970,  and  the  Budget  Act  itself,  and,  as  Congressman 
Long  pointed  out,  you  have  the  delicate  balance  between  the  com- 
mittees and  the  appropriations  committees  which  should  be  bring- 
ing about  oversight. 

I  do  want  to  point  out  it  makes  a  great  deal  of  sense  to  us  to  tie 
in  the  agencies  in  the  executive  branch  with  the  oversight  process 
and  we  certainly  support  the  idea  of  a  catalog  of  interrelated 
Federal  activities. 

If  my  memory  serves  me  right,  the  last  time  I  saw  such  a 
catalog,  I  think  the  OEO  years  ago  had  a  catalog  of  all  its  pro- 
grams that  tied  in  with  the  various  agencies. 

There  are  two  main  pieces  of  legislation  this  committee  is  really 
considering.  They  clearly  attack  the  oversight  problem  from  two 
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different  directions.  The  AFL-CIO's  basic  position  would  be  that  we 
are  much  more  favorable  to  sunrise  than  sunset.  Therefore,  I  am 
saying  that  we  would  be  much  more  favorably  inclined  toward  H.R. 
65  than  we  would  be  to  H.R.  2. 

I  think  our  biggest  problem  with  H.R.  2  has  been  already  dis- 
cussed by  Congress  Watch.  We  feel  much  the  same  way.  We  are 
very  concerned  about  the  automatic  termination,  the  question  of 
unpopular  programs  serving  small  ineffective  constituencies  being 
held  for  ransom,  being  terminated. 

We  think  in  a  way  that  the  automatic  termination  even  encour- 
ages growth  of  more  one-issue  type  opposition,  single-issue  opposi- 
tion, and  that  in  fact  under  H.R.  2  the  review  assessment  and  the 
justification  program  comes  at  the  end  when  it  seems  to  us  Con- 
gress should  have  that  type  of  operation  start  at  the  beginning. 

I  think  the  AFL-CIO  will  do  what  it  can  to  protect  its  rights  in 
terms  of  programs  such  as  OSHA,  minimum  wage,  the  National 
Labor  Relations  Act.  I  still  don't  consider  us  to  be  a  powerless 
constituency  but  I  must  say  there  are  many  constituencies  that 
will  have  serious  problems. 

Madam  Chairman,  as  you  well  know,  we  have  worked  on  a  lot  of 
those  programs  and  we  know  the  troubles  that  come  up,  and  we 
are  deeply  worried  about  that  automatic  termination  period  and 
what  could  be  done  to  kill  those  programs. 

I  might  also  say  that  we  think  it  might  make  a  lot  of  sense  for 
this  committee  to  seriously  look  at  what  has  happened  in  the  30 
States  in  terms  of  their  sunset  programs.  There  is  an  article  in  the 
June  1979  issue  of  the  Washington  Monthly  which  I  guess  would 
not  be  called  objective.  It  is  called,  "Sunset  Laws:  Why  They  Aren't 
Working."  It  describes  what  is  happening  in  the  various  States, 
and  if  it  is  all  right  I  would  like  to  make  that  a  part  of  the  record. 

Mrs.  Chisholm.  It  shall  be  done  [see  p.  440]. 

Mr.  Young.  By  contrast  to  H.R.  2,  we  think  H.R.  65  makes  a 
great  deal  of  sense  when  it  talks  about  specifying  annual  objectives 
and  an  annual  review  of  the  accomplishments  of  programs  by 
Congress  as  well  as  by  the  agencies.  We  especially  like  the  idea  of 
criteria  being  set  by  Congress.  It  seems  to  us  one  of  the  important 
purposes  of  that  would  be  that  a  congressional  committee  could 
decide  whether  the  real  purpose  is  to  have  the  most  economical 
program  or  whether  in  fact  if  certain  programs  are  going  to  cost 
more  but  the  social  costs  would  be  much  higher  if  we  did  not  have 
the  programs,  we  would  not  end  up  down  the  road  saying,  "Look 
what  this  costs,"  without  ever  having  an  early  start  in  saying, 
"Yes,  this  is  going  to  cost  money  but  we,  the  Congress,  have  decid- 
ed it  is  something  worth  doing  and  we  are  going  to  do  it." 

Then,  of  course,  in  this  process  once  you  have  the  goals  spelled 
out  on  what  you  want  to  accomplish  you  would  have  the  annual 
review  and  you  would  be  able  to  see  whether  the  agencies  are 
performing  as  the  committees  had  hoped  they  would  perform. 

The  AFL-CIO  feels  very  strongly  on  the  question  of  tax  expendi- 
tures. We  definitely  would  want  them  included  in  oversight  or 
sunset  legislation.  We  would  like  to  see  that  be  an  all-inclusive 
listing  of  tax  expenditure  programs. 

We  feel  that  when  this  is  done,  when  tax  expenditures  are  cov- 
ered, it  is  important  in  this  study  to  take  a  look  at  the  distribution 
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of  benefits  of  tax  expenditures  among  various  income  groups  so  we 
really  know  what  we  are  talking  about  when  we  look  at  the  num- 
bers and  what  is  happening. 

In  other  words,  what  we  would  really  like  to  see  is  an  examina- 
tion of  tax  policy  that  fits  in  with  the  examination  of  other  legisla- 
tive authority  in  terms  of  budget  authority. 

We  have  worked  in  the  budget  process  and  we  quite  honestly 
have  always  been  frustrated  at  the  inability  to  really  bring  the  tax 
expenditure  question  in.  We  have  not  been  able  to  get  really  to  the 
question  of  whether,  if  you  reduce  tax  expenditures,  clearly  you 
would  be  raising  revenue. 

One  final  point  deals  with  regulatory  reform  such  as  included  in 
H.R.  2.  The  AFL-CIO  will  be  testifying  before  the  House  and 
Senate  on  regulatory  reform.  We  think  H.R.  2  suggests  that  cost 
effectiveness  should  be  the  top  priority  for  regulatory  agencies,  and 
we  certainly  do  not  agree  with  that.  We  feel  you  have  to  take  a 
look  at  what  the  regulations  are  all  about  and  what  you  are  trying 
to  do  and  not  just  look  at  how  much  does  it  cost — not  just  look  at  it 
on  a  pure  cost-benefit  analysis  basis. 

We  feel  that  often  there  is  a  social  desirability  and  necessity  for 
certain  regulations  that  far  outweigh  what  the  costs  may  be,  and 
Congress  must  make  the  decision  on  which  way  it  wants  to  go  and 
should  make  an  intelligent  decision. 

In  summary,  while  we  question  the  need  for  any  legislation  just 
now,  clearly  we  find  H.R.  65  far  superior  to  H.R.  2. 

[Mr.  Young's  prepared  statement,  with  attachment,  follow:] 
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STATEMENT  OF  KENNETH  YOUNG,  DIRECTOR,  DEPARTMENT  OF  LEGISLATION 
AMERICAN  FEDERATION  OF  LABOR  AND  CONGRESS  OF  INDUSTRIAL  ORGANIZATIONS 
BEFORE  THE  SUBCOMMITTEE  ON  THE  LEGISLATIVE  PROCESS 
OF  THE  HOUSE  COMMITTEE  ON  RULES  ON  H . R .  2,  THE  "SUNSET  ACT  OF  1979" 
AND  H.R.  65,  THE  "LEGISLATIVE  OVERSIGHT  ACT  OF  1979" 

June  6,  1979 

Mr.  Chairman,  on  behalf  of  the  American  Federation  of  Labor 
and  Congress  of  Industrial  Organizations,  I  should  like  to  express 
our  appreciation  for  this  opportunity  to  express  our  views  on  H.R.  2, 
the  so-called  "Sunset  Act  of  1979"  and  H.R.  65,  the  "Legislative 
Oversight  Act  of  1979." 

The  introduction  of  these  measures  and  the  attention  given 
to  the  problems  with  which  they  purport  to  deal  clearly  reflect 
the  growing  concern  both  inside  and  outside  government  at  all  its 
levels,  and  especially  in  the  Congress,  with  the  scope  and  complexity 
of  government  programs  that  reach  into  the  day-to-day  lives  of  the 
average  citizen.   While  there  have  always  been  those  who  question 
the  very  existence  of  these  programs,  a  much  broader  and  growing 
group  of  critics  have  sought  ways  to  give  the  Congress  and  the 
Government,  as  a  whole,  better  procedures  for  evaluating  Federal 
spending  programs,  for  eliminating  duplication  and  obsolescence 
among  such  programs,  and  for  improving  the  effectiveness  of  such 
programs  and  new  programs  enacted  by  the  Congress.   These  are  the 
objectives  of  the  bills  before  this .Subcommittee,  and  with  these 
objectives  as  thus  stated,  and  especially  the  achieving  of  rational 
planning  and  regular  review  of  Federal  programs,  we  have  no  serious 
di  sagreement . 

There  is  no  question  that  the  volume  and  scope  of  governmental 
programs  should  be  of  great  concern  and  that  the  "sunset"  concept 
has  considerable  appeal  as  a  reflection  of  that  concern.   Some  23 
states,  beginning  with  the  state  of  Colorado,  which  applies  it  to 
23  regulatory  agencies,  chiefly  occupational  licensing  boards,  have 
enacted  some  variation  of  measures  that  can  be  described  as  "sunset" 
legislation. 

In  Congress,  the  proliferation  of  Federal  programs  and  financing 
has  given  rise  to  strong  sentiment  in  favor  of  devising  some  means 
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to  comprehend  and  give  direction  to  this  development.   This  sentiment 
was  sufficiently  strong  to  induce  Senate  passage  of  Senator  Edmund  S. 
Muskie's  "sunset"  bill,  S.  2,  in  the  last  Congress.   It  is  also  re- 
flected in  the  broad  support  in  the  House  of  Representatives  for 
the  bills  that  are  before  the  Subcommittee  at  this  time,  as  indicated 
by  the  number  of  co-sponsors. 

Of  course,  this  is  not  the  first  time  the  sentiment  for  con- 
trol over  the  proliferation  of  Federal  programs  and  financing  has 
manifested  itself.   It  was  one  of  the  purposes  of  the  Legislative 
Reorganization  Acts  of  1946  and  1970,  as  well  as  the  Congressional 
Budget  and  Impoundment  Control  Act  of  1974.   These  laws  require 
each  standing  Congressional  Committee  to  analyze,  appraise^^  and 
evaluate  the  administration,  application  and  execution  of  the  laws 
within  the  respective  jurisdictions,  and  to  report  biennially  on 
oversight  activities.   Legislative  oversight,  which  is  presently 
a  responsibility  of  all  standing  committees,  is  a  respohse  to  the 
need  for  continuing  Congressional  attention  to  the  appropriateness 
and  efficiency  of  the  programs  for  which  the  committees  are  responsible. 

Obviously,  the  scope  and  intensity  of  the  exercise  of  over- 
sight functions  have  varied  from  committee  to  committee,  and  this 
has  given  rise  to  a  desire  to  develop  some  kind  of  mechanism  which 
would  force  each  committee  to  evaluate  the  programs  for  which  it 
is  responsible.   The  various  "sunset"  proposals  that  have  been 
developed  at  both  the  State  and  Federal  levels  have  been  seen  as 
providing  such  a  mechanism. 

When  the  AFL-CIO  met  in  Convention  in  1977,  it  had  occasion 
to  consider  the  movement  toward  adoption  of  so-called  "sunset" 
proposals  at  both  the  State  and  Federal  levels.   The  Convention 
determined  that  "sunset"  laws  "are  a  poor  substitute  for  proper 
legislative  and  executive  oversight"  and  that  they  "sharply  in- 
crease uncertainty  of  future  governmental  functions,  including 
social  programs  and  the  legitimate  career  aspirations  of  public  em- 
ployees."  The  Convention,  therefore,  resolved  — 

I  "That  the  AFL-CIO  believes  the  'sunset*  laws  are  of 
dubious  benefit  and  have  dangerous  potential  as  a  means 
to  delay,  defer  and  dismantle  programs  that  are  in  the 
'nation's  interest." 
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'while  the  objectives  of  the  bills  before  the  Subcominittee 
are  matters  on  which  nearly  everyone  can  agree,  the  means  proposed 
for  carrying  out  these  objectives  are  quite  another  matter.   H.R.  2, 
the  so-called  "sunset"  proposal,  provides  for  the  automatic  termi- 
nation of  new  budget  authority  for  all  programs  that  have  not  been 
reviewed  and  reauthorized  at  least  once  in  every  ten-year  period 
to  force  such  review  and  reauthorization.   H.R.  65,  on  the  other 
hand,  relies  on  the  setting  of  program  objectives  for  the  various 
Federal  spending  programs  in  advance  and  is  designed  to  enable 

Congress  through  regular  and  orderly  oversight  procedures  to  assess 
the  results  achieved  in  accomplishing  those  objectives.   We  are 
opposed  to  the  "sunset"  approach  adopted  in  H.R.  2  and  prefer  the 
"sunrise"  approach  proposed  in  H.R.  65. 

H.R.  2  is  a  rigid  program  calling  for  reauthorization  of 
budget  authority  every  ^n  years  for  all  Government  programs, 
with  certain  specific  major  exceptions   grouped  according  to  func- 
tional categories.   Without  such  reauthorization,  new  budget  auth- 
ority for  any  program  would  be  made  subject  to  a  point  of  order 
under  the  rule-making  powers  of  the  Senate  and  House  of  Representatives, 
respectively.   No  budget  authority  could  be  enacted  for  longer  than 
a  ten-year  period,  and  reauthorization  would  be  required  at  least 
once  in  every  ten-year  period. 

To  assist  the  committees  of  Congress  in  carrying  out  their  review 
and  reauthorization  work,  the  Comptroller  General  and  the  Director  of 
the  Congressional  Budget  Office,  in  cooperation  with  the  Director  of 
the  Congressional  Research  Service,  would  be  required  to  prepare  and 
revise  periodically  an  inventory  of  Federal  programs  for  the  informa- 
tion of  the  Congress. 

The  Director  of  the  Congressional  Budget  Office,  after  consulta- 
tion with  the  Joint  Tax  Committee,  would  be  required  to  prepare  an 
inventory  of  tax  expenditure  provisions  to  be  submitted  to  the  House 
V;ays  and  Means  and  Senate  Finance  Committees.   Completion  of  this 
inventory  during  1980  is  mandated  in  order  to  allow  estab]  ir.hment  of 
a  ten-year  cycle  of  reauthorization  and  review  of  tax  expenditures  in 
a  manner  similar  to  the  "sunset"  procedures  for  all  other  programs. 
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We  are  pleased  that  H.R.  2,  as  well  as  11. R.  65.  recofjni-zc   thot 
tax  expenditures  are  similar  in  effect  and  impact  to  directly  auth- 
orized budget  outlays.   If  Congress  is  determined  to  enact  a  "sunset" 
type  measure,  we  urge  that  evenhandedness  be  applied  and  spending 
through  the  tax  code  be  subjected  to  the  same  scrutiny,  review  and 
national  interest  criteria  that  is  applied  to  directly  authorized 
programs . 

We  are  pleased  that  both  measures  before  this  Committee  would 
require  that  the  tax  expenditure  review 'include  as  much  information 
and  detail  as  possible  on  the  distribution  of  the  benefits  of  tax 
expenditure  among  various  income  groups.   Currently,  both  the  Admini- 
stration and  the  CBO  tax  expenditure  analyses  only  cite  these 
expenditures  by  functional  budget  categories  and  as  such  exclude  a 
critical  determinant  for  tax  policy.   For  example,  no  distinction  is 
currently  made  in  the  tax  expenditure  budget  between  a  provision  such 
as  the  capital  gains  preference  which  provides  75  percent  of  the  bene- 
fits to  the  wealthiest  3  percent  of  the  population  and  the  tax  expen- 
diture which  benefits  workers  suffering   from  black  lung  disease. 

Present    tax  expenditure  lists  include  most,  though  not  all  of 
the  major  individual  and  corporate  income  tax  loopholes  and  preferences 
that  rig  the  tax  structure  against  workers.   For  example,  the  foreign 
tax  credit  --  one  of  the  most  serious  tax  subsidies  for  the  overseas 
operations  of  U.S.  corporations  -  is  not  included  in  either  the  Admini- 
stration's or  the  CBO's  tax  expenditure  analyses.   We  urge  that  any 
further  expenditure  lists  include  all  such  major  loopholes  and  prefer- 
ences. 

A  particular  concern  we  have  is  with  Section  706  of  II. I^.  2. 
Specifically,  the  provisions  would  allow: 

"...such  transition  rules,  conforming  and  technical 
changes,  and  substitute  provisions  to  minimize  unfair- 
I  ness,  to  mitigate  any  adverse  effect  which  might 
'  result  for  taxpayers  who  have  relied  on  a  tax  expen- 
1  diture  provision,  or  to  provide  for  an  orderly  end  of 
j  the  effectiveness  of  any  such  provision." 

This  provision,  in  our  reading,  is  much  too  broad  and  could  be 
used  to  thwart  or  substantially  weaken  any  efforts  to  terminate  some 
of  the  most  serious  loopholes. 

Under  H.R.  2,  the  President  would  be  required  over  a  ten-year 
period  to  submit  to  Congress,  once  in  each  Congress,  analyses  of  - 
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and  legislative  plans  for  -  reform  of  regulatory  agencies  specifically 
"designed  to  prevent  unnecessary  or  harmful  regulation  which  has  led 
to  inflationary  consumer  prices,  a  reduction  of  competition  in  the 
providing  of  important  goods  and  services,  and  other  economic 
inefficiencies  that  disrupt  the  operation  of  a  free  enterprise 
system  without  correspondingly  benefitting  the  health,  safety,  or 
economic  welfare  of  the  Nation."   The  bill  provides  that  Government 
regulations  must  be  "systematically  and  comprehensively  reviewed  and 
modified"  to  assure  that  they  are  "aimed  at  and  structured  to  achieve 
substantial  benefits  to  the  Nation  exceeding  the  costs  thereof."   At 
the  beginning  of  each  Congress  the  President  would  be  mandated  to  sub- 
mit  a  management  report,  ranking  Federal  programs  according  to  their 
relative  effectiveness  as  "excellent,"  adequate,"  or  "unsatisfactory." 
These  provisions  suggest  that  cost-effectiveness  rather  than  social 
desirability  or  necessity  is  to  be  the  dominant  criterion  in  judging 
Federal  legislative  and  regulatory  activity. 

The /rigid  framework  of  periodic  review  and  reauthorization  of 
programs  within  their  legislative  jurisdiction  which  H.R.  2  would 
impose  on  all  House  and  Senate  Committees  allows  no  distinction  between 
programs  on  the  basis  of  the  social,  cultural  and  life-enriching  pur- 
poses they  are  designed  to  serve.   Because  this  is  true  and  because 
oftentimes  the  best  of  programs  develop  little  in  the  way  of  an 
effective  public  constituency,  such  programs  can  be  expected  to  be 
the  first  targets  of  those  in  and  out  of  Congress  who  would  like  to 
get  Congress  out  of  these  fields  altogether.   The  bill  fails  to  define 
and  fix  criteria,  other  than  costref f ectiveness,  to  guide  determina- 
tions as  to  whether  programs  should  or  should  not  be  reauthorized.   It 
puts  a  premium  on  delay  since  all  that  is  necessary  to  kill  a  program 
when  its  reauthorization  comes  up,  is  for  the  Committee  that  has  it  for 
review  or  either  House  of  Congress  to  do  nothing  about  it  and  let  it 
lapse. 

The  great  diversity  of  Federal  programs  ana  the  methods  used 
to  finance,  administer  and  enforce  them  indicates  that  while  some 
programs  obviously  call  for  close  and  continuing  reviews,  others 
which  have  become  part  of  the  basic  law  of  the  land,  such  as  the 
National  Labor  Relations  Act,  the  Fair  Labor  Standards  Act,  and 
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the  Occupational  Safety  and  Health  Act  to  name  only  a  few  programs 
of  special  concern  to  the  labor  movement,  should  not  be  subject 
to  the  vagaries  of  periodic  Congressional  reauthorization.   The 
same  is  true,  of  course,  of  many  other  Federal  programs,  many  of 
which  required  long  years  of  laborious  work  to  weave  them  into  the 
Nation's  social  fabric.   These  programs  are  appropriate  subjects 
for  proper  legislative  and  executive  oversight,   and  there  i:-;,  of 
course,  no  reason  why  such  reviews  should  not  be  on  a  regular  and 
periodic  basis.   "Sunset"  laws,  which  would  keep  these  programs  in 
a  constant  state  of  confusion  and  uncertainty  as  to  their  reauth- 
orization would  be  a  poor  substitute  for  rational  and  effective 
oversight. 

For  these  reasons,  the  AFL-CIO  is  opposed  to  the  enactment 
of  H.R.  2  or  any  other  measure  that  would  substitute  automatic 
mechanisms  for  careful  analysis  and  review  as  the  way  to  terminate 
Governmental  programs,  and  we  urge  this  Subcommittee  to  reject  this 
and  all  other  similar  proposals.   H.R.  2  is  not,  we  submit,  a  measure 
to  assure  sound  planning  and  oversight,  for  if  the  question  is  to  be 
simply  whether  programs  are  to  be  reauthorized  there  is  not  much, 
need  for  oversight. 

H.R.  65,  however,  is  a  much  less  objectionable  measure.   This 
bill  requires  that  legislation  authorizing  enactment  of  new  budget 
authority  or  providing  new  or  increased  tax  expenditures  under 
section  3(a)  or  providing  new  spending  authority  under  section  401(c) 
of  the  Congressional  Budget  and  Impoundment  Control  Act  of  1974  (1) 
shall  include  a  statement  of  the  specific  objectives  of  each  program 
and  (2)  shall  require  administering  agencies  to  report  by  October  15 
of  each  year  on  the  manner  in  which  the  program  is  meeting  these 
objectives . 

Committee  reports  accom^sanying  authorization  legislation 
would  be  required  to  include  information  on  the  economic  and  social 
impact  of  programs  and  their  relationship  to  similar  governmental 
and  nongovernmental  programs;  on  conflicting,  overlapping  or  dupli- 
cative programs;  and  on  recommendations  for  eliminating  obsolete 
or  conflicting  programs.   Like  H.R.  2.  H.R.  65  calls  for  compilation 
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and  updating  of  an  inventory  of  interrelated  Federal  programs  and 
tax  expenditures.   This  would  be  done  by  the  Comptroller  General,  in 
consultation  with  the  Director  of  the  Office  of  Management  and  Budget. 

The  annual  budget  submitted  by  the  President  under  the  Budget 
and  Accounting  Act  would  be  required  to  describe  the  relationship 
between  the  President's  recommendations  on  program  budgets  and  the 
accomplishments  in  meeting  program  objectives  reported  by  Government 
agencies  required  by  the  bill. 

As  already  noted,  H.R.  65,  like  H.R.  2,  contains  special  pro- 
visions dealing  with  tax  expenditures  and  new  spending  authority. 
A  time  limit  of  five  years  would  be  put  on  new  authorizations,  new 
or  increased  tax  expenditures,  and  new  spending  authority.   Excluded 
from  the  application  of  these  provisions,  however,  would  be  interest 
or  principal  due  lenders  on  debt  instruments  of  the  United  States 
and  payments  of  benefits  to  individuals  to  which  they  are  entitled 
by  virtue  of  payments  made  by  them  and  deposited  directly  or  indirectly 
into  Federal  trust  funds. 

We  believe  the  oversight  procedures  which  H.R.  65  would 
enact  as  an  exercise  of  the  rule-making  authority  of  the  House  and 
Senate,  respectively,  would  effectively  accomplish  the  rationalization 
of  program  review  which  everyone  seeks.   At  the  same  time,  it  would 
avoid  the  rigidity  and  complexity  of  the  "sunset"  provisions  incor- 
porated in  H.R.  2.   Effective  oversight  must  be  done  in  terms  of  criteria 
and  standards  of  what  iiS  good  and  what  is  bad  as  matters  of  social, 
economic  and  cultural  policy,  not  simply  what  institutions  have  the 
greatest  political  clout  or  the  most  articulate  spokesmen  in  and 
out  of  Congress.   The  issues  dealt  with  in  this  process  are  too 
important  to  be  disposed  of  mechanically,  as  would  be  possible  if 
"sunset"  legislation  like  H.R.  2  were  enacted  into  law. 

Finally,  it  is  probably  fair  to  say  that  we  seriously  question 
whether  either  new  "sunset"  or  "sunshine"  legislation  is  needed  at 
this  time.   Existing  oversight  requirements  provided  for  in  the 
Legislative  Reorganization  Act  of  1970,  the  appropriations  process 
and  the  procedures  required  by  the  Congressional  Budget  and  Impound- 
ment Control  Act  provide  ample  authority  for  the  kind  of  review  and 
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renewal  or  termination  of  programs  when  Congress  wants  to  deal  with 
them  in  any  of  these  ways.   New  authority  along  the  lines  proposed 
in  H.R.  2  is  designed  to  shift  the  burden  of  proof  for  both  existing 
and  new  programs  from  those  who  oppose  to  those  who  support  their 
retention.   We  see  no  need  for  any  such  shift  which  could  only  do 
great  damage  to  many  important  programs  that  have  done  much  to 
enhance  the  quality  of  life  of  millions  of  Americans  in  the  past 
half-century. 

the  article  from  the  June  1979  issue  of  The  Washington 
Monthly  magazine  fgllowsj/ 

[From  the  Washington  Monthly,  June  1979] 

Sunset  Laws:  Why  They  Aren't  Working 

(By  Barry  Mitzman) 

Nearly  everyone  agrees  that  sunset  laws  are  the  best  way  yet  devised  for  curbing 
the  growth  of  bureaucracy.  The  idea  is  simple  and  appealing.  It's  that  government 
agencies,  programs,  and  regulations  should  be  reviewed  periodically  to  determine 
whether  they  still  (or  ever  didj  serve  some  useful  purpose.  A  sunset  law  simply  sets 
deadlines  for  agencies  or  programs  to  go  out  of  business — unless  legislators  decide 
they're  needed  and  vote  to  reestablish  them. 

In  just  the  past  three  years,  the  sunset  idea  has  come  from  nowhere  to  win  almost 
universal  assent.  It  was  part  of  both  the  Democratic  and  Republican  party  platforms 
in  1976.  It  was  endorsed  by  Jimmy  Carter  in  his  campaign  and  his  first  "fireside 
chat."  It  has  been  the  subject  of  approving  editorials  in  hundreds  of  newspapers, 
including  The  Washington  Post  and  The  Washington  Star.  It  has  found  active 
support  among  lobbyists  for  organizations  as  diverse  as  the  League  of  Women 
Voters  and  the  U.S.  Chamber  of  Commerce. 

But  most  of  all,  sunset  is  the  brainchild  of  Common  Cause,  which  claims  to  have 
developed  the  concept.  The  so-called  "citizen's  lobby"  was  largely  responsible  for 
passage  of  the  first  sunset  law,  in  Colorado  in  1976.  Since  then  Common  Cause  has 
lobbied  successfully  for  sunset  laws  in  30  States.  The  idea  has  taken  hold  in  state 
legislatures  around  the  country  more  quickly  than  any  other  legislative  innovation 
in  recent  memory. 

It  has  taken  root  even  in  the  halls  of  Congress.  Last  year  the  Senate  passed  a 
sunset  bill,  introduced  by  Senator  Edmund  Muskie,  which  would  abolish  virtually 
every  federal  program  every  ten  years  unless  Congress  specifically  provided  reauth- 
orization. The  bill  died  in  the  House,  but  it's  back  this  session,  along  with  at  least 
five  other  sunset  proposals,  all  rather  similar,  and  the  chance  for  passage  of  some 
kind  of  sunset  law  seems  bright.  Muskie  has  better  than  two  thirds  of  the  Senate 
behind  his  bill,  and  a  nearly  identical  measure  has  more  than  160  co-sponsors  in  the 
House.  Meanwhile,  the  mechanism  turns  up  elsewhere:  Jimmy  Carter's  regulatory 
reform  plan  includes  a  sunset  clause  requiring  agencies  to  regularly  review  their 
regulations. 

The  reason  a  federal  sunset  law  is  almost  certain  to  pass  is  that  it  uniquely 
appeals  to  the  forces  of  both  "good  government"  and  "less  government."  Liberals 
regard  sunset  as  a  tool  for  reforming  inefficient  programs;  conservatives,  as  a  tool 
for  abolishing  them.  Muskie  says  sunset  is  "imaginative"  and  "revolutionary"  in 
that  it  will  "lend  a  new  element  of  discipline  and  cohesiveness  to  the  way  the 
federal  government  handles  the  American  taxpayer's  money."  Senator  William  V. 
Roth,  a  conservative  Republican  from  Delaware,  believes  sunset  is  "the  most  impor- 
tant and  significant  reform  of  this  decade"  because  it  will  "assure  that  effective 
programs  continue  and  that  ineffective  programs  be  terminated." 

But  before  Congress  rushes  to  enact  its  own  sunset  law,  it  ought  to  take  a  look  at 
what's  happened  in  some  of  the  states  that  already  have  sunset  provisions.  These 
states  offer  a  startlingly  different  picture  from  the  one  Muskie  and  Roth  have  been 
painting.  In  the  half-dozen  states  in  which  agencies  were  scheduled  to  die  by  the 
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end  of  last  year,  the  sunset  mechanism  has  not  been  a  potent  agent  for  change  at 
all.  Quite  the  opposite,  it  turns  out:  in  the  places  they  have  been  tried,  sunset  laws 
have  been  generally  ineffective  and  a  waste  of  time  and  money,  doing  almost 
nothing  to  abolish  agencies,  and  not  much  more  to  reform  them. 

THE   SUNSET   PIONEER 

Colorado,  the  sunset  pioneer,  is  a  good  example.  Its  1976  law  scheduled  39  regula- 
tory agencies  and  boards  to  go  out  of  business — 13  in  1977,  the  rest  this  year  and  in 
1981.  The  law  requires  the  legislature  to  hold  public  hearings  on  the  agencies  and  to 
conduct  "performance  audits." 

The  first  round  of  agency  reviews  can  best  be  described  as  chaotic.  Audits  were 
completed  late,  and  legislators  largely  ignored  them.  Hearings  were  sparsely  attend- 
ed by  the  public,  but  the  agencies'  staffs  and  supporters  were  out  in  force. 

As  in  most  states,  Colorado's  regulatory  boards  are  dominated  by  the  industries 
the  boards  are  supposed  to  regulate.  So  naturally  the  regulated  industries  were 
strongly  opposed  to  abolishing  their  boards,  and  turned  out  in  large  numbers  to 
campaign  against  deregulation.  Intense  lobbying  by  local  undertakers,  for  example, 
resulted  in  passage  of  a  last-minute  bill  saving  their  licensing  board  from  extinction. 

Ultimately,  the  legislature  did  abolish  three  small  boards:  the  Athletic  Commis- 
sion, the  Board  of  Professional  Sanitarians,  and  the  Board  of  Shorthand  Reporters. 
Shorthand  reporters  were  not  deregulated,  however;  licensing  authority  merely  was 
transferred  to  another  agency.  Two  boards,  licensing  barbers  and  cosmetologists, 
were  consolidated.  But  another  two — one  regulating  collection  agencies,  the  other 
overseeing  the  safety  of  ski  lifts— were  reestablished  and  given  expanded  authority. 

In  reviewing  the  few  sizable  and  important  boards  up  for  sunset,  Colorado's  part- 
time  legislature  found  itself  in  over  its  head.  It  postponed  review  of  the  insurance 
and  public  utility  commissions  for  a  year— leaving  them  to  an  uncertain,  provisional 
existence  under  continuing  resolutions.  Then,  not  only  were  the  boards  reestab- 
lished, with  only  minor  changes,  but  another  agency  was  created  to  oversee  oper- 
ations of  the  insurance  commission. 

Clearly,  Colorado's  sunset  law  has  done  little  to  curtail  government  regulation. 
And  it  certainly  hasn't  reduced  state  spending.  The  combined  annual  budget  of  the 
three  agencies  abolished  was  $6,810.  Sunset  audits  and  hearings  cost  the  state  an 
estimated  $212,300. 

Colorado's  poor  showing  might  be  blamed  on  start-up  problems.  After  all,  no  other 
state  had  ever  tried  sunset  before.  But  this  explanation  will  not  serve  for  Alabama, 
the  second  state  to  put  sunset  into  effect.  There,  things  went  even  worse. 

Like  the  laws  in  six  other  states,  Alabama's  applies  to  every  state  agency.  It 
specifies  that  on  the  tenth  day  of  each  regular  session,  both  houses  of  the  legislature 
must  begin  considering  and  voting  on  agencies  scheduled  to  die.  Neither  house  may 
take  up  other  business  until  both  have  completed  action  on  sunset.  Last  year  nearly 
300  agencies  were  up  for  review. 

Because  there  were  so  many,  each  agency  was  allotted  just  15  minutes  of  commit- 
tee hearings.  When  the  time  came  to  vote,  the  House  of  Representatives  ran 
through  the  nearly  300  separate  sunset  resolutions  in  quick  succession,  without 
serious  consideration.  Many  representatives  left  the  chamber,  giving  their  young 
pages  instructions  on  how  to  vote  for  them  on  each  resolution.  In  the  Senate, 
however,  the  sunset  resolutions  were  held  hostage  as  part  of  a  filibuster  over  an 
unrelated  issue.  The  Senate  spent  days  stalled  by  largely  irrelevant  debate  and 
endless  roll-call  votes  on  each  resolution.  Meanwhile,  under  the  sunset  law,  the 
House  couldn't  take  up  any  other  business  until  the  Senate  had  finished  voting  on 
all  the  sunset  resolutions.  The  result  was  all  too  predictable. 

"The  House  of  Representatives  did  little  more  than  play  checkers  and  listen  to  a 
sermon  as  it  waited  for  the  Senate  to  catch  up  on  consideration  of  sunset  resolu- 
tions," the  Montgomery  Advertiser  reported.  "For  those  not  interested  in  checkers, 
Rep.  Joe  Carothers  of  Dotham  offered  to  give  domino  lessons  in  the  lounge,  but  his 
new  box  of  dominoes  was  missing  the  blank-two." 

In  the  end,  even  Common  Cause  admits,  "very  few  detailed  evaluations  were 
prepared  and  the  information  that  was  assembled  was  not  used  to  change  statutes 
or  adjust  budgets."  A  few  agencies  were  axed,  but  all  were  "paper"  boards  that  had 
ceased  functioning  long  ago.  Any  active  agency  had  "enough  supporters  lobbying  to 
prevent  it  from  being  terminated,"  explained  Rep.  James  R.  Solomon,  Jr.  The  sunset 
farce  disillusioned  some  legislators.  One  rounded  up  24  cosponsors  for  a  bill  to 
repeal  the  law.  "I  don't  relish  the  thought  of  going  back  to  my  constituents  and 
explaining  to  them  why  we  wasted  the  session,"  said  Senator  Bingham  Edwards. 
Sunset,  he  said,  is  a  "monster." 
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Common  Cause  has  tried  to  characterize  Alabama's  experience  as  uniquely 
awful — an  example  of  backward  Southern  foolishness,  perhaps.  But  in  other  states 
where  sunset  laws  have  had  time  to  show  results,  the  results — while  not  as  bad  as 
in  Alabama  or  Colorado — show  that  the  laws  have  not  had  much  impact,  either. 

In  South  Dakota,  nine  agencies  were  scheduled  for  sunset  last  year.  The  legisla- 
ture abolished  just  one,  the  state  athletic  commission. 

In  Nebraska,  the  sunset  law  scheduled  six  regulatory  agencies  for  termination  in 
1978.  The  legislature  reestablished  them  all  with  few  changes. 

In  Oklahoma  last  year,  12  of  the  21  agencies  up  for  review  were  eliminated,  but 
the  12  were  "very  minor,  very  insignificant  agencies,"  according  to  James  H.  John- 
son, director  of  the  legislative  staff. 

In  Louisiana,  four  of  the  state's  20  departments  were  scheduled  to  die  this  year, 
but  the  legislature  reestablished  all  of  them. 

The  sunset  provisions  in  Georgia  were  "torpedoed"  by  special  interests,  according 
to  the  Atlanta  Journal.  The  legislature  reestablished  all  ten  licensing  boards  sched- 
uled for  termination  in  1978,  despite  critical  reports  by  the  state  auditor's  office, 
which  had  spent  about  $90,000  reviewing  the  boards.  "I  think,  for  the  most  part, 
we've  wasted  our  time,"  one  auditor  told  reporters. 

Finally,  in  Oregon,  sunset  hasn't  yet  gone  through  a  full  cycle  of  agency  reviews — 
but  so  far  the  costs  are  outweighing  the  supposed  benefits.  To  evaluate  the  nine 
occupational  licensing  boards  up  for  termination  in  1980,  for  example,  the  legisla- 
ture has  hired  five  new  full-time  researchers  and  spent  $200,000.  Sunset  hearings 
have  been  attended  almost  solely  by  board  members  and  their  licensees,  who  have 
used  the  occasion  to  introduce  bills  that  would  not  only  reestablish  the  boards,  but 
also  expand  their  power  to  restrict  business  competition. 

In  sum,  state  sunset  laws  have  not  brought  about  the  demise  of  one  agency  or 
program  of  any  significant  size.  Only  a  few  tiny,  mostly  moribund  boards — some  of 
which  existed  only  on  paper — have  been  abolished.  Some  agencies  have  been  rees- 
tablished with  expanded  regulatory  powers  and  enlarged  budgets  to  match.  Mean- 
while, a  new  and  expensive  bureaucracy  of  accountants  and  management  "experts" 
has  sprung  up  to  audit  and  evaluate  the  agencies.  Their  evaluations  generally  have 
been  ignored  and  often  have  cost  the  taxpayers  more  than  the  agencies  themselves. 

The  evidence  suggests  that  legislators  vote  for  sunset  laws  to  show  they're  doing 
something  to  curb  Big  Government.  But  when  the  time  comes  for  the  sun  to  set, 
they  reestablish  agencies  without  much  thought,  or  find  a  few  tiny  boards  whose 
authority  can  be  reassigned  or  abolished  without  arousing  much  opposition.  Perhaps 
it  is  because  legislators  are  unprepared  and  ill  equipped  for  the  tiresome,  time- 
consuming  work  of  evaluating  large  and  complex  programs,  or  perhaps  it  is  because 
they  are  unwilling.  Whatever  the  reason,  one  thing  is  clear:  sunset  hasn't  worked. 

FULL   DISCLOSURE 

Despite  the  dismal  track  record  of  sunset  legislation  thus  far.  Common  Cause 
continues  to  promote  it  in  the  state  legislatures  and  in  Congress.  In  these  forums. 
Common  Cause  spokesmen  say  they're  unsurprised  that  state  laws  have  brought 
only  miniscule  cutbacks  of  agencies  or  programs,  because  terminating  agencies  isn't 
the  point. 

"I  know  that  for  some,  sunset  can  mean  a  means  of  paring  government  down,  of 
perhaps  trying  to  reduce  it  in  large  amounts,"  Common  Cause  President  David 
Cohen  told  the  Senate  Rules  Committee  leist  year.  "But  for  us,  it  is  a  question  of 
how  to  get  evaluation  into  the  system. "Cohen  said  sunset  deadlines  are  merely  "a 
procedural  discipline  to  get  the  job  done."  Common  Cause's  sunset  lobbyist,  Bruce 
Adams,  told  a  meeting  of  the  National  Conference  of  State  Legislatures,  "Sunset  is 
more  of  a  'yes,  but'  than  a  'yes  or  no'  process.  Through  sunset,  the  legislature  says 
to  most  agencies:  'Yes,  you  will  continue,  but  you  are  going  to  shape  up.'  " 

But  Common  Cause  is  not  above  exploiting  the  anti-Big  Government  feeling  that 
gives  sunset  its  popularity.  In  a  direct-mail  fund-raising  appeal  sent  out  this  year, 
Common  Cause  boasts  of  its  sunset  efforts,  and  states  that  abolishing  agencies  is 
indeed  the  point.  "Yes,"  reads  the  red,  white,  and  blue  brochure,  "only  when  the 
sun  sets  on  inflation-causing  regulations,  tax-money  wasting  agencies,  and  stran- 
gling bureaucratic  duplication,  will  you  and  all  taxpayers  find  relief  from  the 
intense  heat  of  inflation  and  taxation.  Common  Cause  is  fighting  hard  to  hasten  the 
hour  of  that  sunset." 

Mrs.  Chisholm.  Thank  you  very  much.  We  will  take  a  very  brief 
recess  and  come  back. 
[A  brief  recess  was  taken  to  vote.] 
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AFTER    RECESS 


Mrs.  Chisholm.  Thank  you  very  much,  Mr.  Young  and  counsel.  I 
noted  in  your  testimony  you  mention  those  programs  excluded 
from  the  application  of  H.R.  65  review  provisions,  and  we  have 
heard  comments  concerning  the  vulnerability  of  any  Federal  pro- 
grams of  the  oversight  programs.  Do  you  happen  to  have  any 
feelings  about  the  exclusion  of  certain  Federal  activities  from  the 
oversight  process? 

Mr.  Young.  I  think  I  understand  the  problems  and  the  necessity 
of  excluding  some  of  these  programs,  but  I  must  say  our  basic 
position  would  be  if  we  are  going  to  do  something,  we  should 
include  everything  in  it.  For  example — I  think  it  is  in  H.R.  2 — 
there  is  an  exclusion  for  civil  rights  legislation.  Now,  I  would  be  all 
for  excluding  civil  rights  legislation  from  automatic  terminations, 
there  is  no  question  in  my  mind  about  that,  but  with  regard  to 
H.R.  2,  we  have  a  problem  if  we  say,  let's  take  civil  rights  out  but 
not  take  some  of  the  other  programs  out.  This  really  demonstrates 
a  weakness  in  the  whole  concept  of  H.R.  2. 

Mrs.  Chisholm.  I  notice  counsel  is  shaking  his  head. 

Mr.  Gold.  I  was  only  agreeing  with  my  leader. 

Mrs.  Chisholm.  Mr.  Long. 

Mr.  Long.  I  was  interested  in  the  way  Mr.  Gold  agrees  and 
disagrees. 

Mr.  Gold.  I  do  that  at  times  too. 

Mr.  Long.  My  comment  is  to  both  of  you  gentlemen  on  your 
testimony.  I  think  I  understand  your  position.  You  have  made  it 
clear. 

Mrs.  Chisholm.  Thank  you  very  much. 

Now  we  will  hear  from  Mr.  John  Cosgrove,  director  of  legislation 
of  the  Public  Employee  Department,  AFL-CIO. 

STATEMENT  OF  JOHN  E.  COSGROVE,  DIRECTOR  OF 
LEGISLATION,  PUBLIC  EMPLOYEE  DEPARTMENT,  AFL-CIO 

Mr.  Cosgrove.  Thank  you.  Madam  Chair  and  members  of  the 
subcommittee.  With  the  understanding  that  our  full  statement  will 
be  part  of  the  record,  I  will  try,  with  some  brevity,  to  touch  the  key 
points  of  our  position  on  the  bills  H.R.  2  and  H.R.  65  and  the 
general  concept.  I  might  say  first  that  our  department  is  a  part  of 
the  AFL-CIO.  It  is  a  voluntary  coalition  of  31  national  unions  with 
about  2  million  members,  all  in  the  public  sector.  About  1  million 
work  in  the  Federal  and  Postal  Service,  and  all  in  the  public 
sector. 

Our  position  is  one  of  opposition  to  H.R.  2  basically  because  it 
calls  into  question  basic  programs  of  the  Government  and  society 
that  ought  to  be  continued,  not  subject  to  rejustification  at  the 
price  of  termination  and  because,  in  fact,  sunset,  has  become  a  code 
word  to  attack  a  good  many  programs  even  though  the  intention  of 
the  sponsors  is  undoubtedly  altruistic. 

The  climate  of  the  times  has  been  referred  to  before,  and  this  is 
what  concerns  us  most.  We  would  be  the  first  to  agree  that  there  is 
the  need  for  effective  oversight;  there  is  the  need  for  more  effective 
oversight.  The  difficulty  is  that  in  going  after  that  laudable  objec- 
tive we  think  that  too  much  force  is  applied  by  way  of  H.R.  2.  We 
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think  what  is  happening  is  that  some  of  the  proponents  are  moving 
from  the  premises  of  the  awareness  of  the  taxpayers'  of  the  tax 
burden  which  is  proper  and  legitimate  and  certainly  valid,  through 
the  need  to  have  a  more  efficient  governmental  process,  to  the 
nonsequitur  that  we  have  to  recant  the  promises  and  legacy  of  the 
New  Deal  and  the  Fair  Deal  and  the  New  Frontier  and  the  Great 
Society. 

It  might  be  argued  this  is  just  a  procedural  change.  That  this  is  a 
budgetary  procedure,  a  rulemaking  process,  not  substantial.  Our 
experience  has  been  that  with  the  budget  process  for  all  practical 
purposes  is  legislation  on  line  items.  That  is  what,  in  effect,  we 
think  will  happen  here.  This  will  move  from  what  appears  to  be 
simply  a  superficial  procedural  change  to  a  very  substantive 
change,  and  we  think  there  is  no  mandate  for  it  at  large  in  the 
country.  The  Proposition  13  syndrome  for  repeal  of  fundamental 
social  legislation  of  the  last  40  years  is  in  question  and  we  think 
this  would  attack  it. 

We  are  worried  of  course  more  parochially  about  the  career 
aspirations  of  public  employees  and  the  presumption  of  termina- 
tion every  5  or  6  years  would  be  counterproductive  and  not  in  the 
national  interests. 

We  think  the  Reorganization  Acts  of  1946  and  1970  and  the 
Congressional  Budget  and  Impoundment  Act  of  1974  have  broad- 
ened the  authority  and  added  the  tools,  in  the  way  of  reports,  in 
the  way  of  hiring  consultants,  the  authority  to  do  that,  and  that 
this  probably  is  sufficient,  so  we  are  in  no  sense  starting  from  zero. 

We  think  what  has  happened  is  that  we  have  some  oversight 
capability,  perhaps  not  fully  used.  This  H.R.  2  is  a  massive  overkill, 
an  attempt  to  get  at  a  problem  too  drastically.  Oversight  is,  as  it 
has  been  observed,  not  dramatic.  It  is  certainly  not  attention  draw- 
ing, but  it  is  an  infinitely  preferable  part  of  the  legislative  process 
to  the  provisions,  we  suggest,  of  H.R.  2. 

It  is  often  alleged  that  the  real  problem  lies  in  the  regulation 
promulgating  agencies.  If  that  is  where  the  problem  is,  we  should 
address  that,  we  suggest,  and  not  address  the  whole  question  of 
terminating  governmentwide  fundamental  programs.  Perhaps  a 
more  limited  approach  is  what  is  needed. 

H.R.  65,  we  think,  on  the  other  hand,  is  a  more  moderate  ap- 
proach and  might  well  be  of  value  and  in  the  national  interest. 

The  problem,  as  we  see  it,  to  sum  it  up,  is  that  we  unhappily 
again  find  ourselves  in  disagreement  again  with  the  Carter  admin- 
istration. The  President  on  May  23  endorsed  H.R.  2,  saying  in  part: 
"*  *  *  H.R.  2  provides  for  sunset  review  for  tax  expenditures  *  *  * 
these  involve  spending  money  for  social  goals,  and  they  need  regu- 
lar review  just  as  much  as  direct  spending  programs,"  and  he  goes 
on  generally  to  endorse  H.R.  2. 

Our  belief,  as  I  have  indicated,  is  that  this  might — it  almost 
defies  belief  to  say  this — allow  the  calling  into  question  of  such 
laws  as  the  Fair  Labor  Standards  Act,  which  has  collected  millions 
of  dollars  of  overtime  pay  of  which  workers  were  cheated,  recov- 
ered minimum  wages  for  those  who  were  denied  it  illegally  to 
many  people  in  thousands  of  cases,  taken  children  from  the  mills 
and  the  sweatshops  and — in  part — from  the  farm  fields,  to  protect 
their  childhood.  We  think  this  type  of  law  should  have  no  presump- 
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tion  of  termination  lying  against  it.  In  fact,  the  presumption  should 
be  toward  continuity,  updating,  expansion  of  protection  and  raising 
the  floor  under  human  dignity. 

We  hope  H.R.  65,  or  whatever  emerges,  if  legislation  does 
emerge,  would  run  to  that  direction.  We  think  frankly  that  many 
of  the  reorganization  proposals  that  are  flowing  back  and  forth  on 
either  end  of  Pennsylvania  Avenue  are  playing  with  tools  and 
moving  the  boxes  around  on  reorganization  charts. 

Some  years  ago,  the  in  acronym  was  PPB's,  a  program  planning, 
budgeting  system.  This  was  the  grander  offspring,  in  part,  of  an 
older  method-time-motion  technique  which  was  a  narrower  thing, 
of  course;  which  gave  engineering  nomenclature  to  what  we  call  a 
speedup  or  stretchout,  which  we  therefore  resist. 

More  recently,  there  has  been  ZBB,  zero  base  budgeting.  If  these 
things  could  live  up  even  in  part  to  their  advance  billing,  much  of 
the  problems  we  are  discussing  would  have  been  resolved. 

This  is  not  to  deny  there  is  a  need  for  more  vigorous  oversight 
instead  of  overlooking  some  of  the  problems,  but  it  is  to  suggest 
this  should  not  be  done  without  the  most  careful  study  which  we 
think  has  not  been  adequately  completed  yet,  and  the  most  careful 
consideration,  and  that  is  why  our  convention  has  taken  the  posi- 
tion opposing  H.R.  2  and  would  urge  such  consideration  on  this 
committee. 

Thank  you. 

[Mr.  Cosgrove's  prepared  statement  follows:] 
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PREPARED  STATEMENT  OF  JOHN  E.  COSGROVE,  DIRECTOR  OF 
LEGISLATION,  PUBLIC  EMPLOYEE  DEPARTMENT,  AFL-CIO 

The  Public  Employee  Department,  AFL-CIO,  fully  appreciates  the  opportunity 
to  present  the  views  of  Its  31  national  unions,  which  represent  two  million  public 
employees  at  all  levels  of  government.  Approximately  half  of  these  public  employees 
work  for  the  federal  government  and  the  Postal  Service. 

We  would  like  to  comment  on  both  H.R.  2,  introduced  by  Mr.  Blanchard  and 
certain  co-sponsors,  and  on  H.R.  65,  introduced  by  Mr.  Derrick  and  a  number  of  co- 
sponsors  . 

These  bills  both  address  an  objective  we  share:  The  improvement  of  government 
operations,  the  termination  of  programs  no  longer  desirable  and  enhancement  of  the 
return  on  tax  expenditures. 

We  must,  however,  register  strong  objections  to  legislation  which,  as  we 
believe  is  the  case  with  H.R.  2,  calls  into  continuing  question  the  existence  of 
basic,  well  established  government  operations  on  which  the  public  has  a  right  to  rely^ 
Among  our  general,  but  important,  reservations  about  sunset  legislation,  are  these: 
It  may  be  that  programs  which  are  good  and  efficient  have  a  very  limited  constitu- 
ency and  thus  face  difficulty  in  renewal;  if  sunset  legislation  applies  to  tax  laws, 
such  as  the  basic  federal  income  tax  law,  it  would  mean  an  almost  continuing 
national  controversy  under  strict  time  constraints  over  the  equity  of  the  law; 
lastly,  "sunset"  has  become  a  code  word  to  attack  good  programs,  even  though  the 
intention  of  most  of  the  sponsors  is  undoubtedly  altruistic. 

Many  bills  have  been  referred  by  the  Committee  on  Rules  to  the  Subcommittee 
on  the  Legislative  Process.   This  action  is  especially  significant  since  a  "sunset" 
bill  passed  the  Senate  in  the  95th  Congress  and  hearings  are  to  be  held  over  the  next 
week  or  so  on  Senator  Muskie's  bill  in  the  Senate  Governmental  Affairs  Committee. 
Predictions  are  being  made,  which  may  be  intended  to  be  self-fulfilling,  that  some 
such  legislation  is  bound  to  be  enacted.  We  are  not  so  sure  it  should  or  will  be. 

The  drive,  to  some  of  the  proponents,  is  one  prong  of  the  attack  by  the 
Proposition  13  adherents.   This  offensive  moves  from  the  premise  that  Americans  are 
acutely  aware  of  their  tax  burden  and  want  a  more  efficient  governmental  process,  to 
the  non  sequitur  that  established,  essential  social  policy  must  be  reexamined  continu- 
ously. We  believe  that  the  need  for  effective  government  and  tax  equity  in  no  way 
constitutes  any  mandate  to  recant  the  promise  and  the  legacy  of  the  New  Deal,  the 
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Fair  Deal,  the  New  Frontier  and  the  Great  Society.   These  are  not  at  issue.  We 
raise  the  question  only  because  It  Is  asserted  in  some  quarters  that  they  are... 
The  significance  of  the  legislation  pending  is  clear  on  two  scores. 
First,  the  desire  to  monitor  and  measure  the  efficacy  of  programs  authorized 
by  Congress  is,  of  course,  appropriate.   Its  relation  to  attempts,  such  as  Zero  Base 
Budgeting,  to  better  control  government  operations,  spotlight  a  goal  with  which  few 
VDuld  quarr^ . 

However,  the  second  significant  point  gives  us  serious  concern.  We  are 
fearful  that  enactment  of  legislation,  such  as  H.R.  2,  would  Increase  uncertainty  of 
future  governmental  functions.  Including  demonstrably  valuable  social  programs. 
Further,  It  could  Impair  the  legitimate  career  aspirations  of  public  employees.  To 
subject  programs  and  agencies  of  proven  value  to  a  presumption  of  termination  every 
fifth  or  -sixth  year  --  or  every  ninth  or  tenth  year  as  proposed  elsewhere  —  would 
be  counterproductive.  We  have  seen  no  evidence  that  the  states  which  have  enacted 
such  legislation  have  concluded  that  such  periodic  total  rejustif icatlon  Is  of 
demonstrated  benefit. 

The  Legislative  Reorganization  Acts  of  1946  and  1970  require  oversight  by 
standing  committees.  The  Congressional  Budget  and  Impoundment  Act  of  1974.  broadened 
the  authority  and  added  tools.  Including  the  hiring  of  consultants  to  evaluate  and 
the  right  to  require  agency  reports.  New  responsibilities  were  given  the  General 
Accounting  Office  in  program  review.  Thus  we  are  not  starting  at  zero.  Indeed,  we 
evaluate  H.R.  2  as  a  massive  overkill;  a  scythe-like  attack  which  could  well  kill 
programs  whose  beneficiaries  need  the  protection  of  their  human  dignity,  but  who  are 
not  an  effective  political  or  legislative  constituency.  Oversight  Is  not  a  dramatic, 
attention-drawing  aspect  of  the  legislative  process,  but  It  Is  Infinitely  preferable 
to  the  provisions  of  H.R.  2. 

Since  much  of  the  claimed  need  for  the  legislation  under  consideration  lies 
in  alleged  abuses  of  the  regulatory  agencies,  an  annual  report  from  a  Committee  on 
Regulatory  Evaluation  should  be  required.  This  committee  could  consist  of  both 
representatives  of  the  agency  studied  and  of  other  agencies,  suggesting  alternative 
programs,  evaluating  performance  and  explaining  in  some  detail  the  precise  gains 
accomplished  In  the  public  interest.  It  may  be  that  Congress  has  created  too  many 
or  unneeded  regulatory  problems  for  the  public.  However,  If  it  has,  the  answer  to 
that  problem  lies  in  controlling  the  regulations  and  the  agencies  promulgating  them, 
not  in  threatening  the  abolition  of  programs,  absent  substantive  demonstration  that 
this  should  occur. 
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We  understand  that  Senator  Edward  M.  Kennedy  has,  or  soon  will,  introduce 
legislation  to  this  effect.  We  will  support  such  a  thrust. 

As  another  alternative  to  H.R.  2,  we  suggest  that  proper  legislative  oversight 
and  scrutiny  and  better  Executive  Branch  management  could  accomplish  the  good  that 
is  sought  without  the  cost  inherent  in  H.R.  2. 

The  monumental  task  of  review,  as  envisaged  by  H.R.  2,  would  itself  be  a  new 
program  of  major  proportions.  It  is  doubtful  that  this  investment  of  resources  can 
be  justified  by  what  is,  at  best,  a  presumed  benefit  to  the  public  interest. 

Similarly,  if  such  legislation  is  to  be  enacted,  a  privileged  "sunset  reauthori- 
zation" bill  to  guard  against  filibuster  denial  of  reauthorization  would  have  merit. 

Despite  the  lengthy  hearings  and  study,  we  suggest  that  legislation  of  this 
complexity  requires  more  thorough  consideration  and  particularly  a  clear  distinction 
between  evaluation  and  selectivity  on  the  one  hand  and  sweeping,  across-the-board 
provisions  on  the  other.  As  an  example,  the  relation  of  the  bill's  "program  inventory" 
to  the  Budget  Act's  funcitonal  categories  is  not  clear. 

It  Is  helpful  that  payments  of  benefits  to  individuals  in  the  nature  of 
entitlements  from  federal  trust  funds  or  otherwise,  be  excluded  from  the  bill.   The 
exemption  of  many  programs  in  H.R.  2,  Section  103,  is  a  recognition  that  a  good  number 
should  continue  undisturbed. 

As  you  know,  the  reorganization  of  the  civil  service  system  has  just  been 
accomplished  under  the  reorganization  authority  of  the  President  and  under  supple- 
mentary legislation.   The  whole  purpose  was  to  make  more  efficient  the  operation  of 
the  Executive  Branch  of  the  federal  government.   In  our  view,  reorganization  of  the 
federal  civil  service  should  be  given  a  chance  to  work. 

If  we  had  to  choose  between  H.R.  2  and  H.R.  65,  clearly  the  latter  is  better 
legislation.   H.R.  65  comes  closer  to  "front  end"  review.   It  is  a  more  moderate 
bill. 

As  on  so  many  issues j  we  find  ourselves  in  disagreement  with  the  Carter 
Administration.  The  President's  May  23  endorsement  of  H.R.  2  stated:   "...H.R.  2 
provides  for  sunset  review  for  tax  expenditures. . .these  involve  spending  money  for 
social  goals,  and  they  need  regular  review  just  as  much  as  direct  spending  programs. 
Presumably,  he  was  referring  to  programs,  such  as  the  administration  of  the  child 
labor,  minimum  wage  and  overtime  provisions  of  the  Fair  Labor  Standards  Act.  The 
possible  automatic  lapse  —  under  H.R.  2  —  of  such  fundamental  social  policy  and 
labor  standards  of  the  country  almost  defies  belief.   Since  1938,  that  law  has 
collected  millions  of  dollars  of  overtime  pay  for  workers  who  were  cheated,  recovered 
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the  minimum  wage  for  those  who  were  denied  it  Illegally,  and  has  taken  children 
from  the  mills  and  sweatshops  and  —  to  a  degree  —  from  the  farm  fields  to  protect 
their  childhood.   No  presumption  of  termination  should  lie  against  such  laws.  The 
premise  should  be  continuity,  updating,  expansion  of  protection,  a  raising  of  the 
floor  under  human  dignity. 

The  provisions  of  H.R.  65  are  more  constructive.  There  is  no  question  that 
a  need  exists  for  more  effective  oversight  and  that  Increased  specificity  in  the 
objectives  of  the  laws  is  generally  desirable.  This  presumes  that  the  extreme  of 
attempting  to  administer  by  legislation  is  avoided. 

Certainly  Inclusion  of  "the  objectives  and  requirements,  and  the  obligation 
of  periodic  agency  reports  is  reasonable.   Similarly,  analysis  of  the  objectives, 
impacts  and  costs  is  a  reasonable  provision.  As  with  H.R.  2,  however,  it  is  not  clear 
how  Section  202  of  H.R.  65  relates  the  "catalog"  of  federal  activities  to  the  Budget 
Act's  functional  categories.  --  '; 

With  respect  to  obligations  not  "Impaired,"  noted  in  Section  402,  there  are 
other  categories  which  might  well  be  added  as  beyond  the  realm  of  the  bill.  However, 
H.R.  65  is  preferable  to  H.R.  2,  if  only  because  it  takes  a  more  modest  and  realistic 
approach  to  the  problem  which  they  both  address . 

The  Executive  Branch  has  long  been  enamored  of  management  tools  for  "greater 
productivity"  or  more  efficiency,  which  American  industry  has  successfully  portrayed 
as  among  its  characteristics.  Some  years  ago  the  "in"  acronym  was  PPBS,  a  Program, 
Planning,  Budgeting  System.  This  was  the  grander  offspring,  in  part,  of  an  older 
Method-Time-Motion,  MTM,  technique,  which,  in  part,  disguised  under  engineering 
nomenclature  what  we  in  the  unions  knew  to  be  the  speed-up  or  stretch-out.  In  the  ' 
immediate  past,  we  have  been  Introduced  to  ZBB,  Zero  Base  Budgeting.  If  one  relied 
on  its  advance  billing,  the  problems  now  addressed  would  be  well  on  the  way  to 
solution.  In  any  case,  we  are  reminded  bj'  "sunset"  of  its  dubious  ancestry.  Its 
name  is  another  thing  —  "sunset"  may  be  an  apt  and  prophetic  title. 

In  sum,  we  urge  that  a  joint  committee  of  the  Executive  and  Legislative 
Branches  consider  further  the  whole  question  of  such  "sunset"  legislation  as  against 
alternative  program  evaluation  procedures.  There  is  simply  too  much  threatened,  in 
our  view,  to  seek  to  accomplish  all  of  the  goals  envisioned  within  the  terms  of  the 
proposed  legislation.  We  would  be  happy  to  contribute  to' any  further  study. 
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In  1977,  the  Public  Employee  Department's  convention  adopted  the  following 

resolution  on  the  subject  of  "sunset"  legislation. 

WHEREAS,  A  number  of  states  and  the  Congress  are  considering 
or  have  Implemented  "sunset"  legislation;  and 

VfHEREAS,  Most  "sunset"  proposals  require  total  rejustification 
of  all  government  agency  functions  once  every  five  years  at  a  rate 
of  20  percent  each  year;  and 

WHEREAS,  Such  laws  are  a  poor  substitute  for  proper  legislative 
and  executive  oversight;  and 

WHEREAS,  "Sunset"  legislation  sharply  increases  uncertainty  of 
future  governmental  functions,  including  social  programs  and  the 
legitimate  career  aspirations  of  public  employees;  therefore  be  it 

RESOLVED,  That  the  Public  Employee  Department  voices  its 
opposition  to  enactment  of  such  legislation  and  exerts  suitable 
efforts  to  defeat  them;  and  be  it  further 

RESOLVED,  That  upon  adoption  the  Public  Employee  Department 
will  submit  this  resolution  to  the  AFL-CIO  Convention  to  be  held 
December,  1977,  in  Los  Angeles,  California. 

Subsequently,  the  AFL-CIO  Convention  approved  a  similar  proposal. 

Mrs.  Chisholm.  Thank  you  very  much. 

Could  you  cite  examples  of  programs  you  feel  are  good  and 
efficient  but  would  have  a  great  deal  of  difficulty  on  a  sunset 
renewal? 

Mr.  CosGROVE.  Yes;  I  think  OSHA  would  be  an  example,  Madam 
Chair,  in  the  sense  that  it  was  a  very  hot  item,  as  everyone  knows, 
when  it  came  to  the  floor.  It  was  derided,  perhaps  now  without 
cause  in  some  cases  where  the  regulation  or  application  was  injudi- 
cious in  some  cases,  but  the  fundamental  question  dealt  with  the 
life  and  limbs  of  humans,  and  that  is  a  very  important  question 
and  one  to  which  properly  the  Federal  Government  has  some  re- 
sponsibility and  should  address,  itself. 

Yet  if  it  came  up  for  renewal,  there  would  be  a  donnybrook,  as 
indeed  there  would  be  any  time  OSHA  is  brought  to  the  floor  in 
any  guise,  and  that  would  be  true,  I  think,  in  most — perhaps  the 
more  sensitive  and  needed  and  complex — of  the  social  problems 
sought  to  be  addressed,  the  more  important,  the  more  sparks  will 
be  created  by  it  being  brought  up,  and  the  more  the  opposition  will 
seize  upon  this  legislation  as  a  forum  to  destroy  the  legislation. 

Mrs.  Chisholm.  Thank  you. 

I  am  going  to  ask  to  be  excused  momentarily.  I  have  an  unantici- 
pated meeting  with  Joe  Califano.  I  hope  to  be  back  and  will  ask 
Mr.  Derrick  to  take  over  for  me. 

Mr.  Derrick  [presiding].  Chairman  Long? 

Mr.  Long.  No  questions,  but  I  thank  you  and  offer  my  compli- 
ments for  your  testimony. 

One  comment  that  is  interesting  to  me  as  I  have  talked  to  people 
in  the  field  that  you  are  in  and  Mr.  Young  and  the  young  lady  and 
gentleman  from  Congress  Watch,  and  many  of  the  people  that  are 
interested  in  social  types  of  programs,  on  the  one  hand,  that  feel 
that  H.R.  2  would  perhaps  prejudice  the  reenactment  of  their 
programs  in  view  of  the  current  swing  in  the  country.  But,  on  the 
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other  hand,  you  find  people  from  the  business  community  that  are 
unalterably  opposed  to  the  inclusion  and  would  seek  exclusion  of 
the  application  of  H.R.  2  to  tax  expenditure. 

It  is  interesting  to  me,  being  a  legislator  with  the  responsibility 
of  looking  at  both  of  these,  perhaps  these  reflect  what  occurred  as 
different  political  economic  swings  have  occurred  in  the  country, 
and  there  might  very  well  be  validity  to  the  arguments  on  both 
sides,  as  you  start  thinking  about  it. 

I  hadn't,  until  today,  really  juxtaposed  those  in  my  mind  in 
looking  at  both  of  them,  the  way  that,  as  you  are  sitting  there 
reciting  yours,  which  I  think  are  very  valid,  they  begin  to  strike 
me  that  this  is  reflective  of  legislation  over  a  long  period  of  time, 
and  as  these  political  swings  occur,  and  if  we  looked  at  each  of 
them  when  the  political  climate  was  not  conducive  to  the  further 
answer  of  those  programs,  OSHA  being  an  example  of  the  case  in 
point,  probably  right  now,  that  perhaps  worthwhile  legislation 
would  be  omitted,  whether  it  be  tax  expenditure-type  of  legislation 
or  whether  it  be  direct  spending  programs. 

Mr.  CosGROVE.  I  might,  Mr.  Chairman,  in  partial  response  to 
that,  say  that  I  think  that  is  certainly  a  cogent  and  probative 
observation.  There  is  also  the  fact  that  people  look  at  things  from 
different  perspectives.  Take  the  Budget  Act.  There  are  those  on  the 
conservative  side  in  the  Congress  who  said  that  the  purpose  of  this, 
or  felt,  I  think  that  the  purpose  of  this  was  to  gain  control  of 
expenditures  by  the  budget  process  and  put  a  damper  on  what  they 
viewed  as  excessive  Federal  expenditures. 

The  same  legislation  precisely  was  advocated  in  many  instances 
by  proponents  of  social  programing  the  more  liberal  wing  of  the 
Congress,  on  the  ground  it  would  permit  the  establishing  of  prior- 
ities, hopefully  the  good  priorities,  as  they  would  see  them. 

So  many  times  the  one  piece  of  legislation  can  have  obviously, 
different  sides  to  it.  In  that  case,  and  this  is  what  worries  me  about 
this  legislation,  in  the  budget  case,  in  my  judgment,  the  conserva- 
tives read  the  thing  more  accurately  and,  in  my  judgment,  it  has 
tended  to  work  in  that  direction — more  in  the  direction  of  stopping 
the  expansion  of  what  I  would  think  in  some  cases  are  needed 
programs  to  the  exclusion  of  establishing  priorities  one  would  hope 
for. 

Mr.  Long.  When  you  couple  that  with  the  change  in  tempera- 
ments of  the  people  as  times  change  and  circumstances  change,  the 
two  compounded  really  make  a  very  serious  situation. 

Mr.  CosGROVE.  I  would  think  it  might  also  be  noted  while  this 
incredible  hulk,  as  it  was  viewed,  of  the  H.R.  13  syndrome,  seemed 
to  suggest  everything  to  everyone,  including  that  all  the  social 
progress  of  the  last  half  century  was  to  be  ignored  and  turned 
back,  the  polls  on  propositions  similar  in  one  or  two  States,  almost 
identical  to  California,  and  less  similar  in  other  States,  did  not 
indicate  such  a  great  popular  swing.  So  if  there  is  a  swing  in  this 
direction,  it  should  not  be  overstated. 

I  think  in  some  cases  it  is  used  as  a  facade  behind  which  to  hide 
unwillingness  to  proceed  socially. 

Whereas  it  is  a  real  thing  and  appropriate  that  we  save  money 
and  get  the  best  dollar  return  for  the  revenue  dollars  invested,  to 
suggest  for  a  minute  we  could  return  to  some  laissez-faire  of  the 


452 

1920's  is  absurd  on  the  face  of  it  and  socially  evil.  But  the  question 
that  arises  is  extremely  important. 

Mr.  Long.  Thank  you,  Mr.  Chairman. 

Mr.  Derrick.  Mr.  Lott? 

Mr.  Lott.  I  am  sorry  I  didn't  get  back  in  time  to  hear  your 
testimony.  Did  you  state  either  your  position  or  the  position  of  the 
Public  Employees  Department  of  AFL-CIO  with  regard  to  the  tax 
provision? 

Mr.  CosGROVE.  We  would  have  mixed  feelings  about  that.  We 
would  have  to  agree  with  some  of  the  previous  witnesses.  I  believe 
the  AFL-CIO,  Congressman,  feels  that  if  one  is  to  address  the 
outgo  programs  that  spend,  one  should  address  the  income,  the 
whole  tax  thing.  But  the  other  side  of  that  coin  is  that  you  open  up 
both  sides  of  the  tax  thing. 

Ought  this  loophole  be  closed,  or  that  aspect,  but  the  reverse 
could  appropriately  be  opened  equally,  and  that  is  the  question  of 
maybe  there  shouldn't  be  a  progressive  income  tax  at  all. 

Understand  me,  that  is  not  my  position,  but  I  think  it  is  one  of 
the  things  that  could  be  introduced. 

I  think  this  is  a  problem  endemic  more  to  H.R.  2,  itself,  than  it  is 
to  whether  or  not  tax  is  in  or  out. 

Mr.  Long.  I  asked  you  that  question  because  you  and  Mr.  Young 
represent  large  segments  of  the  working  people  of  America,  and  I 
would  think  would  have  concern  that  inclusion  of  tax  provisions  in 
the  sunset  legislation  could  be  a  backdoor  or  hidden  approach  to 
raise  taxes  on  the  working  people  of  America. 

By  inaction,  that  same  minority  that  was  alleged  earlier  today, 
would  be  in  a  position  of  being  able  to  stifle  quote  unquote  good 
programs  and  also  a  different  minority  might  be  in  a  position  by 
inaction  of  allowing  tax  increases,  by  allowing  for  the  lapse  of  tax 
deductions  and  tax  credits. 

Mr.  CosGROVE.  I  think  that  is  possible.  The  history  of  the  tax 
issue  rests  on  one  or  two  facts,  it  seems  to  me.  One  is  that  we  have 
been  able  to  maintain  what  is  basically  a  credible  and  progressive 
tax  system  at  the  Federal  level  of  this  country,  not  at  the  State  or 
local  level,  but  fairly  progressive  nationally.  But  we  have  not,  on 
the  other  hand,  in  my  judgment,  been  successful  in  bringing  about 
serious  tax  reform,  though  we  talk  about  it  constantly.  It  is  a 
subject  for  conversation,  but  I  haven't  seen  much  in  the  way  of 
serious  tax  reform  on  the  major  scale  that  is  needed. 

Mr.  Long.  You  mean  genuine  tax  reduction? 

Mr.  Cosgrove.  I  mean  equity  in  the  sense  of  closing  some  of  the 
loopholes  that  do  exist  and  making  for  equity  in  the  tax. 

Mr.  Long.  That  is  all. 

Mr.  Derrick.  Thank  you  very  much. 

Mr.  Cosgrove.  Thank  you,  sir. 

Mr.  Derrick.  Presenting  testimony  for  the  National  Association 
of  Manufacturers  will  be  Richard  M.  Patterson,  Dow  Chemical,  and 
chairman,  Subcommittee  on  Regulatory  Reform  and  Consumer  Af- 
fairs, National  Association  of  Manufacturers,  and  Cliff  Massa,  vice 
president,  fiscal  and  economic  policy. 

Gentlemen,  we  are  glad  to  have  you  here  and  appreciate  your 
testimony. 
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STATEMENT  OF  RICHARD  M.  PATTERSON,  DOW  CHEMICAL, 
AND  CHAIRMAN,  SUBCOMMITTEE  ON  REGULATORY  REFORM 
AND  CONSUMER  AFFAIRS,  NATIONAL  ASSOCIATION  OF  MAN- 
UFACTURERS 

Mr.  Patterson.  Thank  you. 

I  am  Richard  M.  Patterson,  representing  NAM  and  their  Sub- 
committee on  Regulatory  Reform  and  Consumer  Affairs.  In  the 
short  time  allotted,  we  will  try  to  summarize  our  views  on  H.R.  2 
and  H.R.  65. 

The  National  Association  of  Manufacturers  has  supported  and 
actively  worked  for  the  introduction  and  passage  of  legislation  that 
would  bring  about  true  regulatory  reform.  We  feel  there  are  three 
basic  legislative  concepts  that  would  achieve  this  goal.  They  are, 
and  not  necessarily  in  our  order  of  preference:  First,  mandated  cost 
analysis  of  new  regulations  by  all  regulatory  agencies;  second,  leg- 
islative veto;  and,  third,  the  sunset  review  of  budgetary  and  organic 
authority  of  Federal  programs  and  regulatory  agencies.  The  enact- 
ment of  thoughtful  and  meaningful  bills  would  be  a  great  stride 
toward  achieving  the  basic  goal  of  regulatory  agency  and  program 
accountability. 

The  subject  of  H.R.  2,  the  sunsetting  of  Federal  programs,  is  not 
a  new  one.  As  has  been  mentioned,  legislative  oversight  is  already 
mandated  in  Federal  statutes.  Obviously,  the  sunset  concept  is  not 
new.  And  we  feel  that  it  is  time  that  Congress  should  be  legislative- 
ly motivated  to  review  all  Federal  programs  to  determine  if  they 
are  still  relevant  and  that  they  are  accomplishing  the  goals  that 
Congress  intended. 

If  they  are  not  longer  relevant,  or  they  have  missed  their  mark, 
they  should  be  revised  or  go  out  of  existence.  My  views  just  stated 
do  not  apply  to  the  sunsetting  of  the  provisions  of  the  Tax  Code, 
the  so-called  tax  expenditures.  Our  serious  objections  to  this  will  be 
covered  by  someone  much  more  skilled  in  the  tax  area  than  I — 
Cliff  Massa — in  a  few  minutes. 

I  would  like  to  comment  briefly  on  the  specific  provisions  of  H.R. 
2.  We  basically  agree  with  the  four  major  provisions  of  title  I,  that 
is,  the  specific  schedule  for  reviewing  and  reauthorizing  all  Federal 
programs,  not  specifically  excluded;  termination  of  funding  for  any 
program  that  is  not  specifically  reauthorized;  the  grouping  of  pro- 
grams scheduled  for  review  according  to  their  budget  subfunctions 
and  the  requirement  that  the  report  accompanying  any  reauthori- 
zation bill  should  answer  certain  basic  questions  about  the  program 
being  reauthorized. 

A  10-year  review  cycle  may  be  too  long;  8  years  may  be  too  short. 
It  is  a  matter  of  personal  judgment,  and  I  think  if  legislation  is 
enacted,  time  will  really  tell  what  is  the  optimum  review  cycle. 

The  inventory  that  would  be  required  of  GAO  in  title  II,  we 
think,  is  essential.  This  catalog,  if  it  were  kept  current,  would  be 
the  first  total  compilation  of  all  Federal  programs  in  one  place 
where  we  could  get  our  arms  around  them. 

We  wish  that  every  program  due  for  review  could  be  the  subject 
of  in-depth  review.  Obviously,  that  is  not  practical.  Therefore,  title 
III  should  carefully  set  forth  the  guidelines  for  the  selection  of  the 
programs  to  be  sure  that  the  most  burdensome,  the  most  outmoded 
or  ineffective  programs  do  not  escape  that  in-depth  review.  Fast 
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growing  programs  or  very  large  ones  should  be  reviewed  at  least 
every  two  budget  cycles  to  be  sure  that  they  are  kept  current  and 
under  control. 

The  citizens  commissions,  as  would  be  established  in  title  IV,  are 
just  not  really  our  cup  of  tea.  They  usually  cost  a  lot  of  money,  end 
up  in  only  a  large  volume  of  reports  that  do  not  accomplish  a 
whale  of  a  lot.  I  ask  you  to  look  back  at  the  Hoover,  Landis  and 
Ash  Commissions  and  the  result  that  came  out  of  that.  The  com- 
missions are  often  an  excuse  for  Congress  to  procrastinate.  We  do 
not  feel  obviously  that  such  citizens  commissions  should  be  estab- 
lished. 

We  heartily  endorse  the  requirement  of  title  V  that  the  Presi- 
dent submit  a  legislative  reform  program  for  16  regulatory  agen- 
cies, and  we  have  so  stated  in  our  testimony  to  the  Senate  Commit- 
tee on  Governmental  Affairs  regarding  S.  445. 

These  agencies  need  their  goals,  their  charters,  their  modus  oper- 
andi reviewed  and  readjusted  in  time  the  same  way  that  a  sunset 
would  require  scrutiny  of  their  dollar  authorizations. 

The  President  is  going  to  be  hard-pressed  to  provide  anything 
other  than  a  very  subjective  management  report  on  the  effective- 
ness of  each  department  and  agency  as  required  by  title  VI.  To 
measure  anything,  you  need  a  yardstick,  and  unfortunately  Con- 
gress has  given  the  President  darn  few  of  those.  Vague  legislative 
goals  are  the  cause,  we  feel,  of  much  of  our  present  overregulation 
problems.  Maybe  H.R.  65,  if  it  were  enacted,  could  correct  this 
deficiency.  But  without  clearly  and  concisely  stated  legislative 
goals  and  intent,  we  would  not  expect  the  management  report  to  be 
anything  other  than  highly  subjective  and  highly  political. 

And  such  a  report  even  if  it  could  be  done  objectively,  should  be 
made  on  each  and  every  department  and  agency  without  any  ex- 
ceptions. 

Mr.  Massa  will  detail  our  objections  to  title  VII,  the  inclusion  of 
the  provisions  of  the  Tax  Code.  And  I  will  only  make  two  com- 
ments about  title  VIII. 

The  first  is  that  Congress  should  be  given  as  little  opportunity  as 
possible  to  circumvent  the  intent  of  H.R.  2.  Missing  the  sunset 
deadline  for  a  program  due  for  review  should  be  tolerated  only  in 
an  emergency  situation  and  only  once. 

The  second  comment  is  to  support  the  Presidential  report  on 
regulatory  duplication  and  conflict  of  Federal  programs  due  for 
reauthorization.  The  inclusion  of  State  and  local  program  conflicts 
and  duplication  would  be  a  monumental  and  probably  an  impracti- 
cal task. 

In  conclusion,  I  would  like  to:  First,  reaffirm  our  support  of  a 
practical  and  effective  sunset  bill  as  part  of  a  much  needed  regula- 
tory reform  program;  second,  to  reiterate  our  strenuous  objections 
to  the  inclusion  of  the  Tax  Code  provisions;  third,  underscore  our 
support  of  the  intent  of  H.R.  65  to  have  Congress  provide  before 
enactment,  the  specific  goals  and  intentions  for  any  new  legislation 
or  amendment  to  existing  law;  and  fourth,  again,  offer  our  hearts, 
minds,  and  energy  to  assist  Congress,  Members  and  staff  who  are 
sincerely  interested  in  and  intend  to  enact  regulatory  reform  legis- 
lation that  will  regain  control  of  the  fourth  branch  of  Government. 
The  removal  of  this  excessive  and  inflationary  burden  from  the 
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backs  of  the  American  people  would  go  a  long  way  toward  alleviat- 
ing many  of  the  economic  and  social  problems  that  are  sapping  the 
strength  of  the  country. 

I  would  like  to  thank  you  for  the  opportunity  to  present  our 
views  on  the  legislation,  and  naturally  I  would  be  happy  to  answer 
any  questions  about  my  testimony  that  I  can. 

STATEMENT  OF  CLIFF  MASSA  III,  VICE  PRESIDENT,  FISCAL 
AND  ECONOMIC  POLICY,  NATIONAL  ASSOCIATION  OF  MANU- 
FACTURERS 

Mr.  Massa.  If  I  may,  Mr.  Chairman,  let  me  cover  quickly  our 
concerns  about  the  tax  expenditure  concept  that  has  developed  and 
found  its  way  into  various  sunset  and  sunrise  legislative  proposals. 

Our  concerns  go  first  to  the  concept,  itself,  as  to  whether  it  is 
subject  to  reasonable  definition.  But,  beyond  that,  we  are  con- 
cerned about  the  way  in  which  it  is  practically  applied  and  more 
particularly  the  problems  that  would  arise  if  the  sunset  approach 
were  applied  to  the  concept. 

The  definition  in  legislation  in  this  area  is  essentially  the  same 
language  that  is  in  the  Budget  Act.  It  covers  any  provision  of 
Federal  law  that  allows  a  special  exemption,  exclusion,  deduction, 
special  credits,  preferential  rates  of  taxes,  deferral  of  tax  liability — 
all  of  which  we  feel  are  themselves  very  subjective  judgments.  This 
is  the  first  problem  with  the  concept. 

Trying  to  determine  what  is  a  normal  tax  structure  from  which 
these  special  exclusions  and  deductions  are  departures,  is  another 
problem.  But  the  practical  application  of  the  concept  is  the  key. 

Since  1974,  and  the  Budget  Act,  you  have  seen  at  least  three 
annual  lists,  one  put  out  by  the  Congressional  Budget  Office;  one 
by  the  Joint  Taxation  Committee  staff;  and  one  in  the  President's 
annual  budget  message.  There  are  some  very  curious  omissions, 
and  inclusions  on  the  list  which  we  think  point  out  the  problems 
with  the  concept.  For  example,  you  have  a  graduated  corporate 
income  tax  rate  below  46  percent  which  finds  its  way  onto  the  list, 
but  individual  graduated  tax  rates  below  the  maximum  don't  find 
their  way  onto  the  list.  A  dividend  exclusion  for  individuals,  which 
is  a  slight  reduction  from  the  double  taxation  of  corporate  income, 
is  on  the  list  when,  in  fact,  it  is  preventing  or  minimizing  double 
taxation.  You  have  a  number  of  itemized  deductions  such  as  State 
and  local  taxes,  mortgage  interest,  property  taxes,  and  so  forth, 
that  get  onto  the  list,  but  the  zero  bracket  amount,  which  is  sup- 
posed to  encourage  people  to  quit  itemizing  deductions,  doesn't  find 
its  way  onto  the  list. 

Another  practical  problem  is  the  way  in  which  the  revenue 
estimates  are  utilized.  Even  the  reports  that  accompany  the  lists, 
particularly  out  of  the  Joint  Committee  staff,  will  note  that  those 
revenue  estimates  should  be  taken  with  a  certain  grain  of  salt. 
They  are  known  as  static  revenue  estimates  which  presume  you 
can  raise  taxes  or  lower  taxes  in  a  vacuum;  that  there  will  be  no 
taxpayer  behavior  change.  So  $150  billion  worth  of  tax  expendi- 
tures, if  you  will,  suggests  that  there  is  a  lot  more  money  to  be 
raised  out  there  by  changing  the  tax  law  than  actually  would  exist 
because   the    money   will    have   to   come   from    somewhere.    This 
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changes  economic  behavior,  and  all  of  that  money  just  isn't  going 
to  be  there  if  all  these  changes  were  to  take  place. 

Specifically  on  sunset,  we  are  concerned  about  the  possibilities  of 
what  amount  to  backdoor  tax  increases,  of  a  certain  amount  of 
investment  planning  instability,  plus  the  impact  on  Congress,  itself. 

The  problems  associated  with  making  big  investments,  whether 
it  is  $100,000  for  one  of  our  smaller  manufacturers,  or  $100  million 
lor  one  of  the  giant  corporations,  require  several  years  of  planning. 
If  you  are  looking  at  even  the  possibility  of  things  like  accelerated 
depreciation  or  the  investment  tax  credit  being  sunsetted  at  the 
next  year  or  2  years  out,  even  by  accident,  much  less  by  minority 
rule,  that  will  cause  strange  investment  decisions,  we  fear. 

Also,  because  of  the  possibility  of  congressional  delay,  either  in 
committees  or  on  the  Senate  floor  or  of  Presidential  veto,  which 
can  be  sustained  by  one-third-plus-one,  the  possibility  for  backdoor 
tax  increases  is  a  real  concern. 

Efforts  to  change  the  tax  law  by  reducing  or  repealing  many 
items  in  the  tax  expenditure  list  have  been  undertaken  in  each  of 
the  four  tax  bills  in  the  last  4  years  alone.  These  efforts  have  been 
beaten  back,  in  some  cases  by  very  sizable  margins  in  the  Congress. 
But  a  minority  could,  in  fact,  generate  tax  increases  by  just  pre- 
venting the  reauthorizations  from  going  through.  As  a  practical 
matter,  the  schedule  in  H.R.  2  calls  for  reauthorization  dates  to 
occur  in  every  Federal  election  year,  the  even-numbered  years.  The 
last  two  major  tax  bills  enacted  in  1976  and  1978  were  enacted 
under  the  gun  of  the  adjournment  deadline.  Those  of  us  actively 
involved  with  those  bills  are  aware  of  the  number  of  problems  that 
came  in  trying  to  get  a  coherent  tax  bill  put  together  at  that  late 
date. 

We  are  generally  concerned  that  the  tax  expenditure  concept  is 
inappropriate  and  that  its  practical  problems  would  be  compound- 
ed by  sunset.  We  strongly  encourage  the  Congress  to  consider 
favorably  sunset  legislation  in  general  but  delete  the  sunsetting  of 
tax  expenditures  from  whatever  measure  is  adopted. 

Thank  you. 

[Joint  prepared  statement  of  Richard  M.  Patterson  and  Cliff 
Massa  III  follows:] 
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INTRODUCTION 


Richard  M.  Patterson,  Government  Relations  Manager,  Dow  Chemical 
Company;  and  Chairman  NAiM  Regulatory  Reform  and  Consumer  Affairs 
Subcommittee. 

Cliff  Massa  III,  Vice  President,  NAM  Fiscal  and  Economic  Policy 
Department. 


The  NAM  is  a  voluntary  organization  comprised  of  ap- 
proximately 12,400  member  firms  of  all  sizes  from  every  state  in 
the  nation  which  provide  consumers  with  apjproximately  80%  of  the 
goods  manufacturered  in  this  country.  The  NAM  is  affiliated  with 
the  158,0000  member  National  Industrial  Council.   While  our 
members  include  many  of  the  nation's  largest  companies,  almost 
8C*.  of  our  companies  are  small,  employing  fewer  than  500  people. 

On  behalf  of  the  National  Association  of  Manufacturers,  we 
would  like  to  thank  you  for  this  opportunity  to  present  our  views 
on  H.R.  2,  "The  Sunset  Act  of  1979"  and  H.R.  65,  "The  Legislative 
Oversight  Act  of  1979." 

Accountability 

The  NAM  actively  supports  the  concepts  behind  true  regulatory 
reform.   Last  year,  the  NAM  vigorously  supported  and  worked  for 
the  passage  of  the  Airline  Deregulation  Act  of  1978.   We  also 
support  reform  of  the  trucking  industry  to  insure  that  our 
transportation  system  operates  in  the  best  interests  of  the 
majority  of  Americans.   Additionally,  the  NAM  is  actively  working 
to  reform  the  rulemaking  procedures  of  the  various  Federal 
agencies  and  bring  greater  accountability  to  the  regulatory 
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process.   We  recognize  that  sunset  legislation  is  not  the  only 
method  to  improve  the  regulatory  process,  but  we  do  believe  that 
the  sunset  concept  has  the  very  strong  potential  for  eliminating 
unnecessary  and  duplicative  federal  programs  and  regulations.  The 
sunset  concept  certainly  has  the  potential  for  improving  ef- 
fectiveness and  for  bringing  a  large  measure  of  accountability  to 
the  programs  and  policies  of  our  government. 

Most  federal  laws  were  enacted  in  response  to  legitimate 
public  concerns.   But  as  programs  are  written,  some  have  caused 
widespread,  although  generally  unintended,  results  ranging  from 
conflicting  and  duplicative  rules  to  the  negation  of  national 
policy  goals  such  as  increasing  energy  production  and  controlling 
inflation.   Even  the  best  programs  can  outgrow  their  usefulness 
as  circumstances  change.   What  is  desperately  needed  today  is 
accountability.   This  is  the  issue  which  is  fundamental 
to  the  regulatory  process.   I  think  we  can  all  agree  with  this. 
We  believe  that  the  sunset  concept  can  help  to  bring 
accountability  to  the  process. 

We  need  a  self-imposed,  action-forcing  mechanism  such  as 
sunset  because  meaningful  oversight  of  such  programs  is  unlikely 
to  occur  otherwise.   Congressional  oversight  is  presently 
sporadic  and  inadequate  at  best.   We  need  a  procedure  which  will 
force  action.   The  budget  process  is  a-  procedure  similar  to  the 
sunset  concept.   The  Budget  Act  forces  Congress  to  consider 
overall  revenues,  spending  and  deficit  totals,  and  to  make 
informed  trade-offs  in  budget  matters.  Such  a  structure  for 
consideration  of  budget  matters  helps  to  keep  accountability  in 
the  system.   VJe  need  to  do  the  same  for  federal  spending 
programs.   Old,  outmoded  programs  freeze  out  new,  responsive 
programs.   Without  an  action-forcing  mechanism,  reform  will  be 
delayed  or  will  not  happen  at  all. 

The  airline  reform  and  trucking  reform  are  two  good  examples. 
For  over  3  years  the  Congress  labored  over  various  proposals  to 
modify  the  artificial  economic  regulations  imposed  upon  the  air- 
line industry  by  the  CAB.   Despite  the  diligent  work  of 
Congressional  Committees,  it  was  not  until  the  CAB,  the  White 
House  and  Congress  pushed  for  reform,  that  any  real  action  began 
to  take  place. 
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In  the  area  of  trucking  reform,  the  proposals  are  opposed  by 
trucking  and  labor  interests.   Without  a  compelling  incentive  for 
Congress  to  act,  even  a  review  of  the  area  is  prolonged  and 
reform  of  any  sort  will  be  a  long  time  in  coming. 

I  appear  before  you  today  to  encourage  this  committee  to  work 
towards  the  enactment  of  a  bill  which  would  structure  the  debate 
on  regulatory  reform  enabling  the  President,  the  Congress,  the 
public  and  other  interested  parties  to  consider  the  issues  in  a 
logical,  comprehensive,  methodical  manner.   It  may  well  be  that 
Congress  will  decide  to  maintain  the  status  quo,  in  some 
instances.   At  the  very  least  Congress,  and  the  public,  will  have 
had  the  opportunity  to  decide  affirmatively  to  maintain  the 
status  quo  in  a  reasonable  manner. 

THE  SUNSET  ACT  OF  1979  (H.R.2) 
Notwithstanding  our  view  that  certain  provisions  of  H.R.  2 
need  modification,  the  NAM  sees  the  concepts  embodied  in  this 
bill  as  a  giant  step  in  the  direction  of  meaningful  regulatory 
reform.  The  Association  strongly  supports  the  principle  of  a 
sunset  law  for  federal  spending  programs  and  policies.   In 
addition  we  continue  to  support  sunset  legislation  for  federal 
regulatory  activities  as  proposed  in  the  "Regulatory  Reform  Act 
of  1979"  (H.R. 2364  and  S.445). 

H.R.  2  is  a  workable  proposal  although  there  are  still 
provisions  which  are  troublesome  to  the  NAM,  particularly  the 
inclusion  of  so=called  "tax  expenditures".   Mr.  Cliff  Massa,  Vice 
President,  Fiscal  &  Economic  Policy,  NAM,  will  comment  on  this 
section  further,  but  let  me  note  at  this  time,  that  the  NAM  does 
not  support  the  inclusion  of  such  tax  provisions  in  any  type  of 
sunset  legislation. 

H.R.  2  would  establish  a  10-year  authorization  and  review 
cycle  for  existing  government  programs  grouped  according  to 
functional  budget  categories,  with  several  specific  exceptions. 
After  the  review  cycle,  should  Congress  decide  that  the  programs 
do  not  merit  continuation  and  reauthorization,  the  autho- 
rization would  terminate. 

As  we  understand  it,  the  purpose  of  H.R.  2  is  to  establish  a 
systematic  and  orderly  procedure  for  reconsideration  by  the  Con- 
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gress  of  its  past  program  enactments.  This  would  insure  that 
Congress  would  have  greater  responsibility  for  the  results  of 
past  legislative  work  and,  at  the  same  time,  increase  options 
available  for  future  allocations. 

Such  a  procedure  should  result  in  a  rational,  compre- 
hensive congressional  authorization  process.   Actual  "Sunset", 
the  termination  of  programs,  is  not,  as  we  see  it,  the  ultimate 
goal.   It  is  the  action-forcing  mechanism  aimed  at  promoting 
serious  consideration  of  the  programs  under  review. 

The  context  under  which  decisions  are  made  is  a  key  element 
of  H.R.  2.   Congress  must  consider  all  interrelated  programs 
together,  instead  of  the  current  one-by-one  consideration  of 
federal  programs,  if  indeed  any  consideration  is  given  to  the 
various  programs. 

These  two  principles:   coordinated  review  of  similar  programs 
and  an  action  forcing  mechanism,  are  inseparable.   Their  com- 
plementary roles  are  essential  to  integrity  of  meaningful  over- 
sight. 

The  NAM  views  these  basic  concepts  as  laudable.   Strong 
measures  must  be  taken  to  force  the  review  of  the  many  programs 
and  policies.   Our  support  for  sunset  legislation  in  general,  is 
based  on  the  realistic  notion  that  few  programs  will  actually   be 
abolished.   We  are  optimistic  that  real  modifications  could  re- 
sult, however,  and  eventually  lead  to  a  more  effective  utiliza- 
tion of  public  and  private  dollars  and  personnel. 

Critics  have  contented  that  the  time  and  work  involved  in  re- 
viewing so  many  federal  spending  programs  every  two  years  would 
be  an  impossible  task.   In  addition,  critics  charge  that  the  work 
load  might  lead  to  cursory,  superficial  reviews  because  com- 
mittees might  be  put  in  the  position  of  conducting  oversight  as 
advocates  rather  than  as  impartial  reviewers. 

We  do  not  believe  that  this  will  be  the  case.   The  10-year 
review  cycle  is  appropriate  we  feel.   This  time  frame  will 
provide  adequate  opportunity  for  all  interested  parties  —  the 
Congress,  Executive  Branch  and  the  public  -  to  prepare  analyses 
and  data  necessary  for  a  systematic  review  on  an  orderly  basis. 
A  shorter  time  period  might  well  force  a  hasty,  uninformed  de- 
cision. 
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Review 

H.R.  2  sets  up  three  types  of  review.   In  Title  I  all 
programs  to  be  reauthorized  would  receive  a  sunset  review,  which 
would  include  a  statement  of  needs,  accomplishments,  potential 
conflicts  and  costs.   Beyond  this  review.  Title  III  calls  for 
each  committee  to  conduct  periodic  intensive  reviews  for  certain 
selected  programs  or  groups  of  programs  under  its  jurisdiction. 
This  section  also  requires  that  the  committee  prepare  reports 
containing  findings,  recommendations  jnd  justifications.   The 
third  review,  contained  in  Title  V  requires  the  President,  over  a 
ten-year  period,  to  submit  once  in  each  Congress  an  analysis  of, 
and  legislative  plans  for,  reform  of  regulated  agencies, 

according  to  a  stipulated  schedule.   This  would  ansure  that 
federal  regulations  are  subject  to  comprehensive  review  and 
necessary  modifications.   The  title  would  require  that  16 
'specific  agencies  be  reviewed  on  a  specific  schedule. 

These  three  reviews  are  good  ones  although  the  NAM  would 
like  to  suggest  additional  improvements  can  be  made. 

In  Title  III,  language  should  be  included  to  require  that  all 
programs  which  meet  a  certain  minimum  standard  such  as  a  percent- 
age rate  of  growth  or  amount  of  authorization  be  reviewed  at 
least  every  two  budget  cycles.   Specific  inclusion  of  fast 
growing  or  very  large  programs  is  necessary  because  these  are  two 
factors  which  lead  to  duplicative,  outdated  programs,  policies 
and  regulations. 

Title  V  sets  out  the  plan  for  agency  reorganization.   The 
priorities  we  recognize,  should  be  determined  by  Congress.   We 
would  like  to  suggest,  however,  that  the  regulation  of 
Transportation  and  Communication,  Sec.  502   (a)(2),  be  considered 
first. 

This  is  not  to  say  that  the  area  of  energy  and  the  en- 
vironment are  not  extremely  important.   He  feel  that  the  trans- 
portation sectors  of  the  economy,  which  are  more  a  matter  of  ec- 
onomic concern  than  of  national  social  policy,  have  already  been 
studied  in  depth  by  Executive  and  Congressional  branches.   The 
expertise  already  exists  in  this  area,  and  this  would  provide  a 
"pilot-test"  for  this  sunset  approach. 
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We  would  suggest  that  the  second  area  for  review  could  be: 
the  regulation  o£  food,  health  and  safety  and  unfair  and  de- 
ceptive trade  practices.   This  would  focus  upon  activities  of  the 
CPSC,  FTC,  FDA,  OSHA,  etc.   This  group,  we  feel,  has  grown  the 
fastest  and  wields  the  greatest  discretionary   power.   These 
factors  can  easily  lead  to  duplicative  rules  and  lend  themselves 
to  greater  abuses.   We  have  no  strong  preference  in  the  order  of 
priorities,  thereafter.   However,  we  would  suggest  that  the 
President  and  Congress  be  given  a  flexible  schedule  as  to  the 
particular  areas  to  be  reviewed  within  the  given  framewqrk.  in 
each  t-w«-year  period.   As  our  Nation  faces  changes  there  may  be  a 
more  pressing  need  to  review  one  area  that  we  cannot  envision  at 
the  present  time. 

Citizens'  Commission 

Title  IV  of  H.R.  2  provides  for  the  establishment  of  a 
Citizens'  Commission  on  the  Organization  and  Operation  of  Govern- 
ment to  oversee  the  sunset  operation  and-  to  make  recommendations. 
Authorized  at  $4,^0-0,000  over  &s*r  years,  we  consider  this  ex- 
penditure unnecessary.  The  use  of  public  funds  for  such  a  vague 
and  duplicative  task  serves  no  useful  purpose  that  we  can  see  and 
we  strongly  recommend  that  this  provision  be  deleted.   In  ad- 
dition, the  periodic,  continuous  review  by  the  Congress  is  a  far 
better  and  more  effective  approach  to  oversight  than  a  temporary 
commission  which  would  serve  only  to  diffuse  responsibility  for 
the  review  process. 

Executive  Branch  Report  Cards 

Although  the  intent  of  Title  VI,  which  would  require  the 
President  to  submit  at  the  beginning  of  each  Congress  a  man- 
agement report  on  the  executive  branch  and  a  ranking  of  all 
programs  according  to  their  effectiveness  is  good,  we  question 
practicality  of  such  an  undertaking  by  the  Executive  Branch- of 
its  own  programs.   It  may  be  that  another,  third  party  review  of 
this  program  would  be  more  appropriate  -  the  GAO  for  example. 
Also,  it  appears  that  independent  agencies  would  be  specifically 
excluded  from  the  "report  card  plan".   Any  thorough  and 
meaningful  examination  would  need  to  include  these  agencies. 
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This  is  particularly  true  in  the  case  of  overlapping  or  con- 
tradictory program  areas. 

THE  LEGISLATIVE  OVERSIGHT  ACT  OF  1979  (H.R.  65) 

We  are  pleased  to  support  the  basic  thrust  o£  H.R.  65,  "The 
Legislative  Oversight  Act  of  1979."   The  bill  would  significantly 
improve  congressional  oversight  by  requiring  for  all  new 
programs,  a  statement  of  goals  and  objectives,   continuing 
information  on  these  programs,  and  a  periodic  review  with  a 
sunset  provision. 

Requiring  Congress  to  state  specific  goals  and  objectives 
along  with  planned  accomplishments  for  each  program  authorized  is 
the  heart  of  effective  oversight.   Greater  specificity  in  program 
goals  will  not  only  put  Congress  in  a  better  position  to  evaluate 
programs,  but  it  will  go  a  long  way  toward  promoting 
accountability  within  the  agencies  as  well.   Designation  of 
specific  goals  is  an  essential  component  of  any  review  process 
and  will  improve  the  quality  of  legislative  proposals  as  well. 
Requiring  agencies  to  report  on  whether  these  new  programs  are 
meeting  objectives  set  forth  in  authorizing  legislation  is  also 
very  valuable  although  we  feel  that  once  in  each  Congress  would 
be  sufficient. 

Like  the  statement  of  the  specific  goals  and  objectives  for 
new  program  authorizations  mandated  by  Title  I,  the  requirement 
that  Committee  reports  accompanying  such  legislation  spell  out  in 
greater  detail  these  objectives  and  relate  the  program  and  costs 
to  other  similar  programs  is  crucial  to  effective  oversight. 
This  will  also  help  to  identify  and  prevent  potentially 
conflicting  or  duplicative  programs. 

We  also  support  the  concept  of  H.R.  65 's  requirement  that 
the  President  describe  the  relation  between  his  budget 
recommendations  and  the  program  accomplishments.   We  would  lilce 
to  think  that  the  Executive  Branch  normally  prepares  a  budget 
based  on  the  need  for  and  effectiveness  of  a  given  program,  and 
that  the  budget  is  not  simply  an  arbitrary  set  of  figures.   We 
note,  however,  that  Mr.  Bowman  Cutter,  Executive  Director  of  0MB, 
told  this  Committee  two-  weeks  ago  that  "0MB  does  not  normally 
collect  or  review  data  linking  program  authorization  and  budget 
information,  and  Executive  Branch  decisions  are  not  made  on  that 
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basis."   Therefore,  we  can't  help  but  feel  that  this  provision  is 
necessary. 

Authorization  Time  Limit 

With  the  exception  of  the  inclusion  of'tax  expenditures  in 
this  section  (Title  IV),  we  support  this  sunset  provision  for  new 
programs.  Vie   would  prefer,  however,  that  the  sunset  apply  to 
current  programs,  not  solely  to  new  programs.   The  language  of 
the  bill  is  not  precise  with  regard  to  what  constitutes  "new" 
budget  authority  as  opposed  to   "expanded"  authority.   We  are  not 
sure  how  this  section  might  be  interpreted  and  we  suggest  greater- 
specificity. 

THE  "TAX  EXPENDITURE"  CONCEPT 

The  "tax  expenditure"  concept  was  developed  during  the  late 
1960's  by  former  Treasury  Assistant  Secretary  for  Tax  Policy 
Stanley  Surrey,  now  a  professor  of  law  at  Harvard  Law  School.   In 
1974,  the  concept  was  formalized  when  it  was  described  in  the 
Congressional  Budget  Act  of  1974  which  mandated  the  annual 
preparation  of  lists  of  "tax  expenditures".   Currently,  such 
lists  are  prepared  by  the  staff  of  the  Joint  Committee  on 
Taxation  and  the  Congressional  Budget  office,  and  they  are 
included  in  the  President's  annual  budget  message. 

Since  the  Budget  Act,  sunset  legislative  proposals  have  been 
expanded  to  reach  portions  of  federal  tax  law  as  well.   Thus,  in 
the  twelve  short  years  since  its  creation,  the'' tax  expenditure' 
concept  has  developed  into  a  major  element  of  the  perennial  tax 
reform  battle  and  the  struggle  over  spending  restraints. 

The  NAM  does  not  agree  with  the  general  concept  as  defined  in 
the  bill  or  in  the  literature  on  the  subject.   No  definition  has 
been  suggested  which  has  broad  acceptance.   The  practical 
application  of  the  concept  illustrates  its  very  subjective 
nature.   Applying  the  sunset  approach  to  these  existing  problems 
would  create  future  economic  and  political  controversies  for  both 
taxpayers  and  the  Congress. 

The  NAM  urges  the  deletion  of  "tax  expenditure,"  provisions 
from  the  bills  under  consideration. 
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Problems  with  the  Concept 

The  definition.   liR.  2  defines  a  "tax  expenditure"  provision  as: 

"^.^.any  provision  of  Federal  law  v;hich  allows  a  special 
exclusion,  exemption,  or  deduction  in  determining  lia- 
bility for  any  tax  or  which  provides  a  special  credit 
against  any  tax,  a  preferential  rate  of  tax,  or  a 
deferral  of  tax  liability.*  Title  VII,  sec  .'701(A)  ( 1)  . 

This  is  essentially  the  same  as  the  Budget  Act  definition. 
This  definition  is  based  on  the  view  that  there  is  a  definable 
normal  income  tax  structure  which  contains  various  natural 
provisions  and  that  any  other  provisions  are  included  for  the 
purpose  of  using  tax  law  to  «pend  government  funds. 

We  do  not  agree  that  a  normal  income  tax  structure  is  readily 
definable.   The  volumes  which  have  been  written  on  the  subject 
suggest  how  widely  differing  the  various  points  of  view  are. 
Many  commentators  start  with  a  basic  definition  that  income  is 
the  value  of  all  property  or  rights  which  come  to  the  taxpayer 
plus  the  change  in  value  of  the  taxpayer's  property  daring  the 
taxable  period.   The  latter  would  include  appreciated  values  for 
all  kinds  of  assets  and  the  imputed  rental  value  of  owner- 
occupied  homes.   Other  observers  see  income  as  that  stream  of 
cash  or  other  property  which  actually  flows  to  the  taxpayer 
during  the  taxable  period.   Then,  there  are  scores  of  opinions  on 
what  offsets  must  be  allowed  for  the  costs  of  producing  either 
that   stream  or  the  appreciated  values.   All  of  this  is 
complicated  even  further  by  the  ability-to-pay  concerns  which 

seem  to  consider  a  normal  tax  structure  as  one  which  takes  into 
account  the  economic  circumstances  of  the  taxpayer.   Therefore, 
what  constitutes  a  normal  income  tax  is  a  matter  on  which  there 
is  much  dispute.   The  economic  debates  are  highly  theoretical  and 
the  judgments  are  very  subjective,  as  is  reflected  in  the 
complicated  provisions  of  the  income  tax.   Thus,  the  "tax 
expenditure"  concept  has  its  foundation  in  the  unjustified 
assumption  that  a  normal  tax  structure  can  be  generally  agreed 
upon. 

The  definitional  problem  is  compounded  by  a  series  of  very 
subjective  words  --  "a  special  exclusion,  exemption,  or 
deduction,"  "a  special  credit,"  "a  preferential. rate,"  "a 
deferral ."   Without  a  generally  accepted  definition  of  what  is 
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normal,  the  concept  asks  for  a  judgment  as  to  what  is  special, 
preferential  or  constitutes  a  deferral  with  respect  to  the 
normal . 

Briefly  put,  the  identification  of  "tax  expenditures"  depends 
on  the  person  compiling  the  list.   In  a  very  real  sense,  " tax 
expenditures"  are  in  the  eye  of  the  beholder. 

Government  expenditures.   Supporters  of  the  concept  view  much 
of  the  tax  law  as  appropriate  for  sunset  because  "tax 
expenditures"  accomplish  goals  v/hich  could  otherwise  be  met  by 
government  expenditure  programs.   The  theory  here  seems  to  be 
that  the  various  tax  provisions  (or  the  absence  of  any  provisions 
such  as  with  respect  to  taxing  unrealized  capital  gains)  are  used 
simultaneously  to  collect  and  spend  what  would  have  gone  to  the 
Treasury  under  a  normal  tax  structure. 

It  has  been  argued  that  the  logical  extension  of  this  concept 
suggests  a  governmental  prior  right  to  all  income,  with  a 
beneficent  Congress  allowing  portions  of  income  to  remain  with 
the  taxpayer  for  specified  purposes.'   This  observation  might 
appear  extreme  but  that  depends  on  how  one  defines  a  normal  tax 
structure.   For  example,  if  England's  very  steeply  graduated 
personal  tax  rates  or  the  Scandinavian  systems  were  accepted  here 
as  normal ,  then  it  would  be  presumed  that  more  income  should  be 
paid  to  the  government.   This  would  make  it  more  difficult  to 
characterize  the  governmental  "prior  right"  view  as  being  too 
extreme.   The  point  here  is  not  to  argue  over  government's  right 
to  100%  of  all  income.   What  is  at  issue  is  whether  the  seed  of 
this  view  is  contained  in  the  "tax  expenditure"  concept.   We 
believe  that  it  is  inherent  in  the  undefinable  meaning  of  normal 
income  tax.   Arguing  that  there  is  some  leVel  of  income  which 
government  should  receive  is  different  only  in  degree ,  not  in 
principle,  from  arguing  that  the  level  should  be  at  or  near  100*. 

The  Problems  With  Practical  Usage 

During  its  development,  the  concept's  definitional  problems 
were  of  academic  interest,  and  there  seemed  to  be  little  . 
practical  harm  that  could  be  done  by  philosophical  arguments. 
But  inclusion  of  the  concept  in  the  Budget  Act  put  it  into 
practical  usage,  and  that  has  generated  practical  issues  which 
are  causing  problems. 
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The  first  problem  is  the  transformation  of  a  very  subjective 
definition  into  a  list  of  tax  provisions  which  are  given  great 
attention  early  each  year  when  they  are  released  by  Treasury, 
followed  by  the  Joint  Committee  and  the  CBO.   There  are  a  number 
of  curious  inclusions  and  omissions  which  emphasize  the 
subjective  nature  of  the  problem,  even  assuming  for  the  moment 
that  the  normal  tax  structure  can  be  defined. 

Some  of  these  items  are: 

— Graduated  corporate  rates  below  the  46%  maximum 

are  included  even  though  nothing  could  be  more  basic  to  a 
tax  structure  than  rates.  But  individual  graduated  rates 
below  the  maximum  are  not  included. 

—  Accelerated  depreciation  (including  ADR  and  additional 
first  year  deductions  for  small  firms)  and  expensing  for 
R&D  and  construction  period  costs  are  included  even  though 
such  provisions  only  effect  the  timing  of  deductions.   No 
offset  is  shown  for  the  higher  taxes  paid  in  later  years 
because  deductions  were  taken  in  earlier  years. 

—  Dividend  exclusions  for  individuals  are  included  even 
enough  the  double  taxation  of  dividends  would  suggest  that 
this  should  be  listed  as  punitive  treatment  rather  than  as 
a  "special  exclusion". 

—  iJumerous  itemized  deductions  such  as  state  and  local 
taxes,  mortgage  and  other  interest,  property 
taxes,  charitable  contributions,  medical  expenses, 

and  casualty  losses   are  all  listed.   But  the  zero  bracket 
amount,  which  is  being  increased  to  simplify  the  law 
by  shifting  more  taxpayers  away  from  itemizing,  is  not 
listed. 

Another  troublesome  definitional  problem  arose  in  1976  during 
testimony  before  the  Senate  Finance  Committee.   Senator  Kennedy 
appeared  and  recommended  numerous  proposals,  but  his  most 
intriguing  remarks  dealt  with  eliminating  the  double  taxation  of 
dividends.   At  that  time,  the  Ford  Administration  was  discussing 
the  integration  of  corporate  and  individual  income  taxes  to 
eliminate  double  taxation.   Senator  Kennedy  showed  a  chart  which 
listed  integration  as  a  "tax  expenditure"  —  a  proposal  to  remove 
a  double  tax  would  be  labeled  a  special  provision  which  is  the 
equivalent  of  a  government  subsidy. 

A  related  problem  is  the  use  of  the  revenue  estimates  which 
are  included  in  the  lists.   These  are  static  revenue  estimates 
which  presume  that  no  change  in  taxpayer  behavior  will  generate 
economic  feedback  effects  which  offset  the  estimated  revenue 
losses.   This  is  known  to  be  incorrect,  and  the  reports  which 
accompany  the  lists  indicate  this  problem.   In  addition,  related 
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provisions  cannot  be  viewed  independently  for  purposes  of 
calculating  revenue  impact  because  many  interact. 

All  of  this  should  prevent  at  least  the  use  of  totals  for  the 
lists,  if  not  the  estimates  themselves.  .  Yet,  it  is  the  total  of 
the  individual  estimates  which  perennially  is  used  to  generate 
headlines  about  massive  loopholes.   Suggesting  to  the  public  that 
$150  billion  could  actually  be  collected  by  ending  "tax 
expenditures"  is  an  indefensible  use  of  this  concept. 

It  is  the  subjective  and  political  uses  of  the  concept  which 
confirms  our  belief  that  the  concept  itself  is  improper  and  that 
its  use  is  uncontrollable.   The  philosophical  problems  with  "tax 
expenditures"  were  really  harmless.   Its  actual  use  has  generated 
some  real  trouble.   Adding  sunset  to  the  concept  would  ma^e  bad 
matters  worse. 

SUNSET  FOR  "TAX  EXPENDITURES" 

The  effects  of  required  termination  of  various  tax 
provisions,  unless  reenacted,  would  be  numerous  and  adverse.   The 
most  likely  purpose  to  be  served  would  be  to  offer  some  chance 
for  opponents  of  various  tax  provisions  to  repeal  indirectly 
those  items  for  which  they  cannot  produce  a  majority  for  direct 
elimination.   The  risk  of  investment  instability  and  backdoor  tax 
increases,  plus  the  impact  on  Congress  all  justify  the  deletion 
of  "tax  ex-penditures"  from  sunset  legislation. 

Investment  stability.   The  big  ticket  items  on  the  "tax 
expenditure"  lists  include  many  tax  provisions  related  to  capital 
investment  --  accelerated  depreciation,  the  investment  credit, 
capital  gains  treatment.  Domestic  International  Sales  Corporation 
(DISC)  provisions  and  so-called  "deferral"  on  foreign  source 
income.   Termination  dates  for  these  and  related  proposals  would 
create  uncertainty  in  the  minds  of  investment  planners,  both  in 
the  major  corporate  board  rooms  and  in  the  offices  of  the  small 
manufacturers.   While  nearly  all  capital  spending  requires  some 
advance  planning,  planning  can  be  especially  lengthy  for  projects 
such  as  building  new  plant  or  significantly  expanding  or 
modernizing  an  existing  facility. 

While  economic  factors  are  the  primary  initiators  of 
investment  plans,  tax  policy  also  plays  a  significant  role  in  the 
calculation  of  the  return  on  investment  and  in  the  financing  of 
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the  project.   If  the  executive  looks  two  years  down  the  road  and 
sees  a  termination  date  for  accelerated  depreciation  or  the 
investment  credit  the  result  can  only  be  unsettling.   Even  if 
there  is  no  prospect  that  Congress  would  repeal  either  one  on  a 
straight  vote,  there  would  be  great  concern  that  they  could  be 
allowed  to  terminate  as  much  by  accident  as  by  design. 

This  uncertainty  would  be  compounded  by  the  grouping  on  the 
list  according  to  categories  in  an  attempt  to  link  up  with 
allegedly  related  expenditure  programs.   Items  such  as  the 
investment  credit  and  depreciation  could  have  reauthorizations  in 
the  same  year.   The  prospect  of  losing  both  could  produce  some 
strange  investment  decisions. 

In  the  Revenue  Act  of  1978,  Congress  recognized  the  problem 
of  an  unstable  investment  tax  credit  and  made  the  credit 
permanent  at  10%.   Sunset  for  "tax  expenditures"  would  not  only 
undo  that  work,  it  would  take  several  steps  in  the  opposite 
direction. 

It  has  been  suggested  that  business  investment  decisions 
would  be  equally  destabilized  by  sunset  termination  of  government 
programs.   We  disagree.   The  tax  provisions  of  concern  to 
business  relate  to  -the  bias  of  federal  tax  law  against  savings 
and  investment  and  to  the  cost  of  capital  for  new  plant  and 
equipment.   There  is  no  similarity  with  expenditure  programs 
which  would  cause  such  uncertainty. 

Existing  review.   Proponents  of  the  concept  correctly  point 
out  that  there  is  limited  certainty  in  current  tax  law.   With  six 
major  tax  bills  from  1969  through  1978  and  four  of  those  in  the 
last  -four  years,  the  tax  law  is  subject  to  continual  review. 

We  agree.   In  fact,  we  ask  Congress  to  consider  this  fact  as 
one  reason  why  sunset  is  not  necessary.   The  debates  accompanying 
major  tax  bills  in  1975,  1976,  1977  and  1978  addressed  many  of 
the  provisions  which  appear  to  be  the  true  targets  of  sunset, 
i.e. ,  the  investment  credit,  capital  gains  treatment,  DISC, 
"deferral",  etc.   These  bills  presented  opportunities  to  get  at 
the  other  really  big  items  such  as  state  and  local  tax 
deductions,  mortgage  and  other  interest  deductions,  and  medical 
deductions.   Efforts  to  repeal  these  have  been  'defeated,  some 
very  soundly.   Other  provisions  were  actualy  liberalized.   Given 


470 


this  situation,  sunset  cannot  really  be  justified  as  the  only  way 
to  direct  attention  to  various  provisions. 

Minority  rule.   The  difference  between  the  existing  review 
procedures  and  sunset  is  the  potential  for  termination  of  a 
provision  by  minority  rule.   Consequently,  sunset  would  produce 
less  certainty  that  the  current  situation.   Sunset  guarantees 
that  various  issues  must  come  up  under  the  possibility  that  they 
will  be  allowed  to  die  by  minority  rule.   Either  through  delay  in 
Ccramittee  or  on  the  floor,  a  minority  opinion  could  prevail  by 
allowing  the  termination  date  to  pass  without  reenactment.   This 
could  accomplish  what  would  otherwise  not  be  possible  —  a  • 
minority  repeal  of  existing  law.   This  backdoor  approach  to  tax 
increases  should  not  be  available  to  a  minority.   If  taxes  are  to 
be  raised,  let  the  process  be  forthright  and  by  majority  vote. 
Impact  on  Congress.   The  current  proposal  would  mandate  a  tax 
bill  every  t-.o  years,  with  extensive  staff  work  in  the 
preparation  of  reports  and  analyses.   Various  constituents,  the 
business  community,  labor  unions,  tax  reform  groups  and  other 
lobbyists  most  assuredly  would  be  talking  perpetually  to  Congress 
on  major  tax  issues.   The  piles  of  paper  would  be  significant. 
All  of  this  for  a  tax  bill  to  reenact  a  major  portion  of  the  law 
even  when  there  is  .no  serious  interest  in  repealing  it! 

The  spectacle  of  this  make  work  project  would  be  magnified  by 
the  timing  under  the  proposal.   The  reauthorization  dates  would 
fall  in  federal  election  years.   The  prospect  of  congressional 
consideration  of  a  reenactment  bill  in  the  crush  right  before 
every  election  is  not  encouraging.   Those  who  were  involved  with 
the  1976  and  1978  tax  acts  recall  the  confusion  and  the  haste 
with  which  the  Conference  Committees  worked  because  of  the 
adjournment  deadline.   Requiring  this  scenario  would  only 
heighten  the  rule  of  the  minority  and/or  the  possibility  that  no 
bill  would  be  passed.   The  complexities  of  sunset  for  the  absence 
of  provisions  such  as  so-called  foreign  tax  "deferral"  and  the 
absence  of  capital  gains  at  death  could  be  considerable.   Ending 
the  absence  of  a  provision  would  require  passage  of  new  and  very 
detailed  provisions.   This  is  a  much  more  complex  task  than  it 
might  appear,  and  one  which  would  take  considerable  time. 

Sunset  for  laws  would  be  difficult  enough,  but  defining  and 
reviewing  rules  and  regulations  would  be  much   more  involved. 


471 


Congressional  tax  staff  and  paperwork  would  need  to  be  increased 
even  further  for  work  which  may  be  or  interest  to  only  a  small 
minority. 

Anti-inflation  fight.   In  his  testimony  before  this 
Saocomittee,   COWPS  Chairman  Alfred  Kahn,  lamented  the  problems 
of  fighting  inflation  through  spending  restraint  when  a  major 
spending  area,  i.e.,  "tax  expenditures",  are  left  uncontrolled. 
Aside  from  our  disagreement  that  such  a  sweeping  comparison  can 
be  made,  we  also  disagree  with  his  apparent  assessment  about  the 
inflationary  impact  of  many  tax  features  on  the  list. 

NAM  strongly  supports  the  fiscal  and  monetary  restraints 
which  President  Carter  has  presented.   These  are  the  heart  and 
soul  of  the  anti-inflation  program,  and  they  must  become 
long-terra  national  policies.   We  applaud  the  Congressional 
efforts  to  trim  spending  and  the  deficit  even  further. 
But  we  do  not  see  a  tax  increase  as  the  way  to  further  these 
policies,  and  we  doubt  that  the  taxpaying  population  has  that  in 
mind  either.   The  concept  of  sunset  for  government  expenditures 
is  to  restrain  spending,  not  to  raise  taxes.   Yet  tax  increases 
seem  to  be  what  Dr.  Kahn  means  by  sunset  for  tax  expenditures. 
Further,  many  of  the  major  items  on  the  lists  are  the  few 
provisions  of  federal  tax  law  which  reduce  tax  obstacles  to 
productive  investment.   Investments  in  new  plant  and  equipment  to 
increase  efficiency,  to  raise  productivity  and  to  improve  the 
competitiveness  of  U.S.  goods  in  world  markets  is^  anti- 
inflationary.   Repealing  the  investment  credit,  accelerated 
depreciation,  capital  gains  treatment  and  other  items  would  have 
the  most  serious  economic  effects. 

CONCLUSION 
We  find  the  basic  intent  of  both  H.R.  2  and  H.R.  65  to  be 
sound,  and  the  NAM  endorses  the  concepts  of  "sunrise"  and 
"sunset".   We  urge  careful  consideration  of  the  var'ious 
provisions  to  avoid  the  many  pitfalls  which  could  arise  from 
dealing  hastily  with  such  a  monumental  task.   In  particular,  we 
strongly  oppose  the  inclusion  of  "tax  expenditures"  in  any  sunset 
legislation.   Our  concern  with  the  troubling  "tax  expenditure" 
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concept  will  prevent  us  from  supporting  any  legislation  which 
would  subject  large  portions  of  the  Internal  Revenue  Code  to 
sunset . 

We  look  forward  to  working  with  your,  committee  and  the 
Congress  in  developing  a  plan  that  can  accomplish  the  worthy  goal 
of  regular,  intense,  oversight  of  government  programs  and 
regulations . 

Mr.  Derrick.  Thank  you  very  much. 

Of  course,  I  see  no  difference  between  the  authority  and  the  tax 
expenditure.  It  seems  to  me  that  the  same  rules,  same  judgments, 
can  be  made  for  both,  and  I  notice  on  page   14  that  you  say. 

The  difference  between  the  existing  review  procedures  and  sunset  is  the  potential 
for  termination  of  a  provision  by  minority  rule. 

What  is  the  difference?  Why  do  you  see  this  as  being  such  a 
constricting  factor  on  tax  expenditure  and  the  same  thing  does  not 
apply  to  authorizations?  Is  it  just  that  the  programs  at  one  end  are 
a  little  more  favorable? 

Mr.  Massa.  The  difference  from  our  view  is  the  difference  be- 
tween a  Government  expenditure  program  and  one  which  deter- 
mines what  money  is  coming  in.  We  don't  view  these  90-odd  provi- 
sions of  tax  law,  or  in  some  cases  the  absence  of  provisions,  as 
being  the  spending  of  Federal  money.  They  are  part  of  the  determi- 
nation of  what  your  taxable  income  base  is.  We  favor  sunset  of 
what  the  Government  is  sending  out. 

Our  concern  about  tax  expenditure  provisions,  if  you  will,  is  that 
they  are  not  comparable  to  expenditure  programs. 

Mr.  Derrick.  The  tax  expenditure  provisions  were  put  there  to 
accomplish  certain  objectives  as  well  as  the  budget  authority,  and 
I,  for  the  life  of  me,  cannot  see  any  difference  in  wanting  to  see  if 
the  objectives  of  the  tax  expenditures  are  being  accomplished  as 
well  as  the  objectives  of  the  budget  authority.  It  seems  to  me  we 
have  a  right  on  behalf  of  the  taxpayers  of  this  Nation  to  see  that 
this  money  is  accomplishing  what  it  was  intended  to  accomplish. 

Mr.  Massa.  The  review  of  a  number  of  provisions  of  the  tax  law 
is  certainly  not  anything  to  which  the  NAM  is  objecting.  But  the 
concept  that  these  tax  provisions,  while  they  certainly  have  some 
policy  objectives,  are,  the  spending  of  public  funds  is  wrong  from 
our  prospective.  They  determine  what  your  taxable  income  base  is. 
The  prospect  of  their  being  done  away  with  by  less  than  a  majority, 
right  up-front  vote  of  the  Congress,  is  we  think  not  appropriate. 

Mr.  Derrick.  Of  course,  I  think  the  other  end  the  authorizations, 
would  be  subject  to  the  same  argument.  It  just  depends  on  which 
programs.  But  I  would  like  for  you  to  point  out  for  me,  if  you  will, 
some  tax  expenditure  that  did  not  have  some  objective  when  it  was 
incorporated  as  part  of  the  code. 

Mr.  Massa.  I  think  virtually  any  provision  of  tax  law,  or  even 
the  absence  of  some  provisions  of  tax  law,  was  put  into  the  law  or 
left  out  of  the  law  for  a  reason.  That  I  would  not  equate  with  the 
spending  of  money.  Let's  take,  for  example,  the  areas  which  we  are 
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primarily  concerned  with,  affecting  the  taxation  of  business 
income.  Various  forms  of  accelerated  depreciation  are  on  the  tax 
expenditure  lists.  They  affect  the  time  over  which  you  are  going  to 
recover  the  cost  of  an  asset.  From  our  perspective,  that  is  simply 
an  effort  to  reduce  a  bias  in  the  tax  law  against  investment.  It  was 
put  there  for  a  policy  purpose;  that  is,  to  improve  the  tax  law  as  it 
affects  investment. 

Mr.  Derrick.  It  was  put  there  to  encourage  investment  in  certain 

areas. 

Mr.  Massa.  It  can  be  looked  at  from  the  other  side  as  being  put 
there  to  remove  some  of  the  discouragement  in  the  tax  law. 

Mr.  Derrick.  What  is  the  difference? 

Mr.  Massa.  Again,  it  is  the  difference  in  perspective,  I  think,  as 
to  whether  the  tax  law  is  the  spending  of  money  or  the  raising  of 
money  and  whether  tax  provisions  are  the  equivalent  of  the  Gov- 
ernment payments. 

Mr.  Derrick.  I  think  it  is  a  matter  of  when  you  get  up  in  the 
morning  you  are  praising  the  Government  or  cussing  them. 

Mr.  Chairman? 

Mr.  Long.  Thank  you  very  much. 

Mr.  Massa,  are  you  maintaining  that,  for  example,  in  the  hous- 
ing program,  that  the  fact  that  I  can  deduct  the  interest  that  I  pay 
on  the  house  payment  that  I  make  every  year,  that  I  can  deduct 
that  for  tax  purposes,  from  your  standpoint  serves  a  different 
purpose  and  ought  to  be  treated  differently  than  if  the  Government 
each  month  sent  me  a  check  for  that  same  amount  of  money? 

Mr.  Massa.  Not  representing  other  than  the  business  communi- 
ty, all  I  could  offer  is  a  personal  comment  on  those  kinds  of 
provisions.  There  is  a  difference,  financially.  If  nothing  else,  be- 
cause a  tax  deduction  in  this  case,  as  opposed  to  a  credit,  affects 
different  people  in  different  ways.  If  a  provision  of  the  tax  law  was 
put  into  place  for  a  particular  policy  reason,  the  people  who  are 
going  to  utilize  it  have  an  easier  time  of  utilizing  it,  compared  to  a 
direct  expenditure  program. 

But  I  wouldn't  characterize  anything  on  these  lists  now  that  I 
can  think  of,  with  one  or  two  possible  exceptions  as  being  the 
equivalent  of  the  Government  sending  you  a  check,  whether  it  is 
the  deduction  for  your  State  taxes,  or  the  deduction  for  your  mort- 
gage interest,  or  the  business  community's  deduction  of  its  capital 
expenses  over  a  longer  versus  a  shorter  period  of  time. 

Mr.  Long.  Well,  recognizing  that,  you  might  question  the  use  of 
the  word  preferential  tax  treatment  with  the  special  tax  treatment; 
I  don't  know  of  any  offhand  that  were  not  enacted  for  basically  the 
same  type  of  reasons  for  which  direct  spending  programs  were 
authorized  and  instituted.  This  seems  to  me  to  be  the  point  Mr. 
Derrick  was  making.  Is  there  really  any  difference  in  them?  Grant- 
ed the  difference  in  the  language,  granted  the  difference  that  in 
one  case  the  Government  takes  the  money  in,  and  takes  its  10 
percent  in,  like  the  story  about  the  boy  writing  a  letter  to  Santa 
Glaus  that  came  to  Washington,  and  he  wanted  a  dollar,  and 
somebody  sent  him  80  cents  from  Washington,  and  he  wrote  back 
the  next  year  and  said  don't  send  it  by  way  of  Washington;  they 
took  20  cents  off  of  it. 
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Is  there  any  basic  difference?  It  all  amounts  to  dollars.  It  comes 
down  to  the  bottom  line,  doesn't  it? 

Mr.  Massa.  It  is  all  dollars,  but  it  is  a  question  of  whether  it  is 
the  Government  taking  it  in  or  spending  what  is  brought  in.  I 
would  simply  repeat  that  we  do  not  view  particularly  the  provi- 
sions that  are  affecting  our  constituents  as  being  the  same  as 
spending. 

Mr.  Long.  How  do  you  say  they  are  not  the  same?  I  mean  it 
comes  to  the  bottom  line,  dollars,  or  the  profit  and  loss  statements 
of  Dow  Chemical  or  whoever  at  the  end  of  next  year. 

Mr.  Massa.  There  is  a  sizable  difference  in  the  impact  that  a 
spending  program  is  going  to  have,  versus  taxes.  Let  me  try  to 
draw  this  distinction.  It  has  been  suggested  that  sunset  for  Govern- 
ment expenditure  programs  should  cause  the  same  kind  of  instabil- 
ity in  business  planning,  that  sunset  for  various  provisions  of  the 
tax  laws  would  cause. 

I  would  distinguish  between  the  two.  To  the  extent  that  any 
single  company  or  segment  of  the  economy  draws  on  or  is  support- 
ed by  a  Government  payment,  whether  it  is  a  defense  industry  or 
any  kind  of  research  and  development,  the  Government  is  a  kind  of 
customer  of  the  company.  If  a  Government  expenditure  program  is 
terminated  or  cut  in  half  or  even  doubled,  that  is  going  to  affect 
the  sales  of  this  company. 

But,  if  you  are  talking  about  changing  the  tax  law  as  it  affects 
depreciation  or  the  investment  credit  or  the  way  you  do  business 
overseas,  it  is  not  similar  to  a  customer  out  there  like  the  Govern- 
ment which  is  paying  you  for  your  services.  Taxes  have  an  impact 
on  the  investment  decisions  of  the  company.  The  extent  to  which 
they  view  tax  policy  as  being  favorable  or  not  affects  making  some 
long-term  productive  investments. 

One  is  a  subsidy  or  customer  if  it  is  an  expenditure  program;  the 
other  determines  the  effect  of  tax  policy  on  your  investment  plan- 
ning decisions. 

Mr.  Long.  I  can  see  the  danger  of  allowing  the  tax  policies  of  the 
Government  to  become  as  unstable  as  the  direct  spending  programs 
of  the  Government  are  in  many  instances.  That  seems  to  me  to  be 
a  valid  point  and  perhaps  a  sufficient  reason  to  justify  the  exclu- 
sion of  tax  expenditures  from  this  program.  I  can  see  that,  having 
been  in  the  business  community  as  long  as  I  was,  and  particularly 
in  corporate  finance,  in  looking  at  this.  It  seems  to  me  to  be  a  real 
problem  that  we  don't  want  to  happen  to  industry  in  general  yvhat 
happens  to  the  airframe  industry  when  the  Government  either 
goes  on  a  buying  program  or  doesn't  go  on  a  buying  program,  for 
example,  which  is  not  exactly  the  same  point,  but  the  effect  is  the 
same. 

It  seems  to  me  that  justifying  this  upon  a  concept  that  the 
money  is  different,  the  logic  there  escapes  me.  The  logic  of  the 
other  and  the  reasoning  of  the  other  from  the  standpoint  of  not 
allowing  the  instability  to  come  in  the  financial  and  business  com- 
munity that  often  comes  as  a  result  of  direct  programs,  it  seems  to 
me  to  be  a  justification,  a  sufficient  justification. 

Mr.  Massa.  We  certainly  would  support  instability  as  the  reason 
for  excluding  tax  law  from  sunset  but  I  did  not  want  to  dwell  solely 
on  the  political  impact  that  could  be  had,  because  our  view  starts 
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with  the  basic  philosophical  difference.  We  go  on,  as  I  pointed  out, 
to  be  concerned  about  the  effects. 

Mr.  Long.  I  noticed  your  point  in  your  testimony  that  Mr. 
Surrey,  who  was  the  Deputy  Secretary  of  the  Treasury  at  the  time 
he  came  up  with  the  concept,  is  one  of  the  few  people  I  know  who 
took  a  high  position  in  the  Treasury  that  is  not  in  the  business 
community  but  back  teaching  at  Harvard. 

Mr.  Massa.  Some  of  Professor  Surrey's  compatriots  are  back  at 
Treasury.  I  have  had  some  interesting  correspondence  with  the 
professor,  and,  needless  to  say,  we  have  a  difference  of  opinion  on 
the  concept.  Obviously  his  thoughts  have  had  a  considerable  impact 
and  stand  the  possibility  of  having  a  considerably  larger  impact  on 
Federal  tax  policy.  We  just  don't  agree,  that  is  all. 

Mr.  Long.  Thank  you. 

Mr.  Derrick.  Mr.  Lott? 

Mr.  Lott.  Thank  you  very  much. 

Gentlemen,  since  you  are  testifying  on  this  legislation  in  behalf 
of  the  National  Association  of  Manufacturers,  I  wonder  what  would 
be  your  position  on  this  legislation,  which  you  seem  to  indicate  you 
support,  if  it  should  include  tax  provisions,  or  as  Professor  Surrey 
says,  tax  expenditures,  which  I  certainly  disagree  with  that  termi- 
nology, but  what  if  that  is  included  in  this  bill  when  it  is  eventual- 
ly perhaps  reported  from  this  subcommittee? 

Mr.  Massa.  We  will  not  support  the  bill. 

Mr.  Lott.  I  think  that  is  an  important  point,  and  I  would  like  to 
make  a  statement.  There  is  a  basic  difference  here.  I  thought  when 
we  started  out  with  sunset,  we  were  trying  to  find  ways  to  have  a 
better  Government,  more  efficient,  and  a  way  to  terminate  bad 
programs  and  improve  some  good  programs.  It  has  gotten  away 
from  that  now,  and  we  are  not  talking  about  how  the  people's  tax 
money  is  spent.  We  are  talking  about  taking  a  look  at  how  much 
money  we  take  from  the  people  in  the  form  of  taxes,  and  the 
difference  in  the  example  Congressman  Long  used  about  the  mort- 
gage payment  is  very  simple.  One  is  where  you  are  receiving 
money,  and  the  other  you  are  giving  it  up.  That  is  the  difference  on 
the  mortgage  thing.  And  that  is  a  basic  difference.  The  individual 
is  giving  it  up.  How  much  he  is  going  to  be  taxed?  I  thought  sunset 
was  a  way  to  have  a  more  efficient  Government,  but  I  think  when 
we  get  to  the  tax  provisions,  it  has  gotten  to  a  lot  more. 

I  want  to  ask  a  question  which  dramatizes  that.  In  your  under- 
standing of  the  legislation  would  individual  or  corporate  income 
tax  imposition  provisions  also  be  included  in  the  so-called  tax  ex- 
penditure list? 

Mr.  Massa.  The  split,  I  think,  between  what  is  on  the  list  that 
affects  individuals  and  corporations  is  about  3  to  1  on  those  dollar 
figures  of  individual  versus  corporate.  But  I  suspect  that  the  provi- 
sions which  are  really  more  likely  to  be  under  the  gun,  because 
they  have  been  the  ones  which  have  been  under  the  gun  for  the 
last  four  tax  bills,  are  those  that  affect  the  corporate  community, 
specifically  savings  and  investment-related  provisions. 

Mr.  Lott.  But  you  are  leaving  the  impression  that  the  imposition 
of  these  taxes  would  probably  also  be  included.  I  was  under  the 
impression  maybe  they  would  not  be. 
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Mr.  Massa.  In  terms— I  am  sorry;  I  don't  understand,  I  guess,  the 
thrust  of  the  question. 

Mr.  LoTT.  When  we  talk  about  the  tax  expenditures,  I  think  the 
definition  would  be,  I  guess,  what  you  were  talking  about  a  while 
ago,  just  a  look  at  the  tax  deductions  and  tax  credits,  or  would  it 
also  include  a  review  of  the  imposition  of  the  corporate  and  individ- 
ual taxes? 

Mr.  Massa.  Frankly,  I  think  it  would  depend  on  who  does  the 
final  defining  of  what  is  on  the  list,  and  what  gets  brought  up  and 
what  doesn't. 

Mr.  LoTT.  Let  me  ask  you,  to  your  knowledge  on  this— there  are 
different  lists,  but  would  the  earned  income  tax  credit,  which  is 
helpful  to  low  income  workers,  would  the  targeted  jobs  credit, 
which  is  helpful  to  unemployed,  and  would  the  tax  credit  for  elder- 
ly, which  helps  our  senior  citizens — are  they  on  or  off  the  list? 

Mr.  Massa.  I  believe  they  are  all  on  all  three  lists. 

Mr.  Derrick.  They  are  on  the  list  under  H.R.  65;  all  of  that 
would  be  included. 

Mr.  LoTT.  Well,  I  think  one  thing,  just  in  conclusion,  and  it  is  a 
question  I  think  Butler  tried  to  ask,  and  Gillis,  too— the  argument 
is  not  yet  clear  why  is  it  that  if  you  are  including  everything  else 
on  the  Government  programs,  why  shouldn't  you  include  tax  provi- 
sions? I  am  not  sure  we  have  gotten  an  adequate  or  satisfactory 
answer  here  today. 

Mr.  Massa.  Let  me  comment  just  on  the  tax  expenditures  and 
see  if  Dick  Patterson,  who  has  been  very  patient,  cares  to  add 
an5rthing  in  the  other  areas. 

It  is  the  difference  between  a  kind  of  a  possibly  backdoor  ap- 
proach to  raising  taxes  versus  what  the  Government  does  in  spend- 
ing the  tax  money  that  it  comes  up  with.  We  don't  think  that  the 
sunset  procedure  for  tax  provisions  is  appropriate  because,  in  fact, 
there  is  a  possibility  that  its  result  will  be  to  raise  more  tax  money. 
I  know  from  our  constituency  that  this  is  not  what  they  have  in 
mind  these  days. 

I  rather  suspect  it  is  not  what  the  general  public  would  have  in 
mind  for  review  of  programs. 

Mr.  LoTT.  I  agree  with  the  argument.  But  the  opposition  says 
yes,  they  are  much  related,  because  how  much  we  are  going  to 
spend  clearly  depends  on  how  much  we  are  able  to  collect  in  taxes. 

Mr.  Massa.  There  are  some  who  say  in  recent  history  they  are 
not  related.  How  much  gets  spent  isn't  necessarily  related  to  how 
much  more  income  there  is. 

Mr.  LoTT.  Thank  you. 

Mr.  Derrick.  Mr.  Patterson,  I  don't  want  you  to  go  away  with 
your  feelings  hurt.  We  enjoyed  your  testimony,  too. 

We  will  now  have  the  statement  of  Althea  Simmons.  You  are  of 
the  Washington  Bureau  of  the  National  Association  for  the  Ad- 
vancement of  Colored  People,  and  we  are  delighted  to  have  you. 
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STATEMENT  OF  ALTHEA  T.  L.  SIMMONS,  DIRECTOR,  WASHING- 
TON BUREAU  OF  THE  NATIONAL  ASSOCIATION  FOR  THE  AD- 
VANCEMENT OF  COLORED  PEOPLE 

Ms.  Simmons.  Thank  you,  Mr.  Chairman,  and  members  of  the 
subcommittee,  for  allowing  us  to  share  our  views  on  the  sunrise- 
sunset  legislation. 

I  think  you  are  aware  of  the  fact  that  civil  rights  laws  are  always 
in  the  sunshine,  and  we  believe  that  periodic  review  and  reenact- 
ment  of  laws  required  by  sunset  legislation  would  subject  the  pro- 
tection of  basic  constitutional  rights  to  the  momentary  passions  of 
prevailing  public  opinion. 

Frankly,  civil  rights  laws  are  very  difficult  to  pass,  as  all  of  you 
will  recall.  We  believe  that  if  you  will  just  take  a  look  at  how  much 
time  and  effort — and  in  my  testimony  I  go  into  the  number  of 
days — that  it  took  to  get  basic  civil  rights  laws  like  the  1968  Hous- 
ing Act  passed,  the  Civil  Rights  Act  of  1964,  and  any  of  the  civil 
rights  legislation  that  has  been  passed  in  the  past  20  years. 

It  can  be  said  that  by  asking  that  civil  rights  be  exempted  from 
inclusion  that  we  are  asking  for  placement  in  a  special  category.  I 
think  that  is  right,  because  historically  the  rights  of  blacks  have 
always  been  in  a  special  category  in  this  Nation.  For  nearly  250 
years,  they  were  nonexistent.  For  87  years  following  the  Emancipa- 
tion Reconstruction  era,  the  rights  that  flowed  from  the  emancipa- 
tion proclamation,  the  13th,  14th,  and  15th  amendments  were  sub- 
jected to  a  moratorium — 87  years  in  which  the  Congress  refused  to 
pass  any  civil  rights  legislation;  and  we  feel  very  strongly  that  the 
Congress  must  not  let  itself  get  into  a  position  where  another 
moratorium  occurs  through  inaction. 

We  believe  that  to  require  the  periodic  reauthorization  of  civil 
rights  laws  would  be  unwise  and  unwarranted.  History  shows  that 
each  civil  rights  bill  faces  unusual  hazards — let  me  take  one,  for 
example.  The  Civil  Rights  Commission.  Each  time  it  comes  up  for 
renewal,  we  go  through  a  number  of  delays  trying  to  get  its  life 
extended.  And  if  you  will  recall,  in  1968,  when  the  Housing  Act 
was  passed,  it  was  passed  on  the  heels  of  the  assassination  of  Dr. 
King,  and  even  at  that  time  you  could  not  get  cease  and  desist 
provisions  in  it,  and  right  now  we  are  attempting  to  get  cease  and 
desist  coverage  under  legislation  that  is  now  pending  in  the  Con- 
gress for  this  session. 

We  believe  that  the  sponsors  of  H.R.  2  and  also  S.  2  apparently 
recognize  these  problems  and,  accordingly,  have  exempted  laws 
enforcing  constitutional  rights  from  coverage  of  these  bills.  And  we 
would  urge  that  whatever  bill  passes  the  Congress,  that  this  ex- 
emption be  retained. 

It  is  now  25  years  since  the  Brown  v.  Board  of  Education  deci- 
sion, and  we  are  still  fighting,  trying  to  implement  that  decision, 
and  I  believe  it  is  clear  that  a  5-year  time  period  is  too  short  a  time 
period  to  evaluate  effectiveness  of  civil  rights  programs. 

Let  me  just  raise  some  questions,  please. 

Laws  that  require  cultural  change  are  not  quantifiable.  How  do 
you  measure  degrees  of  change  in  cultural  values.  How  do  you,  for 
example,  quantify  civil  rights  programs?  How  do  you  analyze  the 
cost  effectiveness  of  the  public  accommodations  provision  of  the 
1964  Civil  Rights  Act? 
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If  you  are  trying  to  assess,  for  example,  the  results  of  a  housing 
construction  law,  you  could  determine  how  many  houses  were  built 
and  at  what  cost.  But  if  you  are  going  to  try  to  measure  the 
effectiveness  of  the  Equal  Employment  Opportunity  Commission, 
do  you  consider  the  number  of  complaints  filed  or  processed,  the 
number  of  lawsuits  filed,  the  number  of  jobs  secured  by  agency 
action,  and  if  this  is  the  yardstick  that  is  to  be  used,  do  you  ignore 
the  effect  of  voluntary  compliance? 

Let  me  go  to  the  judicial  branch  a  second.  If  you  recall,  back  in 
the  early  1950's,  when  lawsuits  were  brought  in  various  States  to 
allow  minority  group  members  to  enter  institutions  of  higher  edu- 
cation, there  were  successful  lawsuits  in  Texas  and  Oklahoma. 
During  the  same  period,  the  University  of  Arkansas,  without  a 
lawsuit,  opened  up,  and  it  would  be,  I  would  think,  reasonable  to 
assume  that  based  on  what  happened  in  Texas  and  Oklahoma,  the 
University  of  Arkansas  said  we  don't  need  a  lawsuit  to  open  up  to 
allow  people  to  come  in. 

How  do  you  actually  account  for  what  we  call  voluntary  compli- 
ance? When  you  talk  about  duplicative  and  overlapping  programs, 
how  does  one  judge  voluntary  compliance?  If  an  employer  increases 
his  minority  and  female  workforce  who  can  say  he  did  so  based  on 
the  likely  prospect  of  EEOC  filing  a  lawsuit  against  him  or  the  fear 
he  would  lose  a  Government  contract?  We  know  that  discrimina- 
tion in  civil  rights  is  pervasive  and  deep  rooted  and  sometimes  you 
have  to  have  multiple  programs  in  order  to  eliminate  that  kind  of 
discrimination. 

We  oppose  title  IV  of  H.R.  2,  which  establishes  a  citizens  commis- 
sion. We  don't  see  a  good  use  for  it.  It  adds  another  layer  of 
bureaucracy,  and,  as  someone  testified,  it  is  a  costly  venture,  and 
we  believe  that  the  reorganization  process  and  Congress  thrust 
toward  the  cutback  in  paperwork  obviously  would  take  care  of  it  in 
another  manner. 

The  NAACP  does  not  oppose  fair  reasonable  oversight  regulatory 
reform,  but  those  of  us  who  have  worked  in  the  private  sector  also 
know  the  effectiveness  of  management  by  objectives.  We  also  know 
that  you  are  going  to  have  to  be  dead  certain  that  the  general 
statement  of  objectives  has  to  be  clear  enough  so  that  the  agencies 
will  know  how  they  can  get  the  maximum  without  a  tremendous 
amount  of  extra  work,  extra  staff,  and  extra  burden  on  the  Govern- 
ment. 

We  believe,  as  a  matter  of  fact,  that  several  factors  must  be 
borne  in  mind  when  you  talk  in  terms  of  a  mechanism  for  program 
review.  We  think  intent  has  to  be  very  clear.  We  believe  that 
probably  taking  on  the  entire  Government  at  this  time  might  be  a 
little  burdensome  on  the  Congress,  and  if,  for  example,  it  is  deter- 
mined that  there  should  be  a  number  of  programs  included  under 
this  type  of  legislation,  would  the  committee  consider,  for  example, 
taking  a  selected  category  of  programs,  as  someone  mentioned 
already,  or  taking  a  select  number  of  agencies,  and  then  try  it  for, 
let's  say,  a  5-year  time  period,  and  then  evaluate  and  see  whether 
or  not  this  is  the  kind  of  venture  that  the  Congress  should  go  in  for 
on  a  wholesale  basis. 

We  are  not  experts  with  reference  to  taxes.  But  if  I  can  just 
quote  from  the  former  director  of  the  Washington  Bureau,  Cla- 
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rence  Mitchell,  he  says  if  a  program  deserves  assistance  from  the 
Federal  Government,  such  assistance  should  be  in  a  form  whereby 
the  public  can  keep  track  of  how  much  it  cost.  Therefore,  the 
NAACP  would  favor  the  inclusion  of  tax  expenditures  under  any 
sunset  legislation.  The  public  is  made  aware  on  numerous  occa- 
sions of  the  cost  of  programs  that  benefit  people,  such  as  food 
stamps,  public  assistance,  CETA,  but  there  is  very  little  publicity 
that  is  given  to  how  much  revenue  is  lost  by  way  of  special  tax 
credit,  exemptions,  deductions,  et  cetera.  If  this  is  equally  as  well 
publicized  as  the  social  programs  that  benefit  the  poor  and  unfortu- 
nate, we  believe  that  almost  to  a  person  given  a  choice  would 
support  programs  that  directly  help  people  in  need  rather  than 
special  tax  exemptions  for  business  that  would  help  persons  in 
higher  income  brackets. 

We  certainly  believe  that  if  you  will  just  consider  what  goes  into 
trying  to  bring  about  equality  in  this  country  to  members  of  minor- 
ity groups,  and  if  you  will  take  the  time  to  just  refresh  your 
memory  with  reference  to  how  much  time  the  Congress  spends  on 
trying  to  enact  civil  rights  legislation,  then  I  believe  that  you 
would  agree  that  the  exemption  of  civil  rights  from  sunset  legisla- 
tion would  be  appropriate.  We  certainly  appreciate  the  opportunity 
to  come  and  to  share  our  views  with  you. 

[Ms.  Simmons'  prepared  statement  follows:] 

Prepared  Statement  of  Althea  T.  L.  Simmons,  Director  of  the  Washington 
Bureau  of  the  National  Association  for  the  Advancement  of  Colored  People 

Madam  Chairman  and  members  of  the  subcommittee,  thank  you  for  this  opportu- 
nity to  present  testimony  on  sunset  legislative  oversight.  I  am  Althea  T.  L.  Sim- 
mons, director  of  the  Washington  Bureau  of  the  National  Association  for  the  Ad- 
vancement of  Colored  People  and  I  am  speaking  in  behalf  of  our  1,800  branches  and 
youth  units  in  the  50  States  and  the  District  of  Columbia. 

The  NAACP  favors  the  provisions  of  section  108  of  H.R.  2  which  exempts  certain 
programs  from  its  periodic  review  including  those  guaranteeing  civil  rights  and 
enforcing  antidiscrimination  laws.  We  would  like  to  share  with  the  committee  a 
number  of  reasons  why  laws  protecting  constitutional  rights  should  be  excluded 
from  the  coverage  of  sunshine  and  sunset  laws. 

The  periodic  review  and  reenactment  of  laws  required  by  sunshine/sunset  legisla- 
tion would  subject  the  protection  of  basic  constitutional  rights  to  the  momentary 
passions  of  prevailing  public  opinion.  These  rights  have  been  too  hard  earned  to 
allow  this  to  occur.  Literally  hundreds  of  years  of  struggle  for  freedom  by  blacks 
have  gone  into  passage  of  relatively  recent  laws  that  at  long  last  offer  at  least  the 
hope  that  equality  for  all  is  within  reach.  The  Congress  has  a  duty  not  to  stand  by 
and  allow  this  progress  to  be  threatened  by  those  who  would  appeal  to  the  current 
resurgence  of  ultra  right  wing  opinion  and  to  the  passions  and  prejudices  that  have 
permitted  the  Ku  Klux  Klan  and  other  hate  groups  to  once  again  rear  their  heads 
and  resume  their  tactics  of  violence  and  intimidation. 

If  it  is  said  that  this  places  the  rights  of  some  in  a  special  category,  the  answer  is 
that  historically  the  rights  of  blacks  have  always  been  in  a  special  category  in  this 
Nation.  For  nearly  250  years  they  were  nonexistent.  For  87  years  following  the 
Emancipation  Reconstruction  era,  the  rights  that  flowed  from  the  Emancipation 
Proclamation,  the  13th,  14th,  and  loth  amendments  were  subjected  to  a  moratori- 
um— 87  years  in  which  the  Congress  refused  to  pass  any  civil  rights  legislation  and 
in  most  cases  even  refused  to  debate  it.  We  must  not  allow  another  such  moratori- 
um to  occur  through  inaction,  as  it  could  from  Congress'  refusal  to  renew  the 
legislation  or  reauthorize  expenditures  for  civil  rights  enforcement  under  sunshine/ 
sunset  laws. 

To  require  reenactment  of  or  reauthorization  for  civil  rights  laws  subjects  them  to 
a  hazard  not  faced  by  most  other  types  of  legislation— the  Senate  filibuster.  Unlike 
the  usual  bill  that  passes  Congress  by  a  majority  vote,  civil  rights  bills  usually 
require  (to  break  the  filibuster)  a  vote  of  %  of  the  Senate,   %  of  those  Senators 


480 

present  voting,  60  percent  of  Senators  elected  and  sworn  or  whatever  majority  plus 
that  the  prevailing  rule  requires.  To  put  it  simply,  civil  rights  bills  are  harder  to 
pass  than  most  other  legislation.  It  is  only  through  sustained  efforts  on  the  part  of 
the  NAACP  and  other  civil  rights  organizations,  working  through  a  carefully  nur- 
tured coalition  of  dedicated  Members  of  Congress  of  both  parties,  that  it  has  been 
possible  to  enact  the  landmark  legislation  of  recent  years.  The  struggle  necessary  to 
accomplish  these  gains  should  not  have  to  be  carried  on  at  periodic  intervals.  Civil 
rights  enforcement  is  constantly  in  the  spotlight.  It  does  not  need  the  special  rays  of 
sunshine  or  sunset  to  bring  to  the  attention  of  Congress  how  far  we  still  have  to  go 
on  the  road  to  full  equality. 

The  committee  certainly  recalls  the  difficulties  encountered  each  time  the  Civil 
Rights  Commission  comes  up  for  renewal.  There  are  always  attempts  to  delay  the 
renewal,  cut  the  appropriations  or  add  some  kind  of  extraneous  amendment  to  it. 
We  strongly  oppose  any  legislation  whereby  the  civil  rights  agencies  would  be 
subject  to  review. 

Civil  rights  laws  are  always  in  the  sunshine  unlike  tax  expenditures,  particularly 
those  that  are  never  collected,  exemptions,  deductions,  and  credits,  which  do  not 
receive  the  glare  of  publicity.  Tax  expenditures  are  more  or  less  the  hidden  agenda 
of  the  Congress. 

The  complexities  of  our  times  require  that  Congress  budget  its  time  in  the  most 
expeditious  fashion.  This  cause  would  be  ill  served  if  civil  rights  legislation  is  not 
exempted  from  the  coverage  of  whatever  bill  Congress  sees  fit  to  pass.  History  shows 
that  passing  civil  rights  laws  consumes  more  needless  time  and  energy  of  Congress 
than  any  other  type  of  legislation.  Of  the  Senate  cloture  votes  taken  during  the 
period  1919-77  one  third  were  on  civil  rights  issues  (44  of  132).  The  first  civil  rights 
law  to  pass  Congress  since  the  post-Civil  War  era,  the  Civil  Rights  Act  of  1957,  the 
modest  beginning  of  the  modern  era  of  civil  rights  legislation,  was  filibustered  for  23 
days.  The  even  more  modest  1960  Civil  Rights  Act  required  40  days  to  break  the 
filibuster.  The  1964  Act  required  a  monumental  83  days,  and  the  Voting  Rights  Act 
of  1964,  26  days  to  bring  to  a  vote.  Open  housing  legislation  required  34  days  to 
assure  a  vote  in  1968,  and  amending  the  EEO  Act  in  1972,  23  days.  This  computa- 
tion fails  to  take  into  account  the  time  lost  killing  civil  rights  bills  by  successful 
filibusters.  Congress  cannot  uselessly  expend  its  time  repassing  these  bills  any  more 
than  scientists  could  spend  their  time  reinventing  the  wheel  to  cure  the  current 
energy  problem. 

The  sponsors  of  H.R.  2  and  S.  2  have  apparently  recognized  these  problems  and 
have  accordingly  exempted  laws  enforcing  constitutional  rights  from  coverage  of 
their  bills.  Whatever  bill  Congress  passes,  we  urge  this  exemption  be  retained. 

When  you  consider  that  25  years  after  the  Brown  decision  we  are  still  fighting  to 
implement  it,  it  is  clear  that  the  5-year  period  provided  under  H.R.  65  is  too  short  a 
time  to  evaluate  the  effectiveness  of  civil  rights  programs. 

We  can  always  accomplish  any  needed  reform  by  amending  the  law  as  was  done 
with  EEOC  in  1972,  when  it  was  amended  to  add  State  and  local  government 
coverage  and  again  in  1978,  when  rights  of  women  employees  during  pregnancy 
were  protected. 

We  would  like  to  have  civil  rights  objectives  reached  in  a  short  time  span.  We  in 
the  NAACP  have  found  that  laws  that  require  cultural  changes  are  not  quantifi- 
able. How  do  you  measure  degrees  of  change  in  cultural  values?  Furthermore,  what 
are  you  going  to  do  when  the  program  fails  to  meet  the  objective  test? 

If  I  may  again  refer  to  the  judicial  branch,  as  said  at  the  outset,  we  have  just 
observed  the  25th  anniversary  of  the  Brown  v.  Board  of  Education  decision  and 
although  the  decision  in  Brown  is  the  law  of  the  land,  the  objective  to  end  segrega- 
tion in  public  school  education  has  not  yet,  unfortunately,  been  achieved.  How  does 
one  quantify  civil  rights  programs?  How  can  one  analyze  the  cost  effectiveness  of 
the  public  accommodations  provisions  of  the  1964  Civil  Rights  Act?  In  assessing  the 
results  of  a  housing  construction  law  you  can  determine  how  many  houses  were 
built  at  what  cost,  but  in  measuring  the  effectiveness  of  the  Equal  Employment 
Opportunity  Commission,  do  you  consider  the  number  of  complaints  processed,  the 
number  of  law  suits  filed,  the  number  of  jobs  directly  secured  by  agency  action?  If 
this  is  the  yardstick  to  be  used,  you  ignore  the  effects  of  voluntary  compliance 
induced  by  the  fact  that  the  law  is  on  the  books.  We  know  of  no  way  to  estimate 
how  many  jobs  are  made  available  by  such  compliance.  In  duplicative  or  overlap- 
ping programs,  how  does  one  judge  this  voluntary  compliance  factor?  If  an  employer 
increases  his  minority  and  female  workforce,  who  can  say  he  did  so  to  avoid  the 
prospect  of  EEOC  filing  a  lawsuit  against  him  or  because  he  feared  the  loss  of  a 
Government  contract. 
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We  in  the  civil  rights  arena  know  that  discrimination  is  so  pervasive  and  deep 
rooted  that  multiple  programs  are  necessary  to  eliminate  such  discrimination. 

CITIZENS   COMMISSION   ON   THE   ORGANIZATION   AND   OPERATION   OF   GOVERNMENT 

The  NAACP  opposes  title  IV  of  H.R.  2  which  establishes  a  citizens  commission.  It 
would  add  yet  another  layer  of  bureaucracy  when  the  congressional  thrust  is  toward 
reform,  reorganization,  and  cutback  on  paperwork. 

The  NAACP  is  not  opposed  to  reasonable  and  fair  regulatory  reform  and/or 
oversight  of  governmental  programs.  Those  of  us  who  have  worked  in  the  private 
sector  know  the  effectiveness  of  management  by  objectives.  We  also  know  that 
general  statements  of  objectives  can  be  so  broad  that  they  fail  to  provide  guidance. 
Therefore,  it  is  desirable  to  achieve  the  optimum  that  minimizes  paperwork  or 
maximizes  overall  gains. 

The  NAACP  believes  that  several  factors  must  be  borne  in  mind  in  establishing  a 
mechanism  for  program  review.  The  Congress  must  clearly  set  forth  the  intent  of 
the  legislation  in  the  language  of  the  bill;  the  agency  must  understand  the  intent 
and  be  able  to  explain  it  to  others:  then  the  agency  must  see  that  congressional 
intent  is  carried  out.  Finally,  Congress  has  the  responsibility  of  monitoring  the 
process.  We  believe  that  taking  the  entire  Government  structure  of  existing  pro- 
grams set  forth  in  H.R.  2  may  be  too  complex  a  burden  on  congressional  and 
agencies  resources. 

We  would  recommend  that  the  committee  consider  a  pilot  project  of  a  selected 
number  of  agencies  or  a  single  agency  for  a  5-year  period  with  a  comprehensive 
evaluation  thereof  and  report  to  the  Congress.  Congress  would  then  be  in  a  better 
position  to  direct  the  phasing  in  of  additional  programs  within  functional  categories. 

We  believe  that  if  a  program  deserves  assistance  from  the  Federal  Government, 
such  assistance  should  be  in  a  form  whereby  the  Public  can  keep  track  of  how  much 
it  costs.  Therefore,  we  strongly  favor  the  inclusion  of  tax  expenditures  under  any 
sunset  legislation. 

The  Public  is  made  aware  on  numerous  occasions  of  the  cost  of  programs  that 
benefit  people,  such  as  public  assistance,  food  stamps,  CETA,  etc.  However,  little 
publicity  is  given  to  how  much  revenue  is  lost  by  way  of  special  tax  credits, 
exemptions,  deductions,  etc.  If  this  were  equally  well  publicized,  we  feel  that  most  of 
our  citizens,  given  the  choice,  would  support  more  money  for  food  stamps  and  other 
programs  that  directly  help  people  in  need  rather  than  special  tax  exemptions  for 
business  that  would  help  those  in  higher  income  brackets.  So,  if  anything  is  to  be 
exposed  to  sunshine,  tax  expenditures  should  top  the  list  of  priorities. 

Madam  Chairman,  we  appreciate  the  opportunity  to  testify  on  these  bills  and 
urge  the  committee  and  the  House  of  Representatives  when  acting  on  this  legisla- 
tion to  exempt  from  coverage,  all  laws  protecting  constitutional  rights. 

Mr.  Derrick.  Thank  you  very  much,  Ms.  Simmons.  I  address  my 
question  to  H.R.  2.  Do  you  feel  that  the  exemption  under  H.R.  2 
would  offset  the  adverse  effects  of  sunset  in  the  field  of  human 
rights? 

Ms.  Simmons.  I  think  it  possibly  could. 

Mr.  Derrick.  Thank  you  very  much. 

Chairman  Long? 

Mr.  Long.  Thank  you  very  much. 

Ms.  Simmons,  I  appreciate  your  testimony.  You  have  set  forth,  as 
the  gentleman  did  with  respect  to  the  tax  expenditures  earlier,  the 
very  essence  of  what  the  problem  is  and  that  if  we  start  exempting 
one  thing  we  really  get  into  a  situation  where  we  are  going  to  end 
up  with  a  program  that  is  probably  not  very  effective.  I  am  of 
course  very  familiar  with  the  difficulties  you  get  into  with  the  civil 
rights  legislation,  all  the  casualties  that  occur. 

You  did  a  very  fine  job  of  articulating  the  situation.  We  appreci- 
ate your  help. 

Mr.  Derrick.  Mr.  Lott. 

Mr.  Lott.  No  questions.  Just  thank  you  very  much  for  coming 
and  for  your  testimony. 

Mr.  Derrick.  Ms.  Simmons,  we  thank  you  very  much. 
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Next  we  will  hear  from  the  American  Bar  Association.  The  state- 
ment will  be  made  by  William  T.  Lifland,  member  of  the  Commis- 
sion on  Law  and  the  Economy. 

STATEMENT  OF  WILLIAM  T.  LIFLAND,  MEMBER  OF  THE  COM- 
MISSION ON  LAW  AND  THE  ECONOMY,  AMERICAN  BAR  ASSO- 
CIATION 

Mr.  Lifland.  Thank  you,  Mr.  Chairman.  Our  commission  studied 
the  sunset  concept  along  with  a  number  of  other  techniques  for 
legislative  oversight.  We  decided  that  we  would  recommend  to  the 
American  Bar  Association  that  it  support  the  concept  of  sunset 
along  with  the  other  te.chniques. 

It  seemed  to  us  that  sunset  had  the  advantage  of  imposing  a 
deadline  on  the  oversight  process,  which  it  appeared  to  us  would 
discourage  the  strategy  of  defeat  by  delay  which  might  be  adopted 
by  those  who  might  be  opposed  to  a  particular  useful  reform. 

We  did  not  view  sunset  as  a  technique  for  undoing  legislative 
efforts  to  protect  the  public  health  and  safety,  consumers  or  the 
rights  of  minorities.  We  rather  looked  upon  it  as  a  means  of 
overcoming  what  I  might  describe  as  perhaps  an  occupational 
hazard  of  our  profession,  that  is,  procrastination.  It  seemed  to  us 
that  the  imposition  of  a  deadline  would  be  a  useful  way  to  get 
something  done.  Certainly  I  have  had  judges  explain  to  me  that 
was  the  reason  for  which  they  were  putting  deadlines  on  me. 

The  name  sunset  reminds  me  of  a  story  I  once  heard  about  Miss 
Eima  Hogg,  who  was  a  very  well  known  lady  in  Texas  society, 
daughter  of  a  former  Governor  of  Texas.  She  was  once  heard  to 
observe  that  throughout  her  life  her  name  had  not  always  been  an 
asset  to  her.  I  think  that  may  be  true  also  of  sunset.  I  think  in 
general  one  would  not  expect  that  the  practical  application  of  a 
sunset  law  would  be  to  bring  down  the  curtain  or  cut  off  the 
daylight  so  far  as  useful  programs  are  concerned. 

Instead,  what  we  would  expect  in  most  cases  would  be  that  a 
program  which  had  value  when  adopted  but  which  had  come  to 
become  a  little  old  fashioned  or  perhaps  a  little  inefficient,  might 
be  improved  as  a  result  of  the  sunset  reauthorization  procedure.  It 
might  be  made  into  a  more  modern,  responsive  program,  and  per- 
haps integrated  with  other  programs  which  were  designed  to  ac- 
complish similar  objectives. 

Where  there  were  programs  of  course  which  were  designed  to 
accomplish  inconsistent  objectives,  one  would  hope  that  the  sunset 
review  could  embody  both  programs  at  once  and  thereby  bring 
some  order  out  of  possible  disorder. 

In  summary,  we  think  that  the  imposition  of  a  deadline,  which  is 
the  distinguishing  feature  of  sunset  review,  should  help  rather 
than  hinder  the  process  of  legislative  oversight.  It  might  also  have 
the  practical  effect  of  encouraging  agencies  to  undertake  improve- 
ment of  their  internal  programs  before  Congress  laid  down  the  law 
to  them  and  commanded  them  to  do  so. 

We  do  think,  however,  that  the  sunset  concept  needs  some  fine 
tuning.  Some  of  the  statements  made  by  other  witnesses  have 
brought  that  out.  It  had  appeared  to  us  that  during  the  period 
when  a  periodic  reauthorization  program — to  use  the  more  techni- 
cal designation  of  "sunset" — is  getting  off  the  ground,  the  number 
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of  reviews  conducted  should  be  limited  somehow  so  that  the  burden 
of  conducting  these  reviews  does  not  become  so  overwhelming  that 
the  entire  program  gets  a  bad  name.  As  in  taking  off  in  an  air- 
plane, the  pilot  devotes  maximum  attention  as  he  gets  off  the 
ground,  and  he  turns  on  the  automatic  pilot  once  he  has  made  his 
progress  through  the  first  several  thousand  feet. 

A  necessary  corollary  of  the  proposition  that  the  number  of 
reviews  might  well  be  limited  at  the  outset  would  be  that  there 
should  be  some  selection  process  which  would  be  directed  at  taking 
the  most  promising  candidates  for  reform  first.  We  had  suggested 
in  our  report  to  the  American  Bar  Association  that  a  useful  way  of 
engaging  in  this  selection  process  would  be  to  get  the  executive 
branch  involved  because  we  thought  that  through  the  involvement 
of  the  two  branches  it  would  be  more  likely  that  something  would 
get  accomplished  before  the  deadline  became  imminent. 

Once  a  sunset  review  program  goes  on  automatic,  however,  we 
had  great  difficulty  in  articulating  a  basis  for  selecting  out  some 
programs  as  immune  from  review.  It  seemed  to  us  that  even  a  good 
program,  won  at  the  expense  of  a  costly  legislative  battle,  might 
still  be  improved  as  a  result  of  a  periodic  reauthorization  review. 

We  recognize  that  others  may  have  different  views  on  that,  and 
in  the  last  analysis  of  course  it  is  a  political  judgment  for  the 
legislature  as  to  what  exceptions,  if  any,  should  be  made  and  where 
a  line  should  be  drawn. 

We  think  it  is  important  to  get  complete  reports  from  those  who 
are  conducting  sunset  reviews  in  order  for  the  entire  legislature  to 
have  an  informed  basis  of  action,  so  we  would  warn  against  a 
procedure  which  has  the  tendency  to  force  a  large  number  of 
casual  reviews.  We  think  that  such  casual  reviews  would  necessar- 
ily result  in  a  relatively  large  number  of  casual  reports  which 
would  not  be  of  much  benefit  to  the  oversight  process. 

We  had  two  other  perhaps  technical  observations  to  make.  One  is 
that  if  it  should  appear  that  the  deadline  is  approaching  and  that 
legislation  is  not  imminent  to  deal  with  the  problem  of  reauthoriza- 
tion, we  would  suggest  that  some  type  of  transitional  legislation  be 
adopted  so  that  if  a  program  is  discontinued  there  are  not  unfore- 
seen economic  dislocations  as  a  result  of  an  abrupt  discontinuation 
of  a  program  on  a  certain  day. 

Also  in  such  cases,  where  the  deadline  may  be  near,  we  would 
suggest  that  as  an  alternative  to  postponing  the  deadline  provision 
be  made  for  accelerating  the  progress  of  sunset  legislation  through 
Congress  as,  for  example,  by  the  use  of  the  same  technique  that 
appears  in  H.R.  2  for  accelerating  the  passage  of  a  proposed  excep- 
tion to  the  sunset  process. 

[Mr.  Lifland's  prepared  statement,  with  attachment,  follow:] 
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Prepared  Statement  of  William  T.  Lifland,  Member, 
Commission  on  Law  and  the  Economy  for  the 
American  Bar  Association 

I  am  William  T.  Lifland,  a  practicing  lawyer  in  New  York 
City  and  a  member  of  the  American  Bar  Association's  Commission 
on  Law  and  the  Economy.   The  Commission  was  formed  in  the 
belief  that  the  legal  profession  has  a  responsibility  to  speak 
out  against  excesses  in  economic  regulatory  programs  and 
procedures  which  have  been  fostered  in  part  by  the  legal 
profession  itself.   Its  exposure  draft  report  issued  in 
August  1978,  entitled  "Federal  Regulation:   Roads  to  Reform" 
contains  numerous   recommendations  for  reform.   It  has  received 
wide  circulation  and  attention  and  I  am  pleased  to  submit  a 
copy  for  the  subcommittee's  consideration.   Chapter  VII  of  the 
Report  deals  with  periodic  reauthorization  of  regulatory  programs. 

In  the  course  of  its  work,  the  Commission  reviewed  the 
utility  of  sunset  legislation  as  a  means  of  correcting 
economic  regulatory  excesses,  and  reported  its  recommendations 
to  the  American  Bar  Association's  House  of  Delegates.   These 
recommendations,  which  reflect  the  Commission's  support  in 
principle  of  the  sunset  concept  embodied  in  H.R.  2,  were 
approved  by  the  American  Bar  Association's  House  of  Delegates 
in  February  1978.   On  April  19,  1978,  Richard  H.  Keatinge,  a 
former  member  of  the  Commission,  submitted  these  recommendations 
to  Congress  in  his  testimony  before  the  Committee  on  Rules  and 
Administration,  United  States  Senate,  in  support  of  legislative 
proposals  similar  to  H.R.  2.   A  copy  of  the  recommendations  is 
attached  (Appendix  A) . 

A  principal  objective  of  the  sunset  concept  is  to  prepare 
an  inventory  of  government  programs,  and  to  require  periodic 
reconsideration  of  these  programs  in  light  of  current  conditions. 
The  existence  of  the  sunset  deadline,  after  which  the  program 
is  eliminated  if  not  reauthorized,  is  meant  to  force  completion 
of  reconsideration  upon  a  reasonable  schedule.   The  deadline  is 
designed  to  counter  the  tendency  for  delay  to  be  anticipated 
from  both  the  normal  reluctance  to  reexamine  past  decisions. 
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and  the  tactics  of  those  with  special  interests  in  guarding 
particular  programs  against  changes  which  may  advance  the  general 
welfare. 

The  prospect  of  Congressional  reconsideration  may 
stimulate  earlier  reconsideration  by  agencies  or  departments 
which  may  remove  the  need  for  or  reduce  the  scope  of 
Congressional  review.   Programs  no  longer  useful  may  be 
voluntarily  eliminated  (if  permitted  by  law) ,  so  that 
Congressional  review  will  not  be  necessary.   Thus,  the  sunset 
concept  may  provide  incentive  to  government  administrators  to 
achieve  greater  efficiency  by  weeding  out  programs  which  are 
obsolete,  inconsistent  with  other  objectives,  or  otherwise 
wasteful,  before  corrective  action  is  commanded  by  Congress. 

Although  some  benefits  of  sunset  legislation  may  be 
achieved  without  an  actual  reauthorization  review  by  Congress, 
it  is  of  course  vital  for  sunset  legislation  to  provide  a 
workable  reauthorization  procedure. 

The  Commission's  recommendations  with  respect  to 
procedure,  while  much  less  detailed  than  the  proposals 
embodied  in  H.R.  2,  are  similar  in  a  number  of  respects  to  the 
proposals  of  H.R.  2: 

1.   Reauthorization  should  be  based  on  reports  containing 
information  and  analysis  on  objectives,  costs  and  accomplish- 
ments of  the  program  under  review,  and  analysis  of  the 
justification  for  continuation  of  the  program  in  light  of  other 
programs  potentially  conflicting  or  duplicative. 

?..      In  principle,  all  regulatory  agencies  or  functions 
should  be  subjected  to  reauthorization  procedures.   Although 
questions  may  properly  be  raised  as  to  whether  it  is  desirable 
to  conduct  a  review  of  programs  only  recently  authorized, 
the  permanent  exclusion  from  review  of  particular  agencies  or 
functions  was  considered  generally  undesirable  by  the  ABA, 
H.R.  2,  while  not  going  as  far  as  the  Commission's  recommendation, 
appears  to  recognize  the  principle  that  virtually  all  government 
programs  may  benefit  from  the  reauthorization  process. 

In  its  present  form,  H.R.  2  does  not  appear  to  embody 
certain  additional  recommendations  of  the  Commission,  which 
this  Committee  may  wish  to  consider: 
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1.  The  Commission  was  of  the  opinion  that  only  a  very 
limited  number  of  sunset  reviews  should  be  undertaken  by  a 
particular  Congress,  until  experience  demonstrated  that  more 
such  reviews  could  be  accomplished  effectively  within  a  short 
period  of  time.   The  reason  for  this  recommendation  was  that  a 
careful  sunset  review  may  represent  an  extensive  commitment  of 
hours  and  energy.   In  light  of  the  many  other  matters  on 
Congressional  agendas,  attempting  too  many  sunset  reviews 
could  lead  to  frustration  and  cause  disenchantment  with  the 
entire  approach.   It  is  recognized  that  the  risks  of  under- 
tciking  too  many  reviews  may  be  outv;eighed   by  the  risks  of 
permitting  review  of  governmental  programs  to  be  indefinitely 
delayed,  and  that  the  proper  resolution  of  this  conflict  is  a 
matter  for  sound  legislative  judgment.   Section  102(a)  of 
H.R.  2  requires  "a  reauthorization  review  (to  the  extent  the 
Committee  or  committees  having  jurisdiction  deem  appropriate) " 
for  all  non-exempted  programs.   If  this  provision  is  intended 
to  require  that  there  be  some  form  of  review  undertaken  for  all 
such  programs,  a  considerable  amount  of  work  may  be  entailed. 
It  is  to  be  hoped  that  the  magnitude  of  this  requirement  will 
not  lead  to  cursory  reviews. 

2.  The  Commission  favored  incorporation  of  procedural 
safeguards  designed  to  require  prompt  consideration  of  legis- 
lative proposals  made  after  reauthorization  reviews.   This 
point  is  not  addressed  in  H.R.  2. 

3.  The  Commission  recommended  that  sunset  legislation 
should  provide  an  orderly  method  for  phasing  out  government 
programs.   The  purpose  of  this  recommendation  was  to  avoid 
the  legal  uncertainties  which  may  be  created  if  an  important 
governmental  program  is  terminated  without  transitional 
provisions. 

H.R.  2  does  not  explicitly  address  this  point,  presumably 
in  the  expectation  that  appropriate  transitional  provisions 
will  have  to  be  included  in  separate  legislation  in  connection 
with  each  individual  decision  not  to  reauthorize.   However, 
if  the  transitional  provisions  are  not  laid  down  well  in 
advance  of  the  sunset  deadline,  economic  dislocation  could 
result. 
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4.   The  Commission  recommended  that  sunset  legislation 
provide  for  Presidential  participation  in  the  selection  of  the 
programs  to  be  subjected  to  sunset  review.   The  reason  for  this 
recommendation  was  the  judgment  that  fundamental  reform  was 
unlikely  unless  the  President  and  Congress  worked  closely 
together.   The  Commission  also  recognized  that  problems  in 
the  selection  process  would  be  eliminated  by  requiring 
reauthorization  of  all  programs  on  each  tenth  anniversary  of 
their  original  authorization.   To  the  extent  that  H.R.  2 
adopts  the  principle  of  automatic  rather  than  selective 
review,  the  need  for  formal  provision  for  Presidential 
participation  is  reduced.   Also,  Section  302 's  provision  for 
coordination  with  appropriate  instrumentalities  of  the  executive 
branch  in  preparing  reexamination  plans  may  result  in  Presidential 
participation  in  the  process  at  a  later  stage. 

In  conclusion,  it  should  be  emphasized  that  sunset 
legislation  is  not  advocated  as  the  only  means  of  improving 
accountability  of  government  for  economic  regulation.  Our 
Commission  has  recommended  a  number  of  additional  roads  to 
regulatory  reform,  several  of  which  are  embodied  in  other 
pending  legislation.   No  one  road  is  sufficient  given  the 
dimensions  of  the- problem,  but  sunset  is  clearly  one  of  these 
key  roads.   It  is  best  used  as  a  supplement  to  the  traditional 
Congressional  budgeting  and  oversight  processes  and  as  a 
means  to  focus  public  attention  on  the  need  for  monitoring  the 
continuing  justification  for  the  costs--both  visible  and 
invisible — of  economic  regulatory  programs  adopted  years 
before . 

The  Commission  is  aware  that  some  people  fear  that 
sunset  procedures  could  be  used  to  adversely  affect  the 
Government's  efforts  to  enhance  public  health  and  safety, 
protect  consumers  from  unfair  practices  and  advance  equal 
opportunity.   The  Commission  believes  that  sunset  reviews 
should  not  be  used  to  weaken  the  nation's  commitment  to  such 
fundamental  goals,  but  instead  to  serve  as  a  useful  mechanism 
for  increasing  the  effectiveness  and  efficiency  of  all 
government  programs. 
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APPENDIX  A 


AMERICAN   BAK  ASSOCIATION 
COMMISSION   ON  LAW  AND  THE  ECONOMY 


Approved  by  the  House  of  Delegates, 

American  Bar  Association 

February,   1978 


RECOMMENDATION  The  Commission  and  the  ABA  support  a 

limited  form  of  sunset  legislation  which  would  require  review  and 
reauthorization  by  the  Congress  of  federal  regulatory  agencies  or  functions 
and  embody  the  following  considerations: 

(a)  Until  it  is  demonstrated  by  experience  that  Congress  can 
accomplish  a  substantial  number  of  reviews  and  reauthorizations  effectively 
within  a  short  period  of  time,  sunset  legislation  should  not  require  review  of 
more  than  a  very  limited  number  of  regulatory  agencies  or  regulatory 
functions  by  any  one  Congress. 

(b)  The  legislation  should  delegate  to  the  President,  subject  to 
approval  by  both  Houses  of  Congress,  the  authority  and  responsibility  of 
designating  the  agencies  or  regulatory  functions  to  be  reviewed  and 
subjected  to  automatic  termination  (under  paragraph  (d)  below)  unless 
reauthorized  by  new  legislation. 

(c)  Reports  to  Congress  on  the  agencies  or  regulatory  functions 
scheduled  for  review  should  be  prepared  by  the  Office  of  Management  and 
Budget,  the  General  Accounting  Office,  the  Congressional  Budget  Office, 
and  the  affected  agencies  themselves.  The  legislation  should  establish 
criteria  for  the  comprehensiveness  and  usefulness  of  these  reports.  The 
schedule  should  permit  enough  lead  time  for  the  completion  and  pubbcation 
of  such  reports  in  advance  of  consideration  by  the  appropriate  committees 
of  Congress,  and  should  provide  for  full  public  participation  in  the  review 
process. 

(d)  Sunset  legislation  should  provide  an  orderly  method  by  which 
agencies  may  be  (>hased  out  if  they  are  not  reauthorized. 

(e)  Sunset  legislation  should  provide  procedural  safeguards  to  require 
that  legislation  drafted  in  response  to  sunset  review  should  be  discharged 
promptly  from  committee  and  given  prompt  consideration  on  the  floor  and 
by  conference  committees. 

(f)  Sunset  legislation  should  apply  to  all  forms  of  government 
regulation  and  should  not  exclude  particular  regulatory  agencies  or  functions 
from  intensive  review. 
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Mr.  Derrick.  Thank  you  very  much.  Being  a  former  member  of 
the  ABA,  I  could  not  agree  with  you  more  about  lawyers  under- 
standing the  need  for  deadlines  that  judges  impose. 

You  often  wonder  how  things  are  out  there  in  the  real  world. 
Are  lawyers  still  making  money? 

Mr.  LiFLAND.  Some  of  them  are  doing  better  than  the  rest  of  us. 

Mr.  Derrick.  Would  you  support  the  legislation  if  it  did  not 
include  tax  expenditures? 

Mr.  LiFLAND.  The  Commission  did  not  focus  on  that  particular 
point.  The  general  position  that  was  taken  was  that  the  legislation 
should  cover  everything  because  we  simply  did  not  know  how  to 
carve  something  out  without  inviting  many  other  programs  to  be 
carved  out.  Perhaps — and  I  don't  know;  I  speak  from  a  considerable 
ignorance  on  this  subject — the  enactment  of  a  suitable  transitional 
program  might  deal  with  some  of  the  problems  that  would  be 
encountered  by  inclusion  of  tax  expenditures. 

Mr.  Derrick.  I  gather,  then,  that  you  see  no  appreciable  differ- 
ence between  budget  authority  and  tax  expenditures?  You  think 
they  should  come  under  the  same  umbrella? 

Mr.  LiFLAND.  I  am  not  an  expert  on  that  subject,  sir.  I  would  just 
have  to  defer. 

Mr.  Derrick.  What  is  your  greatest  concern  at  this  time  regard- 
ing potential  success  of  some  form  of  sunrise  or  sunset  legislation? 

Mr.  LiFLAND.  I  think  our  greatest  concern  would  be  an  attempt 
to  overdo  it,  because  the  number  of  Federal  programs  is  so  great.  I 
think  I  would  feel  quite  concerned  that  attempting  to  undertake  a 
large  number  of  sunset  reviews  in  the  early  years  might  cause  the 
entire  program  with  all  its  usefulness  to  come  into  disrepute. 

Mr.  Derrick.  We  thank  you  very  much  for  your  excellent  testi- 
mony and  thank  you  for  taking  the  time  to  come  before  us. 

We  will  now  hear  from  the  Business  Roundtable,  and  testimony 
will  be  given  by  Richard  D.  Godown,  associate  executive  director, 
Business  Roundtable. 

STATEMENT  OF  RICHARD  D.  GODOWN,  ASSOCIATE  EXECUTIVE 
DIRECTOR,  BUSINESS  ROUNDTABLE,  ACCOMPANIED  BY 
CLAUDE  A.  BURLESON,  VICE  PRESIDENT,  GENERAL  TELE- 
PHONE AND  ELECTRONICS 

Mr.  Godown.  I  am  accompanied  today  by  Mr.  Claude  A.  Burle- 
son, who  is  vice  president  of  General  Telephone  and  Electronics 
and  who  is  also  chairman  of  the  Tax  Coordinating  Committee  of 
the  Business  Roundtable. 

I  must  say  that  it  is  educational  to  sit  and  listen  to  witnesses 
testify.  T  learned  today  from  our  friends  at  AFL-CIO  that  certain 
programs  that  they  had  in  mind,  which  they  felt  would  be  under 
attack,  are  sensitive  and  needed  and  complex.  I  hope  they  feel  that 
way  about  tax  expenditures.  I  also  heard  the  AFL-CIO  describe 
themselves  as  relatively  ineffective.  I  would  like  to  declare  that  my 
testimony  today  will  be  strictly  factual. 

Let  me  state  our  position  clearly  at  the  beginning.  We  believe  it 
is  appropriate  for  Government  agencies  and  programs  to  be  reex- 
amined periodically,  and  we  therefore  support  the  sunset  concept. 
At  the  same  time,  we  believe  it  would  be  a  mistake  to  promise,  or 
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appear  to  promise,  more  than  can  be  performed;  and  we  recognize 
that  certain  exceptions  are  necessary. 

For  that  reason,  we  have  some  reservations  about  both  H.R.  2 
and  H.R.  65:  About  H.R.  2  because  it  seems  hkely  to  overload  the 
legislative  process  by  encompassing  too  much  on  too  short  a  cycle; 
about  H.R.  65  because  it  lacks  an  effective  action-forcing  mecha- 
nism and  may  therefore  produce  a  pattern  of  reauthorizations  not 
much  different  from  those  which  Congress  currently  performs. 

We  take  this  stance  not  only  because  we  think  the  regulatory 
area  is  the  one  most  in  need  of  serious  reexamination  but  because 
we  feel  that  the  only  way  to  realize  the  potential  benefits  of  the 
sunset  concept  is  to  take  it  in  modest  bites.  Once  the  format  is 
established  and  the  methodology  proven,  it  can  be  extended  to 
other  areas. 

We  are  strongly  opposed  to  extension  of  the  sunset  concept  to 
include  so-called  tax  expenditures.  We  reject  that  term  as  a  misno- 
mer which  implies  that  income  kept  by  individuals  or  corporations 
is  retained  by  Government  sufferance.  On  the  contrary,  the  Gov- 
ernment takes  money  earned  by  individuals  and  corporations;  it 
does  not  dispense  tax  benefits. 

We  have  the  same  objection  to  sunsetting  the  tax  code  as  we  do, 
for  example,  to  sunsetting  social  security  benefits.  The  effect  on 
expectations  regarding  income,  and  the  effect  on  personal  and  cor- 
porate planning  would  be  disruptive  both  psychologically  and  eco- 
nomically. 

Let  me  turn  now  in  greater  detail  to  the  two  bills  before  you.  As 
we  have  previously  testified,  we  favor  the  concept  embodied  in  H.R. 
2  and  find  much  about  the  legislation  that  is  attractive.  In  the  long 
run,  we  would  like  to  see  Congress  and  the  executive  branch  com- 
mitted to  such  a  reexamination  of  all  existing  programs  and  agen- 
cies on  a  periodic  basis. 

However,  we  are  concerned  that  it  isn't  practical  to  launch  into  a 
full-scale  sunset  program  at  this  time.  We  doubt  that  it  is  possible 
for  the  committees  and  subcommittees  of  jurisdiction  to  perform 
the  meticulous  analysis  of  each  and  every  program  suggested — but 
not  exactly  required— in  section  102(a)  of  H.R.  2.  Therefore,  as  a 
pilot  approach,  we  recommend  adoption  of  separate  legislation  sim- 
ilar in  some  aspects  to  title  V  of  H.R.  2,  which  deals  with  the 
regulatory  agencies  only. 

In  our  opinion,  S.  445  and  H.R.  2364,  the  Percy/Anderson  bills, 
are  superior  to  title  V  of  H.R.  2  because  they  contain  an  action- 
forcing  mechanism,  a  sunset  provision  requiring  Congress  to  affirm 
or  amend  the  existing  laws. 

Also,  we  do  not  consider  it  feasible  for  the  executive  branch  or 
for  the  Congressional  Budget  Office  and  the  General  Accounting 
Office  to  generate  the  mass  of  detailed  information  and  analysis 
required  under  H.R.  2  without  neglecting  other  essential  functions. 
And  if  the  information  were  generated,  we  doubt  that  the  Congress 
would  have  the  time  to  adequately  digest  it. 

We  certainly  have  no  objection  to  the  enhanced  oversight  func- 
tion, which  we  take  to  be  the  essential  goal  of  title  III  in  H.R.  2 
and  also  of  H.R.  65.  But,  if  sunset  is  to  be  taken  seriously,  it  is 
necessary  to  limit  its  coverage,  to  close  the  loopholes,  and  to  pro- 
vide an  effective  action  enforcement  mechanism. 
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I  want  to  record  our  reservation  about  the  wisdom  of  drawing 
the  Congressional  Budget  Office  too  deeply  into  the  sunset  review 
process.  In  our  opinion,  the  Congressional  Budget  Act  of  1974  is  an 
excellent  example  of  well-defined  reform.  But  it  is  not  yet  so  firmly 
established  that  we  can  afford  to  place  substantial  new  burdens  on 
an  essential  part  of  the  congressional  budget  mechanism.  If  the 
subcommittee  decides  to  mark  up  H.R.  2,  we  urge  that  title  II  of 
the  bill  be  studied  very  closely  so  as  to  require  CBO's  participation 
only  where  it  is  indispensable.  It  will  always  be  possible  to  expand 
CBO's  responsibilities  at  a  later  date. 

That  brings  me  to  your  bill,  sir,  H.R.  65,  which  has  been  de- 
scribed as  sunrise  rather  than  sunset  legislation.  As  I  have  already 
indicated,  we  support  an  enhancement  of  Congress'  oversight  capa- 
bilities and  agree  with  H.R.  65's  requirement  that  programs  or 
legislation  state  at  the  outset  their  intended  achievements. 

We  feel,  in  other  words,  that  sunrise  legislation  is  a  good  idea  as 
a  complement  to  sunset  legislation,  but  not  as  a  substitute. 

Let  me  now  discuss  the  provisions  in  both  H.R.  2  and  H.R.  65 
which  would  automatically  terminate  tax  expenditures  on  a  set 
schedule.  We  will  oppose  the  enactment  of  any  legislation  which 
includes  such  a  provision. 

We  support  simplification  and  equitable  revision  and  reform  of 
our  tax  laws.  We  believe  that  the  House  Ways  and  Means  Commit- 
tee and  Senate  Finance  Committee  have  been  actively  pursuing 
these  goals,  as  demonstrated  by  the  numerous  major  tax  bills  con- 
sidered and  passed  by  the  Congress  in  recent  years.  The  tax  code  is 
under  constant  review,  and  there  has  been  and  will  be  ample 
opportunities  to  propose  the  termination  of  an  unnecessary  tax 
provision. 

Any  improvement  of  the  current  review  procedures  utilized  by 
the  tax-writing  committees  would,  of  course,  be  of  great  benefit. 
However,  the  introduction  of  sunset  legislation  for  so-called  tax 
expenditures  would  represent  a  meat-ax  approach  to  a  very  com- 
plex area  and  would  cause  more  harm  than  good.  Oversight  in  the 
legislative  tax  area  can  be  improved  by  systematic  review  which 
focuses  on  selected  areas  for  thorough  and  comprehensive  analysis. 

The  enactment  of  potential  termination  dates  for  tax  provisions 
would  create  a  constant  state  of  uncertainty  relating  to  major 
financial  decision  and  would  have  a  destabilizing  effect  on  virtually 
every  segment  of  our  economy,  including  investors,  businesses, 
farmers,  individual  families,  charities,  and  educational  institutions. 
Long-term  financial  decisionmaking  would  be  extremely  difficult  if 
certain  well-established  tax  deductions,  exemptions,  and  credits  are 
subject  to  automatic  cancellations  without  even  a  vote  on  the  sub- 
ject. 

It  is  no  solace  that  H.R.  65  would  only  operate  prospectively. 
H.R.  65  would  terminate  new  or  increased  tax  expenditures  after  5 
years,  thereby  substantially  reducing  the  flexibility  of  the  tax  code. 
There  does  not  appear  to  be  any  necessity  to  lace  all  new  tax 
provisions  on  a  5-year  life  cycle. 

One  of  the  most  serious  objections  to  the  application  of  the 
sunset  concept  to  tax  expenditures  is  that  it  would  provide  Con- 
gress with  a  backdoor  means  of  raising  taxes  without  requiring  the 
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Members  of  Congress  to  vote  on  the  record  in  favor  of  the  in- 
creases. 

If  the  tax-writing  committees  fail  to  act  affirmatively,  the  tax 
provisions  related  to  the  affected  tax  expenditure  item  would  be 
automatically  dropped  out  of  the  tax  code.  A  tax  increase  would 
ensue  which  would  not  be  the  result  of  an  affirmative  vote  of  the 
Members  of  Congress.  We  believe  that  provisions  should  be  re- 
moved from  the  tax  code  the  same  way  they  went  in— by  due 
legislative  process,  with  public  hearings,  a  vote  in  both  Houses  of 
the  Congress  and  a  Presidential  signature. 

There  is  a  widely  recognized  need  today  for  incentives  to  encour- 
age capital  formation  and  research  and  development  expenditures 
for  technological  advances  in  this  country.  Sunset  legislation  for 
tax  expenditures  would  create  uncertainty  and  discourage  invest- 
ment in  such  areas.  It  would  damage  business,  investor,  and  con- 
sumer confidence  and  have  a  disruptive  effect  on  important  invest- 
ment and  consumption  decisions. 

The  Business  Roundtable  has  a  strong  commitment  to  regulatory 
reform,  a  subject  to  which  the  bills  you  are  considering  is  very 
closely  related.  If  we  can  be  of  further  assistance  to  you,  please  do 
not  hesitate  to  call  on  us. 
I  would  be  glad  to  answer  your  questions,  sir. 
Mr.  Derrick.  Thank  you  very  much  for  your  excellent  testimony. 
In  your  statement  you  indicate  that  it  is  your  opinion  that  the 
Percy-Anderson  bill,  S.  445  and  H.R.  2364  are  superior  to  title  V  of 
H.R.  2.  Would  you  elaborate  on  the  reasons  for  favoring  the  Percy- 
Anderson  approach  rather  than  the  approach  in  title  V  of  H.R.  2. 
Mr.  GoDOWN.  Yes;  under  title  V  the  President  submits  a  legisla- 
tive plan  which  calls  for  and  which  embodies  an  agency  reform 
plan,  and  there  will  be  five  plans  over  10  years.  The  first  plan 
would  involve  the  SEC  and  the  Federal  Trade  Commission,  Comp- 
troller of  the  Currency,  FDIC,  and  FCC  and  also  involves  contempo- 
raneous submission  of  analyses  by  the  Comptroller  General  and  the 
Congressional  Budget  Office. 

We  feel  that  the  approach  taken  by  the  Percy  bill  is  an  easier 
approach  to  the  same  problem  and  it  is  in  the  nature  of  a  pilot 
program  and  it  also  permits  for  partial  approval  and  partial  disap- 
proval. We  think  it  would  be  overall  a  more  efficacious  method  of 
going  forward  with  what  we  perceive  to  be  the  identical  objective 
as  title  V. 

Mr.  Derrick.  I  find  your  statement  that  you  just  absolutely 
would  not  support  any  sunset-sunrise  legislation — sounds  like,  to 
me,  if  you  cannot  have  it  all  you  can  take  your  bill  and  go  home. 
We  get  into  the  same  argument  about  how  are  tax  expenditures 
defined  and  so  forth.  So  you  do  not  want  all  of  the  benefits  that 
might  accrue  from  the  enactment  of  sunset  or  sunrise  legislation 
on  the  authorization  side  just  because  the  tax  expenditures  would 
be  included  in  it;  is  that  correct? 

Mr.  GoDOWN.  We  will  come  out  to  the  same  point,  but  I  think  I 
would  put  it  another  way  and  perhaps  Mr.  Burleson  would  care  to 
join  in.  Rather  than  state  we  are  willing  to  give  up  all  the  benefits, 
we  think  the  negative  results  which  would  flow  from  the  inclusion 
of  tax  expenditures  would  far  outweigh  whatever  benefits  would 
accrue  by  virtue  of  the  rest  of  the  bill.  That  would  be  so  pervasive 
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and  it  would  be  so  damaging  and  hurt  so  many  people  in  so  many 
areas  of  life  we  would  prefer  no  legislation  at  all  if  that  is  to  be  the 
price. 

Mr.  Derrick.  I  have  sat  as  chairman  of  the  budget  process  task 
force  and  I  found  that  everyone  wanted  to  be  off  budget.  The 
Department  of  Defense  would  like  to  be  off  budget.  I  do  not  have  a 
great  deal  of  sympathy  for  your  remarks  on  tax  expenditures.  I 
think  it  is  just  a  matter  of  the  constituency  that  you  represent  and 
that  they  do  not  want  to  be  bothered  with  it,  and  if  they  cannot 
avoid  it,  they  are  just  not  going  to  have  any  of  it.  You  are  repre- 
senting your  constituents  and  I  appreciate  that,  but  it  does  not  give 
me  a  great  deal  of  sympathy. 

Mr.  Burleson.  We  do  not  think  it  is  needed.  We  think  you 
already  have  the  authority  to  do  all  the  things  sunset  legislation 
proposes  to  do.  We  think  in  the  last  10  years  you  had  seven  major 
tax  bills  and  in  the  process  of  determining  what  was  in  those  bills 
and  its  application  you  had  the  opportunity  at  that  time. 

Mr.  Derrick.  I  would  rephrase  your  remark.  What  you  are  tell- 
ing me  is  not  that  it  is  not  needed;  what  you  are  telling  me  is  the 
structure  is  already  here  to  conduct  this. 

Mr.  Burleson.  That  is  correct. 

Mr.  Derrick.  Of  course  if  you  take  that  premise  we  did  not  need 
the  Budget  Committee  either,  because  if  the  Appropriations  Com- 
mittees were  to  carry  out  their  duties  as  originally  defined,  you 
would  have  no  need  for  the  Budget  Committee.  But  the  fact  of  the 
matter  is  because  of  the  increase  in  Government  and  one  thing  and 
another  the  Appropriation  Committees  have  not  been  able  to  do 
that,  and  therefore  we  need  the  Budget  Committee. 

What  you  are  doing  here  with  sunset  or  sunrise  legislation  is 
once  again  providing  a  structure  which  will  guide.  So  you  know 
you  do  need  it  if  it  is  not  being  done,  and  it  is  not  being  done,  and 
it  is  not  going  to  be  done  unless  you  provide  that  structure. 

Mr.  Burleson.  We  think  it  is  being  done. 

Mr.  Derrick.  Mr.  Lott. 

Mr.  Lott.  I  think  it  is  conceivable  if  the  tax  provisions  were 
included,  that  there  might  even  be  some  benefit  that  would  inure 
to  the  constituency  that  you  represent.  Is  that  right? 

Mr.  GoDOWN.  We  would  have  to  admit  the  conceivable  possibility 
of  some  benefit  accruing. 

Mr.  Lott.  You  are  willing  to  give  up  that  possible  benefit  when 
you  view  all  the  potential  problems. 

Mr.  GoDOWN.  Yes. 

Mr.  Derrick.  I  thank  you  for  excellent  testimony.  Thank  you  for 
your  time  in  coming  forward. 

We  will  now  hear  a  statement  of  the  American  Society  for  Public 
Administration,  by  Dwight  Ink. 

Mr.  Ink,  if  you  would  bear  with  us  for  just  a  moment,  I  think  Mr. 
Lott  and  I  will  vote  and  we  will  be  back  shortly. 

[A  brief  recess  was  taken  to  vote.] 

Mr.  Derrick.  Mr.  Ink,  we  thank  you  for  coming  before  the  sub- 
committee, and  we  will  hear  from  you  now. 


494 
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Mr.  Ink.  Thank  you,  Mr.  Chairman.  Because  of  the  lateness  of 
the  hour,  I  will  try  to  hit  several  highlights  rather  than  read  my 
prepared  testimony. 

Mr.  Derrick.  We  may  ask  you  back. 

Mr.  Ink.  First,  I  would  like  to  express  our  strong  enthusiasm  for 
the  sunrise  provision  of  H.R.  65,  which  would  require  the  setting 
forth  in  new  authorizing  legislation  the  specific  objectives  of  those 
programs  at  the  outset. 

We  think  that  the  amount  of  effort  spent  in  the  beginning, 
thinking  through  what  the  programs  are,  and  what  the  program 
objectives  are,  would  save  all  kinds  of  time  and  effort,  and  avoid 
confusion  and  controversy  as  programs  are  administered.  We  think 
this  should  minimize  the  extent  of  stop-and-go  actions  with  respect 
to  ongoing  programs.  We  think,  therefore,  it  would  actually  result 
in  greater  stability  of  programs,  which  is  an  understandable  con- 
cern of  people  who  are  looking  at  how  sunset  might  affect  pro- 
grams. 

So  we  strongly  support  this  provision  and  recommend  that  it  be 
included  in  any  legislation. 

We  now  often  have,  I  think,  intentional  ambiguity  in  the  legisla- 
tion which  grows  out  of  controversy.  It  is  permitted  in  the  hope 
that  the  regulations  will  later  sort  out  what  the  legislation  has 
been  unable  to  do.  This  action  really  shifts  the  political  process 
from  the  legislation  process  to  program  execution;  it  complicates 
the  management  of  the  program,  slows  program  implementation 
and  blunts  program  effectiveness. 

We  are  glad  to  see  the  requirement  in  H.R.  65  to  identify  previ- 
ous efforts  to  accomplish  objectives  of  the  program  before  moving 
forward.  Too  often  we  jump  into  programs,  sometimes  from  out  of 
well-intentioned  eagerness  to  meet  a  problem,  sometimes  more  of  a 
political  desire  either  at  the  White  House  or  in  Congress  to  be 
associated  with  new  programs,  with  new  labels.  We  often  move 
ahead  without  taking  the  time  to  profit  from  prior  experience  or  to 
determine  adequately  whether,  instead  of  a  new  program  perhaps 
we  need  only  to  simplify  or  modify  an  existing  program  with 
considerably  less  disruption,  and  generally  less  cost. 

I  like  the  H.R.  65  simplicity  of  drawing  primarily  upon  the 
ongoing  congressional  processes.  Many  of  us  feel  that  the  growing 
complexity  in  our  governmental  processes  tends  heavily  to  lead  to 
evasion  and  inaction  and  at  times  even  to  manipulation. 

We  also  like  the  fact  that  this  bill  does  not  contain  program 
exclusions.  Over  time,  any  set  of  exclusions,  is  going  to  lead  to 
more  exclusions.  As  new  programs  come  down  the  pike  with  a 
great  deal  of  popular  support,  it  is  going  to  be  very  tempting  to  add 
those  to  our  list  of  exclusions,  and  the  whole  system  eventually 
could  pretty  well  unravel. 

There  was  a  good  deal  of  discussion  here  this  afternoon  concern- 
ing tax  expenditures.  I  can  understand  the  concern,  which  1  think 
has  some  justification  in  the  business  community  about  the  insta- 
bility of  applying  the  tax  expenditure  sunset  provisions.  I  really 
don't  see  that  as  basically  different,  however,  from  the  same  kind 
of  instability  concern  that  I  think  State  and  local  governments 
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might  have  with  respect  to  the  direct  expenditure  program.  My 
view  is  they  should  all  be  handled,  not  through  the  exclusion 
process  which  undermines  the  whole  concept,  but  rather  through 
some  care  in  how  programs  would  be  terminated.  Some  type  of 
phase-out  provision  is  probably  desirable  probably  to  cushion  a 
sudden  precipitous  impact.  This  is  the  way  to  deal  with  the  prob- 
lem rather  than  to  give  everyone  an  exclusion  simply  because 
sunset  might  have  an  unsettling  effect  on  their  particular  areas. 

The  lack  of  an  automatic  termination  action  in  H.R.  65,  which  is 
in  H.R.  2,  of  course,  may  be  a  problem.  Mr.  Chairman,  our  ASPA 
membership  has  not  taken  a  position  with  respect  to  this  particu- 
lar issue  of  automatic  termination. 

I  would  argue  that  in  both  bills  there  needs  to  be  a  more  careful 
screening  to  weed  out  provisions  which  I  think  unnecessarily  add 
to  the  complexity  of  the  legislation.  In  H.R.  2,  I  think  the  system, 
itself,  may  tend  to  be  cumbersome  and  may  generate  quite  a  bit  of 
process  and  procedure. 

H.R.  65,  I  think,  is  much  less  so,  but  there  are  phrases,  such  as 
the  description  of  the  interprogram  relationships,  which  I  think 
need  to  be  looked  at  and  either  modified  or  the  legislative  history 
developed  so  as  to  provide  a  great  deal  of  flexibility  in  how  they 
might  be  carried  out.  Phraseology,  such  as  concise  measures  of  all 
cost  and  accomplishments,  I  regard  as  unrealistic.  There  are  few 
programs  which  we  have  concise  measures.  Often  we  have  only 
indicators.  We  ought  to  have  more  indicators;  we  ought  to  have 
more  measures,  and  I  would  welcome  this  legislation  providing 
impetus  to  move  us  in  that  direction,  both  with  respect  to  better 
program  measures  and  with  respect  to  better  cost,  but  at  the 
present  time  we  have  only  limited  capacity,  and  I  think  it  impor- 
tant that  we  not  have  legislation,  which  when  literally  applied, 
would  outstrip  our  capacity  to  perform.  Such  a  result  would  under- 
mine the  effectiveness  of  the  legislation,  and  tend  to  breed  con- 
tempt for  the  legislation. 

I  would  strongly  urge,  as  we  did  last  year,  that  these  bills, 
whatever  bill  is  passed,  require  that  program  management  be  an 
integral  and  basic  part  of  the  scope  of  evaluation  or  reporting.  And 
I  would  like  to,  if  it  is  agreeable,  add  to  my  statement  several 
comments  that  we  provided  for  the  record  last  year  in  support  of 
this  position. 

Mr.  Derrick.  Without  objection. 

[See  attachment  to  Mr.   Ink's  prepared  statement  on  p.  498.] 

Mr.  Ink.  It  seems  to  me  that  the  lack  of  attention  to  manage- 
ment in  either  preparing  for  or  passing  legislation  is  a  serious 
problem,  both  with  respect  to  the  White  House  and  with  respect  to 
Congress.  H.R.  2  does  provide  for  a  management  report.  There  are 
some  useful  components  in  it.  There  are  other  components  which  I 
think  are  likely  to  be  counterproductive,  and  in  any  event  it  does 
not  meet  what  I  am  talking  about  here  in  that  it  is  separate  and 
apart  from  the  evaluation  process.  I  am  speaking  of  integrating  the 
managerial  components  of  the  programs.  After  all,  how  can  one 
determine  the  effectiveness  of  a  program  or  how  can  one  determine 
whether  it  succeeded  or  failed,  unless  the  way  in  which  it  is  execut- 
ed and  managed  is  considered  along  with  the  objectives? 
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Unlike  some  of  my  predecessors  this  afternoon,  ASPA  applauds 
the  H.R.  2  provision  for  a  commission  on  organization  in  operation 
of  Government.  We  do  not  agree  that  the  existing  mechanisms 
come  even  close  to  achieving  what  is  contemplated  here,  such  as  a 
better  sorting  out  of  roles  of  the  various  levels  of  Government 
within  our  Federal  system. 

We  believe  that  there  is  needed  some  kind  of  mechanism  which 
is  temporary,  which  will  last  only  2  years,  in  which  both  the 
Congress  and  the  President  have  a  role,  and  with  the  resulting 
reports  coming  back  to  both  the  President  and  the  Congress  as  is 
provided  in  H.R.  2.  The  problems  are  so  basic  and  so  important 
that  neither  the  President  nor  the  Congress,  by  themselves,  in  our 
judgment,  can  do  the  job  effectively. 

Mr.  Chairman,  these  represent  some  of  the  highlights  of  our 
comments. 

[Mr.  Ink's  prepared  statement,  with  attachment,  follows:] 

Prepared  Statement  of  Dwight  A.  Ink,  Immediate  Past  President  of  the 
American  Society  for  Public  Administration 

Mr.  Chairman,  I  appreciate  this  opportunity  to  appear  here  today  to  discuss  the 
importance  of  improved  legislative  oversight  in  the  Federal  system.  The  current 
national  president  of  ASPA,  Ray  Remy,  who  is  the  deputy  mayor  of  the  city  of  Los 
Angeles,  was  unable  to  be  here  today.  Also  with  me  are  Keith  F.  Mulrooney,  ASPA 
executive  director,  and  Richard  E.  Hickman,  director  of  programs. 

ASPA,  the  American  Society  for  Public  Administration,  is  a  nationwide,  profes- 
sional association  dedicated  to  the  improvement  of  public  service  through  better 
management  of  the  Federal,  State,  and  local  levels.  ASPA  has  over  16,000  members, 
most  of  whom  are  practitioners  in  every  program  field  and  at  every  level  and 
branch  of  government.  The  remaining  members  are  affiliated  with  colleges  and 
universities  as  well  as  private  or  nonprofit  organizations  concerned  with  public 
management. 

In  April  1978,  the  ASPA  National  Council  adopted  a  policy  statement  supporting 
the  sunset  approach  to  legislative  oversight.  In  part,  that  statement  concludes  that: 

"ASPA  supports  improved  management  and  program  performance  *  *  *  includ- 
ing support  for  those  tools  which  permit  the  legislative  branch  to  carry  out  its 
program  oversight  responsibilities  more  effectively." 

The  full  text  of  our  policy  statement  is  attached  to  my  remarks. 

One  year  ago,  immediately  following  the  passage  of  proposition  13  by  the  voters  of 
California,  I  testified  before  the  Senate  Committee  on  Rules,  generally  in  support  of 
the  objectives  of  S.  2,  the  Sunset  Act  of  1978,  with  some  reservations.  The  events  of 
the  past  year,  including  the  adoption  of  tax  and  expenditure  limitations  in  several 
States,  calls  by  State  legislatures  for  a  constitutional  amendment  to  balance  the 
Federal  budget,  and  the  alarming  lack  of  confidence  in  our  Government  by  the 
citizens  of  our  Nation — all  of  these  events  have  convinced  me  of  the  need  for 
Congress  to  adopt  a  responsible  procedure  for  improving  legislative  oversight. 

When  I  became  president  of  ASPA  in  1978,  I  appointed  a  task  force  on  inter- 
governmental management,  chaired  by  our  then  president-elect  Ray  Remy.  This 
blue-ribbon  task  force  identified  as  a  top  priority  issue  the  need  to  restore  confi- 
dence in  our  Government.  Among  the  many  useful  recommendations  made  for 
improving  management  at  each  level  in  our  Federal  system  were  the  following 
recommendations  directed  to  the  legislative  branch: 

Legislatures  create  all  of  the  apparatus  of  government,  about  which  they  fre- 
quently complain.  In  addition,  legislative  review  processes  frequently  encourage 
fragmentation  of  executive  branch  responsibilities.  In  order  to  facilitate  better  per- 
formance and  accountability,  legislative  bodies  should: 

1.  Exercise  restraint  in  the  creation  of  more  Government; 

2.  Consider  the  administrative,  financial,  and  economic  consequences  of  legis- 
lative action; 

3.  Impose  a  minimum  of  rules  and  regulations,  and  make  certain  any  require- 
ments are  clear  and  easily  understood; 

4.  Develop  more  effective  legislative  techniques  to  review  existing  agencies 
and  programs,  simplify  procedures  and  regulations,  and  evaluate  performance; 
and 
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5.  Develop  more  effective  legislative  techniques  for  the  reduction  of  govern- 
mental structure,  such  as  the  elimination  or  consolidation  of  organizational 
units,  the  combination  of  like  functions  into  single  offices,  and  the  deliberate 
placement  of  administration  at  the  lowest  feasible  level  in  each  organization. 

I  believe  that  your  subcommittee's  proposed  legislation  represents  an  important 
step  toward  achieving  these  objectives.  And  I  should  point  out  that  while  ASPA  has 
not  taken  a  formal  position  in  support  of  or  in  opposition  to  either  H.R.  2  or  H.R. 
65,  we  do  support  sunset  legislation.  As  a  professional  society,  we  would  like  to  point 
out  those  provisions  in  each  bill  which  we  consider  desirable  or  undesirable,  and  the 
reasoning  behind  our  judgment. 

As  I  mentioned  earlier,  ASPA  generally  supported  H.R.  2  last  year  (the  Sunset 
Act  of  1978).  That  bill  provided  for  a  6-year  reauthorization  cycle.  Although  the  10- 
year  cycle  proposed  in  H.R.  2  may  ease  the  congressional  workload  problem,  it  may 
also  detract  from  the  impact  of  the  legislation.  A  10-year  review  cycle  may  be  so 
long  that  program  needs  and  operations  may  change  significantly  long  before  the 
review  cycle  is  completed.  I  personally  favor  the  6-year  cycle  contained  in  the 
Senate  bill. 

Title  I  of  H.R.  2  excludes  a  number  of  program  categories  from  the  sunset  process. 
While  ASPA  did  not  adopt  a  position  on  this  particular  issue,  my  personal  view  is 
that  excluding  whole  program  categories  is  a  serious  mistake.  Over  time,  pressures 
for  excluding  other  categories  is  likely  to  grow,  particularly  as  new  programs  are 
launched,  causing  the  whole  sunset  system  to  unravel. 

I  prefer  the  language  of  H.R.  65  in  this  regard,  which  (in  title  IV)  provides  for 
only  two  exclusions:  interest  on  the  public  debt,  and  benefits  to  individuals  to  which 
they  are  entitled  by  virtue  of  payments  made  to  Federal  trust  funds. 

In  discussing  the  reasons  for  and  against  the  automatic  termination  provision  of 
S.  2  last  year,  I  indicated  that  I  personally  support  automatic  termination.  However, 
our  members  are  divided  on  this  issue,  and  we  have  not  had  the  opportunity  to 
review  the  difference  in  approach  with  our  Policy  Issues  Committee.  I  would  make 
the  personal  observation  that  although  I  have  supported  the  action  forcing  mecha- 
nism of  automatic  termination,  H.R.  65  has  an  advantage  of  broader  coverage  and 
what  seems  to  be  a  simpler  law  to  administer  except  for  several  problem  areas 
mentioned  in  this  statement. 

In  regards  to  the  impact  of  automatic  termination,  the  substitute  bill  (S.  1244) 
proposed  last  year  contained  a  desirable  provision  which  should  be  incorporated  in 
the  House  version.  S.  1244  provided  for  a  phase-out  period  for  any  program  proposed 
for  termination.  ASPA  members  felt  that  this  would  provide  safeguards  against 
arbitrary  termination,  abrupt  personnel  displacement,  and  failure  to  honor  commit- 
ments. This  is  a  significant  concern  of  our  State  and  local  members.  I  urge  that 
similar  language  be  included  in  this  year's  bill. 

We  have  supported  the  concept  of  a  program  inventory.  We  feel,  however,  that 
the  more  excessive  reporting  requirements  now  contained  in  title  II  of  H.R.  65  are 
excessive.  The  catalog  of  Interrelated  Federal  Activities  in  H.R.  65  raises  several 
problems: 

First,  attempting  to  include  detailed  cost  and  accomplishment  data  in  a  program 
inventory  is  unrealistic.  In  many  cases,  our  accounting  systems  do  not  now  have  the 
capacity  to  provide  these  comparisons,  although  I  would  like  to  see  this  legislation 
provide  impetus  to  develop  this  capacity. 

Second,  descriptions  of  program  "Interrelationships"  could  produce  useless  paper, 
although  the  GAO  and  0MB  should  help  to  control  this  unintended  result. 

Third,  to  include  descriptions  of  State  and  local  and  private  sector  activities  with 
similar  or  related  objectives  would  be  very  difficult. 

We  welcome  the  requirement  in  H.R.  65  for  advance  statement  of  goals  and 
objectives  in  legislation— the  so-called  "sunrise"  provision.  We  fully  concur  with  the 
feeling  underlying  this  provision— that  neither  Congress  nor  the  executive  branch 
have  spelled  out  most  program  goals  and  objectives  with  sufficient  clarity.  This  has 
greatly  complicated  the  management  of  these  programs,  slowed  their  implementa- 
tion, and  blunted  their  effectiveness. 

However,  I  would  urge  that  section  101(1)  of  H.R.  65,  referring  to  planned  annual 
accomplishments,  be  administered  in  a  flexible  manner,  because  many  programs  do 
not  lend  themselves  to  projecting  annual  accomplishments  at  the  outset. 

In  section  101(2),  I  feel  that  any  reporting  provision  of  this  type  should  be 
integrated  with  the  appropriations  process,  so  that  two  independent  systems  for 
generating  program  information  do  not  evolve. 

We  support  the  regulatory  impact  provisions  and  requirement  for  regulatory 
reform  plans  as  contained  in  title  V  of  H.R.  2. 
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We  also  support  the  concept  of  a  2-year  Presidential  Management  Report  as 
outlined  in  title  VI  of  H.R.  2,  although  we  do  have  some  serious  reservations  about 
the  feasibility  of  ranking  every  Federal  program  as  "excellent",  "satisfactory",  or 
"unsatisfactory".  In  our  testimony  last  year  we  called  upon  Congress  to  devote  more 
attention  to  the  assessment  of  program  management,  and  particularly  to  the  remov- 
al of  some  of  the  obstacles  to  better  management. 

In  H.R.  65,  title  III  calls  for  the  President  to  include  data  on  program  accomplish- 
ments in  his  annual  budget.  Again,  to  avoid  a  paperwork  explosion,  this  should  be 
tried  on  a  pilot  basis  at  first. 

Both  H.R.  2  and  H.R.  65  provide  for  the  inclusion  of  tax  expenditures  in  the 
sunset  process.  We  support  this  and  recommended  this  provision  to  the  Senate  last 
year.  We  are  pleased  that  it  has  been  included. 

In  summary,  ASPA  would  support  passage  of  legislation  to  improve  congressional 
oversight  as  an  important  measure  to  improve  the  performance  of  Federal  pro- 
grams. In  this  brief  statement  I  have  tried  to  highlight  our  observations  concerning 
H.R.  2  and  H.R.  65. 

The  citizens  of  this  Nation  are  demanding  action  by  Congress  to  reduce  the  cost  of 
the  Federal  Government,  while,  at  the  same  time,  they  expect  you  to  make  every 
effort  to  insure  that  vital  domestic  programs  are  operated  as  effeciently  and  effec- 
tively as  possible.  A  realistic  and  workable  legislative  oversight  process  can  help. 

I  believe  that  such  a  commitment  is  an  essential  first  step  towards  restoring  the 
credibility  of  our  Government. 


Sunset— A  New  Tool  for  Improving  Legislative  Oversight 

ASPA  supports  improved  management  and  program  performance  in  all  branches 
and  among  all  levels  of  government,  including  support  for  those  tools  which  permit 
the  legislative  branch  to  carry  out  its  program  oversight  responsibilities  more 
effectively. 

Sunset  is  a  relatively  new  legislative  oversight  tool  which  typically  provides  for 
automatic  termination  of  laws,  agencies,  or  programs,  although  some  sunset  ar- 
rangements recently  adopted  or  proposed  do  not  provide  for  automatic  termination. 
In  the  latter  instances  sunset  is  more  closely  related  to  what  has  previously  been 
viewed  as  legislative  program  evaluation.  A  significant  aspect  of  this  approach  is  a 
schedule  for  public  review  of  laws,  agencies,  and  programs  grouped  together  in 
functionally  related  clusters,  with  priorities  for  review  established  by  the  legislative 
body. 

ASPA  supports  the  sunset  approach  as  a  relatively  new  and  untested  tool  to 
strengthen  legislative  oversight.  However,  more  experience  is  needed  in  the  States 
to  determine  which  approaches  will  be  most  successful.  At  this  time  it  appears  that 
scheduling  sunset  review  activities  by  grouping  laws,  agencies,  and  programs  into 
functionally  related  clusters  is  one  of  the  most  promising  aspects  of  sunset.  ASPA 
believes  that  the  costs  and  benefits  of  automatic  termination  (some  of  which  are 
addressed  in  the  following  discussion)  should  be  carefully  weighed  by  legislative 
bodies  considering  the  sunset  approach. 

discussion 

The  American  Society  for  Public  Administration  (ASPA)  is  committed  to  improv- 
ing the  quality  of  program  management  and  the  effectiveness  of  program  perform- 
ance within  all  branches  and  among  all  levels  of  government.  Included  in  this 
commitment  is  support  for  effective  legislative  oversight  of  programs  administered 
by  the  executive  branch.  Historically,  the  legislative  oversight  function  has  received 
low  priority. 

ASPA  believes  that  current  governance  practices  and  procedures  demand  im- 
proved legislative  oversight.  Within  this  context,  ASPA  members  and  experts  in  the 
field  have  examined  sunset  as  a  new  approach  to  legislative  oversight.  Existing 
approaches  include  program  review  and  evaluation,  requirements  for  reauthoriza- 
tion of  programs,  and  the  appropriations  process.  In  general,  these  approaches  have 
only  been  partially  successful  in  providing  legislative  oversight  of  the  expanding 
range  of  laws,  agencies,  and  programs  in  the  public  sector. 

At  least  24  State  legislatures  have  adopted  sunset  laws,  and  several  others  have 
adopted  study  resolutions.  Sunset  usually  requires  legislative  bodies  to  review  and 
evaluate  programs  and  agencies  within  a  stated  period  of  time,  if  in  these  cases,  the 
review  and  evaluation  process  is  not  carried  out  (or  if  the  review  produces  findings 
of  ineffective  programs)  those  programs  would  terminate.  For  this  reason  sunset  has 
been  called  an  "action  forcing  mechanism." 


499 

A  sunset  law  may  include  all  government  programs  or  it  may  be  limited  to  groups 
of  functionally  related  programs  such  as  education  programs  or  regulatory  agencies. 
In  either  case,  under  most  existing  sunset  arrangements  those  programs  included 
within  the  law  would  terminate  after  the  number  of  years  specified. 

Automatic  Termination. — The  key  issue  in  the  debate  over  sunset  legislation  as  a 
desirable  mechanism  is  the  desirability  of  automatic  termination  of  a  range  of 
programs  or  agencies  in  the  absence  of  explicit  reauthorization.  Advocates  of  auto- 
matic termination  argue: 

The  threat  of  automatic  termination  will  force  legislators  to  take  action  in  seri- 
ously reviewing  and  evaluating  those  programs  and  agencies  scheduled  for  termina- 
tion. 

Experience  with  reauthorization  of  programs  and  agencies  by  Congress  and  with 
automatic  termination  of  certain  clusters  of  programs  and  agencies  in  some  States 
has  proven  that  the  sunset  approach  is  feasible. 

Statutory  requirements  for  termination  (and  hence  for  reauthorization  if  desir- 
able) will  insure  more  orderly  legislative  procedures. 

On  the  other  hand,  opponents  of  automatic  termination  believe  that: 

The  threat  of  automatic  termination  will  obstruct,  rather  than  order,  the  legisla- 
tive process.  For  example,  consideration  of  reauthorization  requires  substantial  time 
on  the  part  of  legislators.  It  may  be  unrealistic  to  assume  that  time  will  automati- 
cally be  available  for  adequate  assessment  of  those  programs  or  agencies  scheduled 
for  termination.  As  a  result,  reauthorization  may  become  perfunctory,  thereby 
thwarting  the  basic  purpose  of  sunset.  In  addition,  when  sunset  reviews  are  sched- 
uled it  is  possible  that  programs  most  in  need  of  legislative  scrutiny  would  have  to 
share  time  with  programs  of  less  concern. 

Budgeting  will  become  more  difficult.  Especially  hard  hit  will  be  program  clients 
such  as  recipients  of  grants-in-aid  or  other  kinds  of  support. 

Recruiting  will  become  more  difficult.  Agencies  subject  to  automatic  termination 
are  likely  to  have  significant  difficulty  in  attracting  and  retaining  good  personnel. 

Findings.— State  experience  with  sunset  and  its  examination  by  citizen  groups 
have  produced  some  preliminary  findings  concerning  its  application.  Some  of  these 
findings  may  be  used  as  guidelines  for  adoption  of  this  approach  as  a  legislative 
oversight  tool. 

(1)  Program  review — including  evaluation — is  an  integral  part  of  the  sunset  ap- 
proach. Since  the  executive  branch  also  carries  out  program  reviews  and  evalua- 
tions, its  activities  in  this  regard  should  be  considered  by  the  legislative  branch. 
This  helps  to  provide  a  balanced  perspective,  comprehensive  information,  and  clear 
definitions  of  program  issues. 

(2)  Scheduling  of  sunset  activities  must  take  into  account  the  resources  available 
to  the  legislature — including  time,  information,  and  staff  capabilities. 

(3)  Scheduling  of  sunset  activities  by  clustering  laws,  agencies,  and  programs 
under  a  unifying  classification  system  appears  to  be  more  effective  than  mandatory 
and  simultaneous  review  of  all  laws,  agencies,  and  programs  on  a  recurring  basis. 

(4)  Public  participation  in  program  reviews  is  essential. 

(5)  Safeguards  are  needed  to  prevent  arbitrary  terminations,  to  provide  for  person- 
nel displacement,  and  to  honor  legal  and  program  obligations. 

(6)  For  Federal  and  State  laws  and  programs  which  rely  on  other  levels  of 
government  for  implementation,  care  is  needed  to  insure  that  sunset  provisions  do 
not  unnecessarily  threaten  program  stability.  In  these  cases  in  particular,  considera- 
tion should  be  given  to  other  types  of  legislative  oversight. 

In  general,  State  experience  indicates  that  comprehensive  program  coverage 
under  sunset  is  less  effective  than  selective  review  of  functionally  related  groups  of 
laws,  agencies,  or  programs.  Clustering  provides  the  opportunity  for  public  examina- 
tion of  related  programs  with  high  visibility  and  in-depth  evaluation.  Clustering  also 
disciplines  the  legislative  process  through  an  intensive  focus  on  high  priority  issues 
areas  at  scheduled  times.  It  respects,  to  a  greater  extent,  the  structure  and  process- 
es of  legislative  institutions. 

IMPLEMENTATION 

That  this  position  statement  be  adopted  by  the  National  Council  and  transmitted 
to  the  Executive  Office  of  the  President,  appropriate  congressional  committees, 
public  interest  groups  representing  State  and  local  governments,  and  citizen  groups 
concerned  with  sunset.  Furthermore,  that  the  Policy  Issues  Committee  prepare 
testimony,  consistent  with  this  statement,  on  Federal  sunset  legislation  new  under 
consideration,  to  be  approved  by  the  Executive  Committee  where  possible. 
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Furthermore,  and  equally  important,  that  this  statement  be  transmitted  to  ASPA 
chapter  and  section  leaders,  with  the  understanding  that  Chapters  of  ASPA  may 
wish  to  prepare  positions  on  sunset  in  thier  own  States  and  localities. 

Mr.  Derrick.  Thank  you  very  much. 

You  stated  that  citizens  are  demanding  action  by  the  Congress  to 
reduce  the  cost  of  Government,  and  expect  Congress  to  assure  that 
vital  domestic  programs  are  operated  as  effectively  and  efficiently 
as  possible. 

Do  you  foresee  any  vital  domestic  programs  that  may  be  adverse- 
ly impacted  by  sunset  legislation? 

Mr.  Ink.  I  think  it  is  possible,  but  very  unlikely.  I  think  it  is  very 
unlikely  because  I  believe  most  of  those  programs,  which  a  large 
portion  of  our  society  regard  as  vital,  are  going  to  have  enough 
support  to  sustain  them.  I  also  have  confidence  that  the  Members 
of  Congress  are  not  going  to  take  that  kind  of  action.  I  think  a 
number  of  programs  will  be  changed  and  I  think  a  number  of  them 
will  be  improved  through  the  process,  but  few  killed. 

There  was  concern  about  civil  rights.  This  is  an  understandable 
concern.  I  would  agree  with  the  statement  today  that  it  was  ex- 
tremely difficult  politically  to  enact  civil  rights  legislation.  I  would 
argue,  however,  that  the  situation  now  is  different  and  that  there 
is  a  great  deal  of  political  support  for  civil  rights  legislation.  I  am 
not  concerned  that  vital  civil  rights  or  human  rights  legislation  is 
going  to  be  singled  out  and  jeopardized  by  sunset  legislation. 

Mr.  Derrick.  In  your  statement  you  indicate  that  you  personally 
view  exclusion  of  the  whole  program  categories  from  the  sunset 
process  as  a  serious  mistake.  Are  there  any  programs  you  feel 
could  or  should  be  excluded  from  the  sunset  process? 

Mr.   Ink.   No;   I  would  not  exempt  any  substantive  programs. 

Mr.  Derrick.  Would  you  provide  examples  of  programs  that  do 
not  lend  themselves  to  projections  of  annual  accomplishments  as 
set  out  in  H.R.  65? 

Mr.  Ink.  I  think  there  are  very  few  programs  which  lend  them- 
selves in  advance  to  annual  estimates  of  accomplishments.  I  think 
there  are  some  milestones  which  can  be  developed  in  the  case  of 
many  programs,  but  a  year-by-year  annual  accomplishment,  I 
think,  is  unrealistic  in  most  programs. 

However,  I  would  not  go  so  far  as  to  say  we  should  eliminate 
having  to  come  forward  at  the  time  of  authorization  with  some 
estimates  of  program  accomplishments.  It  is  just,  I  think,  this 
particular  language  requires  too  specific  a  year-by-year  kind  of 
approach  if  literally  interpreted. 

Mr.  Derrick.  You  see  no  problem  with  trying  to  make  projec- 
tions over  the  life  of  the  legislation? 

Mr.  Ink.  No;  however,  I  think  what  projections  are  useful  and 
what  are  realistic  will  vary  considerably  from  one  program  to 
another.  I  think  in  the  case  of  a  highway  program,  one  can  come 
fairly  close  to  making  these  kinds  of  advance  estimates.  But  when 
you  are  dealing  with,  say,  civil  rights  programs,  I  think  it  is  very 
difficult  to  make  a  year-by-year  kind  of  projection  before  the  pro- 
gram is  enacted. 

Mr.  Derrick.  We  thank  you  for  your  excellent  testimony.  Sorry 
you  had  to  wait  so  long. 

Mr.  Ink.  Thank  you. 
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Mr.  Derrick.  We  will  now  hear  from  the  Chamber  of  Commerce 
of  the  United  States,  and  their  testimony  will  be  presented  by 
Roscoe  L.  Egger. 

Mr.  Egger,  we  appreciate  your  patience  very  much.  You  have 
been  sitting  back  there  as  long  as  I  have  been  sitting  up  here,  and  I 
appreciate  it,  and  we  thank  you  very  much. 

STATEMENT  OF  ROSCOE  L.  EGGER,  JR.,  PARTNER  IN  CHARGE 
OF  OFFICE  OF  GOVERNMENT  SERVICES,  PRICE  WATER- 
HOUSE  &  CO.,  AND  MEMBER,  BOARD  OF  DIRECTORS,  CHAM- 
BER OF  COMMERCE  OF  THE  UNITED  STATES,  ACCOMPANIED 
BY  CHRISTINE  L.  VAUGHN,  DIRECTOR,  TAX  POLICY  CENTER, 
AND  MARK  SCHULTZ,  REGULATORY  AFFAIRS  ATTORNEY,  U.S. 
CHAMBER  OF  COMMERCE 

Mr.  Egger.  Mr.  Chairman,  we  appreciate  your  patience  as  well. 

Let  me  say  that  if  it  is  acceptable,  we  would  like  to  offer  our  full 
statement  for  the  record  and  then  let  me  summarize  it  here  as 
briefly  as  possible. 

Mr.  Derrick.  Without  objection,  the  entire  statement  will  be 
included  in  the  record. 

Mr.  Egger.  I  am  Roscoe  Egger,  partner  in  charge  of  the  Office  of 
Government  Services  of  Price  Waterhouse  and  Co.  I  have  served 
for  the  past  6  years  as  a  member  of  the  Board  of  Directors,  as 
chairman  of  the  Government  and  Regulatory  Affairs  Committee, 
and  as  a  member  of  the  Taxation  Committee  of  the  Chamber  of 
Commerce  of  the  United  States,  on  whose  behalf  I  am  appearing 
today.  With  me  is  Christine  L.  Vaughn,  director  of  the  chamber's 
tax  policy  center,  and  Mark  Schultz,  regulatory  affairs  attorney  for 
the  chamber. 

On  behalf  of  the  national  chamber's  84,400  business  and  trade 
association  members,  we  appreciate  this  opportunity  to  present  our 
views  on  the  sunset  concept  contained  in  H.R.  2,  and  on  H.R.  65, 
and  to  discuss  the  problems  of  including  so-called  tax  expenditures 
within  this  legislation. 

The  Chamber  of  Commerce  of  the  United  States  strongly  sup- 
ports the  sunset  concept,  which  would  require  an  ongoing  review  of 
the  necessity  for,  and  effectiveness  of,  agencies  and  agency  pro- 
grams, including  termination  of  useless,  obsolete  or  duplicative 
programs  or  agencies. 

However,  the  national  chamber  opposes  that  feature  of  any 
sunset  legislation  where  such  legislation  would  provide  for  the 
termination  of  so-called  tax  expenditure  items.  Extending  the 
sunset  concept  to  include  tax  expenditures  would,  in  our  opinion, 
be  an  improper  way  to  make  changes  in  the  tax  laws.  A  revenue 
measure  such  as  an  income  tax  differs  inherently  from  a  direct 
Federal  expenditure,  and  this  fundamental  difference  requires  ex- 
clusion of  tax  measures  from  the  sunset  process.  The  national 
chamber  believes  that  there  should  be  continuing  and  thorough 
consideration  of  the  entire  Federal  tax  system,  but  that  this  can 
best  be  accomplished  through  existing  legislative  procedures. 

While  the  chamber  agrees  with  the  underlying  concept  of  H.R.  2 
for  direct  spending  programs,  our  analysis  suggests  several  respects 
in  which  the  proposed  legislation  could  be  improved. 

First,  coverage  of  the  tax  expenditures  should  be  deleted. 
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Second,  the  legislation  should  provide  more  flexibility  for  the 
President  to  designate  the  programs  which  would  be  studied  every 
2  years,  and  the  order  in  which  they  would  be  considered. 

Third,  the  regulatory  impact  studies  required  under  title  V  of 
H.R.  2  should  be  modified  along  the  lines  of  H.R.  2364,  the  Regula- 
tory Reform  Act  of  1979,  legislation  currently  pending  before  the 
subcommittee. 

The  national  chamber  opposes  sunset  for  tax  expenditures  for 
the  following  reasons:  (1)  a  tax  expenditure  is  not  equivalent  to  a 
direct  spending  program;  (2)  sunset  for  tax  expenditures  would 
yield  the  opposite  result  from  sunset  for  direct  spending;  (3)  expira- 
tion dates  for  tax  provisions  would  cause  greater  uncertainty  than 
would  the  possibility  that  direct  spending  not  be  reauthorized;  and 
(4)  Congress  already  subjects  tax  provisions  to  regular  review  and 
amendment. 

The  national  chamber  previously  has  taken  no  formal  position  on 
the  sunrise  concept.  However,  existing  policy  recognizes  the  impor- 
tance and  need  for  Congress  to  draft  legislation  clearly,  so  to  avoid 
any  confusion  by  agencies  as  to  congressional  intent. 

However,  assuming  enactment  of  H.R.  65,  this  would  not,  in  our 
opinion,  obviate  the  need  for  sunset  legislation,  as  contemplated 
under  H.R.  2.  While  there  may  be  need  to  identify  objectives  more 
clearly  at  the  front  end,  there  is  most  definitely  a  need  to  evaluate 
and  assess  the  effectiveness  of  programs  and  their  accomplish- 
ments at  the  back  end  to  insure  they  are  being  administered  prop- 
erly and  efficiently  and  that  they  are  accomplishing  the  intended 
goals. 

We  would  like  to  make  two  comments  regarding  H.R.  65.  While 
not  minimizing  the  importance  of  building  in  criteria  by  which  to 
judge  programs  periodically,  the  omission  in  H.R.  65  of  an  action 
forcing  mechanism  would  seem  to  be  a  major  weakness  of  the  bill. 

A  second  weakness  of  H.R.  65  is  that  it  fails  to  cover  the  so-called 
fixed  budget  obligations  or  permanent  authorizations — programs 
that  continue  to  grow  every  year  without  new  legislative  action, 
and  which  account  for  approximately  two-thirds  of  budget  growth. 
H.R.  2,  on  the  other  hand,  would  apply  to  most  direct  spending 
programs — permanent  and  short-term — with  some  notable  excep- 
tions. As  we  see  it,  H.R.  2  provides  not  only  a  more  comprehensive, 
but  a  more  effective  approach  to  congressional  oversight. 

The  national  chamber  continues  to  seek  more  effective  and  effi- 
cient Government  and  the  elimination  of  unnecessary,  wasteful, 
and  inflationary  Government  spending.  We  support  the  sunset  con- 
cept underlying  H.R.  2.  This  legislation  can  help  to  accomplish  the 
kind  of  congressional  oversight  that  is  so  urgently  needed.  How- 
ever, extending  the  sunset  concept  to  include  tax  expenditures 
would  be  an  improper  way  to  effect  changes  in  the  tax  laws. 

We  strongly  urge  that  this  subcommittee  delete  the  provisions 
relating  to  tax  expenditures  from  H.R.  2. 

With  this  and  the  other  modifications  we  have  suggested,  we 
believe  this  legislation  would  make  the  sunset  principle  a  workable 
idea. 

That,  Mr.  Chairman,  is  the  end  of  our  formal  summary. 

[Testimony  resumes  on  p.  517.] 

[Statement  of  the  U.S.  Chamber  of  Commerce,  by  Roscoe  L. 
Egger,  Jr.,  follows:] 
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Statement  of  the 

CHAMBER  OF  COMMERCE  OF  THE 

UNITED  STATES  OF  AMERICA 
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STATEMENT 

on 

SUNSET  LEGISLATION  AND  "TAX  EXPENDITURES" 

before  the 

SUBCOMMITTEE  ON  THE  LEGISLATIVE  PROCESS 

of  the 

HOUSE  COMMITTEE  ON  RULES 

for  the 

CHAMBER  OF  COMMERCE  OF  THE  UNITED  STATES 

by 

Roscoe  L.  Egger,  Jr. 

June  6,  1979 

I  am  Roscoe  L.  Egger,  Jr.,  Partner  in  charge  of  the  Office  of 
Government  Services  of  Price  Waterhouse  &  Company.   I  have  served  for  the 
past  six  years  as  a  member  of  the  Board  of  Directors,  as  Chairman  of  the 
Government  and  Regulatory  Affairs  Committee,  and  as  a  member  of  the 
Taxation  Committee  of  the  Chamber  of  Commerce  of  the  United  States,  on 
whose  behalf  I  am  appearing  today.   I  am  accompanied  by  Christine  L.  Vaughn, 
Director  of  the  Chamber's  Tax  Policy  Center,  and  Mark  Schultz,  Regulatory 
Affairs  Attorney  for  the  Chamber. 

On  behalf  of  the  National  Chamber's  84,400  business  and  trade 
association  members,  we  appreciate  this  opportunity  to  present  our  views  on 
the  "sunset"  concept  contained  In  H.R.  2,  and  on  H.R.  65,  and  to  discuss  the 
problems  of  including  so-called  "tax  expenditures"  within  this  legislation. 

The  Chamber  of  Commerce  of  the  United  States  is  the  world's  largest 
business  federation,  comprised  of  more  than  80,000  business  firms,  2,600 
chambers  of  commerce  in  the  United  States  and  abroad,  and  1,200  trade  and 
professional  associations.   Small  business  is  heavily  represented  in  our 
membership.   In  fact,  approximately  80  percent  of  our  business  members  have 
fewer  than  100  employees. 

In  view  of  these  figures.  It  Is  fair  to  say  that  the  National  Chamber 
represents  the  interests  of  American  business,  large  and  small.  Accordingly, 
the  National  Chamber  has  a  vital  stake  in  seeking  to  improve  congressional 
oversight  of  federal  programs  and  activities  to  help  ensure  effective,  efficient 
government,  while  reaucing  unnecessary  and  wasteful  government  spending. 
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CHAMBER  POSITION 

The  Chamber  of  Conmerce  of  the  United  States  strongly  supports  the 
"sunset"  concept,  which  would  require  an  ongoing  review  of  the  necessity  for, 
and  effectiveness  of,  agencies  and  agency  programs,  including  termination  of 
useless,  obsolete  or  duplicative  programs  or  agencies. 

However,  the  National  Chamber  opposes  "sunset"  legislation  where 
such  legislation  provides  for  the  termination  of  so-called  "tax  expenditure" 
items.   Extending  the  sunset  concept  to  include  "tax  expenditures"  would  be 
an  Improper  way  to  make  changes  in  the  tax  laws.   A  revenue  measure  such  as 
an  income  tax  differs  Inherently  from  a  direct  federal  expenditure,  and  this 
fundamental  difference  requires  exclusion  of  tax  measures  from  the  sunset 
process.  Clearly,  there  should  be  continuing  and  thorough  consideration  of  the 
entire  Federal  tax  system,  but  that  this  can  best  be  accomplished  through  existing 
legislative  procedures . 

While  the  Chamber  agrees  with  the  underlying  concept  of  H.R.  2 
for  direct  spending  programs,  our  analysis  suggests  several  ways  to  improve  the 
proposed  legislation: 

•  Reference  to  "tax  expenditures"  should  be  deleted. 

•  More  flexibility  for  the  President  to  designate  the  programs  to  be 
studied  every  two  years  should  be  allowed. 

•  The  regulatory  impact  studies  required  under  Title  V  of  H.R.  2  should 
be  modified  along  the  lines  of  H.R.  2364,  the  Regulatory  Reform  Act  of 
1979,  legislation  that  is  pending  before  this  Subcommittee. 
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THE  "SUNSET"  CONCEPT 

The  National  Chamber  recognizes  the  significance  of  legislation  such  as 
H.R.  2,  the  Sunset  Act  of  1979,  and  strongly  supports  the  principle  of  a  sunset 
law  for  federal  programs,  activities  and  policies. 

H.R.  2  would  require  Congressional  authorization  of  new  budget  authority 
for  government  programs  at  least  once  every  ten  years,  and  would  provide  for 
extensive  review  and  evaluation  of  existing  programs  by  Congress  on  the  same 
time  schedule.   After  the  review  cycle,  should  Congress  decide  that  the  programs 
do  not  merit  continuation  or  "reauthorization",  they  would  terminate.  Hence,  the 
term  "sunset". 

The  mood  of  the  country  with  respect  to  the  government's  role  has  changed 
in  recent  years.  An  increasingly  cynical  and  frustrated  public  is  becoming 
more  vocal  about  the  role  of  government  in  society.   This  new  public  attitude  has 
affected  all  levels  of  our  government.  As  a  candidate,  Jimmy  Carter  ran  against 
the  Washington  establishment.   The  Congress  has  become  more  conservative.  And, 
current  events  cause  the  public  debate  to  escalate. 

For  example,  a  few  months  ago,  in  a  little  publicized  address  to  the 
faculty  and  students  of  the  University  of  Kansas,  Attorney  General  Griffin  Bell 
offered  a  grim  perspective  of  the  state  of  our  nation  today.   The  Attorney  General's 
premise  for  the  speech  was,  "that  if  the  republic  is  to  remain  viable,  we  must 
find  ways  to  curb,  and  then  to  reduce,  this  government  by  bureaucracy.  We  must 
return  to  government  by  directly  accountable  officials  —  local,  state  and  federal." 
We  could  not  agree  more! 

The  public  is  no  longer  interested  in  having  government  try  to  solve 
every  problem  by  establishing  a  new  program  or  government  agency;  witness  the 
defeat  of  the  consumer  protection  agency  last  Congress.   Indeed,  the  public  now 
recognizes  that  the  government  is  not  capable  of  doing  so.   Public  opinion  poll 
after  public  opinion  poll  reflect  a  growing  disenchantment  with  big  government, 
higher  taxes,  red  tape,  and  bureaucratic  gobbledygook.   In  sum,  the  American 
people  are  weary  of  governmental  interference  in  their  daily  affairs. 

This  deepening  public  resentment  of,  frustration  with,  and  rage  toward 
the  excesses  and  inefficiencies  of  bureaucracy  and  big  government  were  never 
more  dramatically  demonstrated  than  by  the  passage  of  Proposition  13  last  year. 
As  we  see  it,  one  of  the  messages  of  Proposition  13  was  the  need  for  greater 
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govemment  efficiency  and  accountability.   Simply  stated,  taxpayers  are  looking 
for  a  "bigger  bang  for  their  bucks." 

Citizens  have  the  right  to  expect  more  accountability  for  existing 
programs  and  policies,  and  a  rapid  improvement  in  how  these  programs  and  policies 
are  administered  by  the  federal  government.  We  have  witnessed  all  too  many 
"sunrises"  over  the  past  few  years  —  creation  of  many  new  programs  and  policies  — 
but  all  too  few  "sunsets"  —  modifications,  consolidations,  slow-downs,  and 
terminations  of  government  programs  and  activities.   The  future  of  our  country 
and  economy  is  endangered  by  continuing  federal  programs  and  activities  without 
a  thorough  and  periodic  review  and  termination  of  outmoded  or  ineffective 
programs . 

Although  many  proposals  have  been  introduced  by  Congress  and  by  the 
Carter  Administration  to  reform  the  regulatory  process  and  to  curb  excessive 
growth  of  government,  we  constantly  are  confronted  with  disturbing  data 
indicating  that  federal  agencies  are  growing  in  terms  of  budget,  staffs, 
programs,  and  regulations,  not  shrinking. 

Congressional  Research  Service  recently  did  a  study  on  the  growth  of 
government.   It  found  that  budgetary  figures  for  those  agencies  with  predominantly 
regulatory  functions  or  with  important  regulatory  functions  have  tripled 
since  1970,  and  in  some  cases  have  increased  by  as  much  as  7  to  13  times  in  the 
past  eight  years.  One  agency  cited  was  the  Consumer  Product  Safety  Commission, 
whose  budget  went  from  $1  million  in  1973  to  $40  million  in  1978  —  an  increase 
of  40  times  over  a  period  of  six  years. 

In  a  recent  study,  the  Center  for  the  Study  of  American  Business  noted 
that  the  budgeted  expenditures  for  the  fifty-six  agencies  having  major 
regulatory  functions  had  increased  from  $1.2  billion  in  1971  to  an  estimated 
$6.0  billion  in  1980  —  a  500  percent  increase  over  the  decade. 

Judging  from  these  statistics  and  existing  negative  public  attitudes 
toward  big  government,  it  is  time  for  strong  measures  to  be  taken  to  improve 
Congressional  evaluation  and  review  of  existing  federal  programs  and  policies. 

As  we  see  it,  H.R.  2  —  with  its  periodic  scheduling  and  action-forcing 
mechanism  —  provides  a  necessary  framework  for  examining  the  programs  and  policies 
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of  federal  agencies  and  for  improving  the  way  those  programs  and  policies  are 
administered. 

However,  our  support  for  the  "sunset"  concept  is  based  on  our  realistic 
expectation  that  it  may  not  result  in  the  elimination  of  very  many  existing 
programs,  but  instead  could  result  in  their  modification.   It  is  this  type  of 
change  that  will  lead  eventually  to  a  shift  of  resources  toward  more  effective 
uses  than  at  the  present . 

In  addition,  we  realize  that  the  achievement  of  meaningful  government 
reform  closely  relates  to  the  other  major  goals  of  the  Aministration  —  government 
reorganization,  zero-base  budgeting,  and  the  anti-inflation  program.   To  a  large 
extent,  success  in  improving  the  existing  programs,  activities,  or  policies  will 
depend  on  the  success  achieved  in  these  other  areas. 

We  see  the  "sunset"  concept  for  federal  spending  as  a  giant  step  in  the 
right  direction  to  ensuring  better  congressional  oversight  and  greater  accountability 
by  those  responsible  for  administering  public  policies  and  programs.   Adoption  of 
such  a  measure  will  serve  as  a  prelude  to  the  eventual  reduction  of  unnecessary 
or  unwise  government  expenditures. 

SUNSET  AND  "TAX  EXPENDITURES" 

The  National  Chamber  opposes  sunset  for  "tax  expenditures"  for  the 
following  reasons:  (1)  a  "tax  expenditure"  is  not  equivalent  to  a  direct  spending 
program;  (2)  sunset  for  "tax  expenditures"  would  yield  the  opposite  result  from 
sunset  for  direct  spending;  (3)  expiration  dates  for  tax  provisions  would  cause 
greater  uncertainty  than  would  the  possibility  that  direct  spending  not  be 
reauthorized;  and  (4)  Congress  already  subjects  tax  provisions  to  regular  review 
and  amendment. 

Title  VII  of  H.R.  2  would  require  the  Ninety-sixth  Congress  to  enact 
a  schedule  of  five  "first  reauthorization  dates"  for  all  "tax  expenditure" 
provisions  in  a  "tax  inventory".   The  reauthorization  date  for  the  first  group 
of  provisions  would  be  September  30,  1982,  with  the  next  date  following  it  by 
two  years,  so  that  the  review  cycle  would  extend  over  a  two-year  period.   Each 
tax  provision  listed  in  the  first  group  would  expire  on  January  1,  1983,  unless 
separately  and  specifically  reauthorized  by  an  act  of  Congress. 


509 


-6- 


The  first  "tax  inventory"  would  be  prepared  by  the  Director  of  the 
Congressional  Budget  Office  by  July  1,  1980,  in  consultation  with  the  Joint 
Committee  on  Taxation.   The  list  would  then  be  submitted  to  the  Committee  on 
Ways  and  Means  and  the  Committee  on  Finance  with  a  report  containing  for  each 
item  the  statutory  or  regulatory  provision  on  which  it  is  based,  its  purpose, 
the  length  of  time  it  has  been  in  effect,  the  revenue  loss  for  the  4  prior  fiscal 
years,  an  analysis  of  its  distributional  impact,  and  its  budget  category. 

The  tax  writing  committees  would  be  required  to  review  the  tax  inventory 
and  suggest  proposed  revisions.  After  considering  this  advice,  the  Director, 
in  consultation  with  the  Joint  Tax  Committee,  would  report  a  revised  tax  inventory 
to  the  House  and  Senate  by  December  1,  1980.   The  Director  would  revise  the  list 
after  each  session  of  Congress. 

H.R.  65,  on  the  other  hand,  would  prohibit  the  enactment  of  any  "new 
or  increased  tax  expenditures"  for  a  time  period  exceeding  five  years.   This 
bill  also  would  make  out  of  order  any  bill  or  resolution  which  directly  or 
indirectly  provides  for  new  or  increased  "tax  expenditures"  unless  the  legislation 
Includes  a  statement  of  its  objectives  and  planned  annual  accomplishments,  and  a 
requirement  that  the  agency  administering  the  provision  make  annual  reports  to 
Congress  of  the  provision's  costs  and  accomplishments.   Title  II  of  H.R.  65 
sets  out  the  items  which  must  be  included  in  the  report  accompanying  any  such 
legislation. 

Reference  to  "tax  expenditures"  in  both  H.R.  2  and  H.R.  65  should  be 
deleted,  for  the  reasons  discussed  below. 

1.  A  "tax  expenditure"  is  not  equivalent  to  a  direct  spending  program. 
Unlike  direct  expenditures,  which  are  clearly  defined  in  the  authorization  and 
appropriations  process,  "tax  expenditures"  are  subject  to  great  variation  in 
definition,  even  among  proponents  of  the  concept.  The  staff  of  the  Joint 
Committee  on  Taxation  made  this  point  well  in  1975: 

Widely  different  points  of  view  exist  about  the  tax  expenditure 
concept.   They  range  from  views  that  merely  list  a  series  of  tax 
provisions  that  are  alternatives  to  direct  expenditures  and  loan 
programs  to  those  which  view  as  tax  expenditures  any  departure  from 
a  definition  of  a  comprehensive  tax  base  or  departure  from  a 
definition  of  net  income  that  only  permits  deduction  of  the  business 
costs  of  earning  net  income.  Alternatively,  a  concept  of  normal 
tax  structure  also  has  been  mentioned  as  an  appropriate  base  for 
determining  tax  expenditures. 
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The  term  "tax  expenditure"  is  defined  In  H.R.  2  to  mean  "any  provision 
of  Federal  Law  which  allows  a  special  exclusion,  exemption,  or  deduction  In 
determining  liability  for  any  tax  or  which  provides  a  special  credit  against 
any  tax,  a  preferential  rate  of  tax,  or  a  deferral  of  tax  liability,"  This 
definition  is  so  broad  it  even  encompasses  graduated  personal  Income  tax  rates, 
and  scores  of  other  provisions  which  have  no  counterpart  in  direct  spending 
programs. 

Proponents  argue  that  "tax  expenditures"  are  functionally  equivalent  to 
direct  expenditures  in  that  money  lost  through  both  Is  not  available  for  other 
government  programs.   But  to  suggest  that  tax  provisions  are  functionally 
equivalent  to  direct  spending  programs  and  that  therefore  tax  revenue  not 
collected  is  the  same  as  tax  revenue  spent ,  Is  absurd .   It  implies  that  the 
government  has  a  right  to  all  the  income  of  its  taxpayers,  and  that  what  the 
government  chooses  not  to  collect  is  a  federal  subsidy  or  gift  to  the  taxpayer. 

2.   Sunset  for  "tax  expenditures"  would  yield  the  opposite  result  from 
sunset  for  direct  spending.   Extending  the  "sunset"  process  to  "tax  expenditures" 
cleverly  perverts  the  major  principle  underlying  "sunset".  That  is,  voters  favor 
"sunset"  as  a  way  to  reduce  federal  spending.  Automatic  termination  of  various 
tax  deductions  or  credits,  however,  would  result  in  automatic  tax  increases  for 
many  taxpayers,  and  is  likely  to  alter  the  distribution  of  the  tax  burden  among 
classes  of  taxpayers.   The  amount  of  these  increases  would  vary  from  year  to  year, 
and  from  taxpayer  to  taxpayer.   There  is  absolutely  no  guarantee  that  Congress 
would  move  to  offset  such  tax  increases  by  corresponding  reductions  in  tax  rates. 

Tax  provisions  do  not  lend  themselves  to  automatic  expiration  in  the  same 
manner  that  budget  outlays  would.   The  conventional  budget  outlay  begins  first 
with  Congressional  enactment  of  authorizing  legislation  and  appropriation. 
Specific  beneficiaries  of  such  programs  are  set  out  in  the  legislation,  and  repeal 
or  revision  is  relatively  simple  to  implement. 

The  repeal  of  tax  provisions,  on  the  other  hand,  requires  intense  and 
extended  Congressional  scrutiny  in  order  to  avoid  unintended  economic  effects. 
Identifying  the  taxpayers  who  would  be  directly  affected  by  the  repeal  of  specific 
tax  provisions  can  be  difficult  or  impossible.   It  is  for  this  reason  that 
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Congressional  consideration  of  changes  in  the  tax  laws  generally  begins  with 
extensive  public  hearings. 

Repeal  or  amendment  of  isolated  provisions  of  the  Internal  Revenue 
Code  will  not  work.  Virtually  no  section  stands  alone,  since  the  Code  must 
deal  with  the  wide  range  of  interconnected  economic  activity  subject  to 
taxation.   The  multitude  of  taxable  events  and  diverse  groups  of  taxpayers  it 
■covers  support  the  need  for  a  comprehensive  review  rather  than  a  piecemeal 
approach  restricted  to  a  limited  and  controversial  list  of  items. 

3.  Expiration  dates  for  tax  provisions  would  cause  greater  uncertainty 
than  would  the  possibility  that  direct  spending  not  be  reauthorized.   The 
scheduled  expiration  of  a  list  of  so-called  "tax  expenditures"  every  two  years 
would  cause  far  greater  uncertainty  throughout  the  business  community  than 
would  the  possibility  that  direct  spending  programs  would  not  be  reauthorized. 
The  value  of  expiration  as  an  "action  forcing  mechanism"  does  not  outweigh  the 
incalculable  cost  of  introducing  substantial  uncertainty  into  the  decision-making 
process  of  the  private  sector. 

Tax  provisions  signficantly  affect  business  and  individual  investment 
decisions.   The  approach  of  a  termination  date  could  cause  serious  disruption  in 
the  economy.   The  experience  with  the  off-again,  on-again  nature  of  the  investment 
tax  credit  since  its  initial  adoption  in  1962  provides  a  good  illustration. 
Congress  felt  that  taxpayer  uncertainty  over  whether  this  provision  would  be 
reenacted  distorted  orderly  investment  programs,  as  businesses  rushed  to  place 
equipment  in  service  before  the  temporary  rate  was  scheduled  to  expire.   For  this 
reason,  the  credit  was  made  permanent  as  part  of  the  Revenue  Act  of  1978. 

Uncertainty  would  begin  with  the  preparation  of  the  "tax  inventory"  by  the 
Congressional  Budget  Office,  and  would  be  widespread.   Since  the  definition  of 
"tax  expenditure"  contained  in  H.R.  2  is  broad  enough  to  encompass  virtually  every 
provision  of  the  Internal  Revenue  Code,  considerable  Congressional  time  and  effort 
is  likely  to  be  devoted  to  establishing  the  inventory  and  setting  the  review 
schedule.   During  this  period  of  time,  taxpayer  uncertainty  would  continue  to  grow. 
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4.   Congress  already  subjects  tax  provisions  to  regular  review  and 
amendment.   The  National  Chamber  believes  that  there  should  be  continuing  and 
thorough  consideration  of  the  entire  Federal  tax  system,  but  that  this  can  best 
be  accomplished  through  existing  legislative  procedures.   Any  thorough  review 
of  the  tax  laws  should  not  be  limited  to  a  number  of  Isolated  items  on  a  list. 
Changing  economic  conditions  and  other  matters  of  national  priority  that  may 
not  have  been  anticipated  at  the  time  the  termination  schedule  was  established 
could  arise  and  require  immediate  attention.   This  would  prevent  Congressional 
action  on  scheduled  items  In  time  to  retain  tax  provisions  that  a  majority  might 
continue  if  given  sufficient  time  for  review  and  study.   Conversely,  the 
requirement  to  follow  the  "sunset"  schedule  might  prevent  Congress  from  acting 
on  other  necessary  revisions  to  the  tax  laws. 

Congress  has  enacted  seven  major  tax  bills  over  the  past  ten  years.  This 
represents  extensive  oversight  and  review  of  the  tax  laws  in  response  to  changing 
economic  circumstances. 

Committees  other  than  the  tax-writing  committees  also  have  the  obligation 
to  review  certain  tax  measures.   House  Rule  X  presently  requires  each  House  standing 
committee  to  review  and  study,  on  a  continuing  basis,  the  Impact  or  probable  impact 
of  tax  policies  affecting  subjects  within  that  committee's  jurisdiction. 

Finally,  the  tax-writing  committees  have  included  expiration  dates  with 
several  tax  provisions  enacted  in  recent  years.  The  jobs  tax  credit  and  the 
provisions  allowing  employer  education  assistance  are  two  very  good  examples.   They 
illustrate  the  principle  that  some  tax  provisions  merit  a  trial  period,  and  that 
Congress  has  and  will  continue  to  adopt  them  where  appropriate. 

AMENDMENTS  TO  H.R.  2 

In  addition  to  the  deletion  of  the  "tax  expenditure"  title,  we  recommend 
several  other  changes  which  would  improve  H.R.  2.   First,  the  President  should  be 
granted  more  flexibility  to  designate  the  programs  to  be  studied  every  two  years. 
Second,  the  regulatory  impact  studies  required  under  Title  V  should  be  modified  along 
the  lines  of  H.R.  2364,  the  Regulatory  Reform  Act  of  1979,  legislation  that  is 
presently  pending  before  this  subcommittee. 
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FLEXIBILITY  FOR  PROGRAM  SCHEDULING 

In  dealing  with  program  scheduling,  we  face  two  conflicting  forces.  We 
want  both  flexibility  and  a  firm  schedule.   To  accomplish  this,  we  feel  the 
President,  not  the  Congress,  should  be  the  one  to  provide  a  program  schedule. 
A  fixed  schedule  should  not  be  placed  in  the  legislation.   Rather,  the  schedule 
should  be  one  that  the  President  would  announce  by  a  certain  date  after  the 
enactment  of  the  "sunset"  legislation. 

It  would  be  difficult,  if  not  impossible,  to  anticipate  all  of  the 
priorities  or  needs  in  the  process  of  an  across-the-board  review  of  federal 
government  programs.   Such  decisions  will  undoubtedly  change  from  time  to  time  as 
the  inquiry  progresses.   It  is  sufficient  to  set  an  overall  timetable,  together 
with  progress  targets,  to  assure  the  project  moves  ahead.  However,  any  attempt 
to  forecast  the  precise  order  of  priorities  in  such  an  undertaking  is  unrealistic. 

A  draft  proposal  might  look  like  this.  From  a  list  of  major  program 
subfunctional  categories,  the  President  could  prepare  a  schedule  for  examining 
federal  programs  and  would  present  the  schedule  to  Congress  ninety  days  after  the 
enactment  of  this  legislation.   The  schedule  could  detail  the  various  programs 
within  a  subfunctional  category  to  be  examined  and  the  years  In  which  the 
examination  would  take  place.  The  President  could  order  changes  in  this  schedule 
by  informing  Congress  not  later  than  by  a  certain  specified  review  date  prior  to 
the  reauthorization  deadline. 

Ten  years  is  a  long  time.  Factors  influencing  program  evaluation  will 
change  over  this  period,  as  will  the  need  to  switch  subfunctional  categories  as 
both  the  realities  of  what  can  be  done  and  the  necessity  for  accomplishing  tasks 
become  clearer.   Our  proposed  amendment  does  not  alter  the  timetable  set  by  H.R.  2 
—  in  either  case,  the  timetable  discipline  should  be  retained. 

Section  103(f)  provides  for  changes  in  the  order  in  which  subfunctional 
categories  are  reviewed.   Again,  this  function  should  not  be  undertaken  by  Congress. 
It  is  more  appropriate  that  the  selection  of  programs  and  activities  to  be  examined 
should  be  left  to  the  executive  branch.  Of  course,  the  oversight  function  to  be 
carried  out  by  Congress  will  ensure  that  all  programs  are  covered.  This  procedure 
utilizes  the  proper  functions  of  both  branches  of  government.  Also,  there  is  a 
need  to  allow  subfunctional  categories  to  be  added  by  the  President  as  well. 
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AGENCY  REFORM  PLANS 

We  also  must  comment  on  Title  V  of  H.R.  2  which,  like  H.R.  236A,  requires 
the  President  and  Congress  to  prepare  agency  reform  plans  on  a  periodic  basis. 
Significantly,   H.R.  2364  contains  no  "tax  expenditure"  provisions. 

Other  major  differences  between  Title  V  of  H.R.  2  and  H.R.  236A  lie  in 
the  "action-forcing  mechanism"  contained  in  both  bills.  While  both  require  the 
President  to  recommend  to  Congress  whether  programs,  functions,  or  agencies  should 
be  changed  or  abolished,  and  require  Congress  to  affirmatively  act,  the  "sunset" 
technique  used  differs. 

Unlike  H.R.  2364,  H.R.  2  bars  the  expenditures  of  funds  for  government 
programs  or  agencies  which  have  not  been  "reauthorized"  by  Congress  during  the 
ten-year  sunset  reauthorization  cycle. 

H.R.  2364,  on  the  other  hand,  does  not  rely  on  "sunset"  alone  to  encourage 
the  President  or  Congress  to  formulate  comprehensive  agency  reform  plans.   H.R. 
2364  recognizes  that  sunsetting  an  agency  is  a  drastic  move,  one  which  Congress 
rarely  if  ever  would  use,  especially  with  respect  to  the  agencies  under 
consideration,  except  under  extreme  circumstances.  Witness  the  paucity  of  agencies 
that  have  been  "sunset"  by  Congress  over  the  years  compared  to  the  large  number  of 
successful  Congressional  efforts  to  limit  or  restrict  agency  authority. 

H.R.  2364  provides  for  less  severe  incentives  to  regulatory  reform  —  a 
gradual  diminution  of  agency  authority  if  the  agency  failed  to  adopt  an  agency 
reform  plan.   It  is  more  reasonable,  as  noted  above,  to  expect  Congress  to  allow 
agencies  to  lose  their  authority  to  issue  new  regulations  or  enforce  existing  ones 
(with  the  exception  of  health  and  safety  regulations)  than  to  expect  Congress  to 
abolish  an  agency. 

As  we  see  it,  H.R.  2364  establishes  a  more  pragmatic,  effective  action- 
forcing  mechanism,  one  that  does  not  totally  rely  on  agency  termination  as  does 
H.R.  2. 
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CONGRES SIGNAL  WORKLOAD 

Some  concern  —  unjustified  in  our  opinion  —  has  been  expressed  regarding 
what  the  enactment  of  sunset  legislation  will  mean  in  terms  of  congressional 
workload.   At  the  outset,  we  would  note  that  any  additional  demands  placed  on 
Congress  will  be  more  than  offset  by  the  benefits  to  be  gained  by  the  "sunset" 
process. 

According  to  both  the  Congressional  Budget  Office  and  General  Accounting 
Office,  approximately  450  major  programs  and  areas  would  be  considered  over  the 
ten-year  cycle.   Therefore,  the  workload  would  not  be  overwhelming. 

In  addition,  Alan  Schick  of  the  Library  of  Congress,  "architect"  of  the 
sunset  bill  as  well  as  the  Congressional  Budget  Act,  has  stated  that  sunset  would 
require  no  more  than  100  additional  bills  per  year. 

Another  important  consideration  is  that  H.R.  2  does  not  require  an 
in-depth  evaluation  of  all  programs,  just  a  select  few.   H.R.  2  simply  requires, 
in  most  cases,  that  Congress  make  a  decision  as  to  whether  federal  programs 
should  be  allowed  to  continue.   This  is  a  normal  legislative  function;  it  is 
not  unreasonable  or  burdensome  to  ask  Congress  to  make  policy  decisions  over  a 
ten-year  period. 

Finally,  we  must  note  that  H.R.  2  is  the  product  of  a  major  concession 
already,  a  concession  made  in  the  interest  of  alleviating  the  Congressional 
burden.   As  originally  proposed,  H.R.  2  would  have  required  programs  to  be 
reviewed  on  a  four-year  cycle;  this  has  been  changed  to  a  ten-year  cycle.   Over 
the  course  of  a  decade.  Congress  should  be  expected  to  make  decisions  on  whether 
to  continue  programs  it  establishes. 

H.R.  65 

H.R.  65  would  require  detailed  congressional  oversight  of  federal  programs 
with  periodic  assessment  of  whether  the  programs  are  meeting  their  intended  goals. 
All  new  spending  programs  and  "tax  expenditures"  would  have  to  include  a  statement 
of  the  program's  specific  objectives  and  planned  accomplishments.   The  bill  would 
also  require  that  the  agencies  administering  programs  submit  annual  performance 
reports  to  the  Congress,  and  that  the  President  relate  his  annual  budget  submissions 
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to  these  reports.   The  legislation  places  a  five-year  life  span  on  all  new 
spending  programs  and  "tax  expenditures". 

H.R.  65  is  designed  to  concentrate  congressional  oversight  on  the 
"front-end"  of  the  legislative  process,  rather  than  focus  congressional  oversight 
after  the  programs  already  are  in  place  and  operating,  as  H.R.  2  would.   Before 
the  "sun  would  rise"  on  new  programs  or  "tax  expenditures",  the  objectives  and 
planned  accomplishments  would  have  to  be  identified  by  the  appropriate  congres- 
sional committees.   If  the  objectives  are  not  met,  committee  could  propose 
corrective  legislation  or  action. 

The  National  Chamber  previously  has  taken  no  formal  position  on  the  "sunrise 
concept".  However,  existing  policy  recognizes  the  importance  and  need  for 
Congress  to  draft  legislation  clearly,  so  to  avoid  any  confusion  by  agencies  as  to 
congressional  intent. 

Notwithstanding,  enactment  of  H.R.  65  would  not,  in  our  opinion,  obviate  the 
need  for  sunset  legislation,  as  contemplated  under  H.R.  2.  While  there  may  be  need 
to  identify  objectives  more  clearly  at  the  front  end,  there  is  most  definitely  a  need 
to  evaluate  and  assess  programs  at  the  back-end  to  ensure  they  are  being  administered 
properly  and  efficiently. 

We  must  make  two  comments  regarding  H.R.  65.  Unlike  H.R.  2,  the  sunrise 
bill  does  not  call  for  automatic  termination  of  programs  not  reviewed  at  reauthorization 
time.   In  short,  it  lacks  the  "action  forcing"  mechanism  which  is  a  key  element  of 
H.R.  2.  While  not  minimizing  the  importance  of  building  in  criteria  by  which  to  judge 
programs  periodically,  H.R.  65 's  failure  to  provide  an  action-forcing  mechanism  is  a 
major  weakness  of  the  bill.   In  order  to  ensure  meaningful  reform,  the  threat  of 
termination  for  failure  by  Congress  to  expressly  reauthorize  programs  must  be  built  in 
to  any  congressional  oversight  bill. 

A  second  major  weakness  of  H.R.  65  is  that  it  fails  to  cover  the  so-called 
fixed  budget  obligations  or  permanent  authorizations  —  programs  that  continue  to  grow 
;;very  year  without  new  legislative  action,  and  which  account  for  approximately 
two-thirds  of  budget  growth.   H.R.  2,  on  the  other  hand,  would  apply  to  most  direct 
spending  programs  —  permanent  and  short-term  —  with  some  notable  exceptions.  As  we 
see  it,  H.R.  2  provides  not  only  a  more  comprehensive,  but  a  more  sensible  approach 
to  congressional  oversight. 
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CONCLUSION 


The  National  Chamber  continues  to  seek  more  effective  and  efficient 
government,  and  the  elimination  of  unnecessary,  wasteful,  and  inflationary 
government  spending. 

We  support  the  "sunset"  concept  underlying  H.R.  2.   This  legislation 
can  help  accomplish  the  kind  of  congressional  oversight  that  is  so  urgently 
needed.  However,  extending  the  sunset  concept  to  include  "tax  expenditures" 
would  be  an  improper  way  to  change  the  tax  laws.  We  strongly  urge  that  this 
Subcommittee  delete  reference  to  "tax  expenditures"  from  H.R.  2.  With  the 
other  modifications  we  have  suggested,  this  would  make  the  "sunset"  principle 
a  workable  idea  whose  time  has  come. 

Mr.  Derrick.  Thank  you. 

Mr.  Egger.  If  you  have  any  questions,  obviously  we  would  be 
delighted  to  respond  to  them. 

Mr.  Derrick.  Thank  you.  I  would  like  to  get  into  this  one  more 
time,  and  maybe  I  can  now  seek  a  satisfactory  answer  which  I  have 
sought  before  this  afternoon,  so  I  will  try  once  again. 

On  page  5,  under  the  sunset  and  tax  expenditure,  you  said  item 
1,  "a  tax  expenditure  is  not  equivalent  to  a  direct  spending  pro- 
gram." 

Would  you  tell  me  why  you  do  not  consider  a  tax  expenditure  as 
equivalent  to  direct  expenditure?  What  is  the  difference? 

Mr.  Egger.  First  of  all,  as  far  as  we  are  concerned  the  impact  is 
the  major  difference.  While  viewed  from  the  standpoint  of  the 
Treasury,  you  can  probably  equate  the  two  things  in  terms  of 
dollars  either  paid  out  or  dollars  that  you  do  not  receive.  In  that 
sense  they  can  be  equated.  But  when  you  look  at  it  from  the 
standpoint  of  the  impact  on  the  individual  taxpayer  or  on  the 
corporate  taxpayer,  the  impact  is  wholly  different,  both  as  among 
the  individuals  involved  and  as  to  the  economic  impact  between 
individuals  or  between  corporate  enterprises.  So  we  believe  that 
inherently,  impact  or  the  economic  effect  of  the  tax  expenditure 
should  be  viewed  from  the  standpoint  of  where  it  comes  from 
instead  of  looked  at  solely  in  terms  of  dollars  in  or  dollars  out  of 
the  Treasury. 

I  might  want  to  elaborate,  if  you  would  bear  with  me. 

Mr.  Derrick.  Please  do. 

Mr.  Egger.  Earlier  in  the  afternoon  there  was  some  testimony 
here  and  some  question  concerning  why  it  would  be  different  if  the 
mortgage  interest  deduction  were  supplanted  or  replaced  by  a 
direct  Federal  payment  to  the  individual  instead  of  giving  him  a 
tax  deduction. 

It  just  seems  to  me  that  kind  of  question  needs  to  be  answered  in 
the  context  of  my  earlier  comment,  which  is  that  we  have  taxpay- 
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ers  whose  rates  of  tax  range  all  the  way  from  14  to  70  percent,  and 
so  I  guess  the  first  question  would  be,  how  would  it  be  decided  how 
much  the  Federal  payment  should  be  if  it  were  decided  that  there 
should  be  a  direct  Federal  payment  in  lieu  of  a  tax  deduction? 
Would  we  pay  it  at  the  14  percent  rate  or  the  70  percent  rate,  and 
how  would  we  decide  as  to  each  of  the  individual  recipients,  and 
then  what  happens  to  those  taxpayers  who  opt  to  take  the  standard 
deduction  in  lieu  of  taking  the  itemized  deductions  and  so  on? 

I  think  you  can  go  through  a  whole  laundry  list  of  those  kinds  of 
situations  to  begin  to  appreciate  the  complexity  that  would  be 
involved  if  you  attempt  to  equate  those  two  things.  I  just  do  not 
believe  they  can  be  equated. 

Mr.  Derrick.  Let  me  ask  you  this.  Do  you  agree  that  when  that 
part  of  the  code  was  developed  for  the  deduction  of  interest  for 
home  mortgages,  probably  the  intent  of  the  Congress  at  that  time 
was  to  further  implement  the  American  dream  of  home  ownership 
for  middle  and  lower  class  Americans  primarily? 

Mr.  Egger.  I  certainly  would. 

Mr.  Derrick.  If  you  agree  with  that,  then  what  is  the  objection 
to  seeing  if  in  fact  this  is  being  accomplished? 

Mr.  Egger.  I  see  no  objection  to  doing  it,  but  I  believe  the 
processes  through  which  tax  policies  in  general  are  reviewed 

Mr.  Derrick.  I  do  not  mean  to  interrupt,  but  how  are  you  going 
to  do  it  if  you  are  not  going  to  review  the  program? 

Mr.  Egger.  Because  we  believe  the  tax-writing  committees  do  in 
fact  review  tax  policy  periodically,  and  we  have  had  substantial  tax 
reform  legislation  before  both  the  House  and  the  Senate  commit- 
tees over  the  last  several  years.  It  just  seems  to  us  that  they  do  a 
pretty  good  job  of  taking  the  lead. 

Mr.  Derrick.  If  it  is  already  being  reviewed,  then  what  objection 
could  you  possibly  have  to  this? 

Mr.  Egger.  I  guess  one  of  efficiency  as  well  as  any  other. 

Mr.  Derrick.  In  other  words,  you  are  telling  me  that  you  do  not 
object  to  it  being  done,  you  just  object  to  it  being  done  more  than 
once? 

Mr.  Egger.  Right;  of  course  we  do  not  object  to  the  thing  being 
reviewed.  I  would  hate  to  see  it  reviewed  more  than  is  reasonable 
in  order  to  make  sure  that  tax  policy  gets  its  fair  review,  and  I 
have  to  assume  that  every  time  a  tax  bill  goes  on  the  floor  of  the 
House  or  the  Senate,  people  are  paying  attention. 

Mr.  Derrick.  Of  course  you  get  right  to  the  innards  of  H.R.  65  in 
what  you  just  suggested  because  that  is  what  H.R.  65  is  all  about, 
and  that  is  what  we  contended,  that  much  of  this  has  already  been 
done,  just  as  you  have  suggested,  and  it  is  a  matter  of  putting  it  in 
some  liquidated  form  within  the  attention  span  of  a  legislator  so  he 
can  make  a  judgment  on  the  renewal  of  the  program.  So  I  am 
delighted  to  hear  that  you  are  in  such  agreement. 

Mr.  Egger.  If  you  think  I  agreed  with  you  about  tax  expendi- 
tures, I  have  to  take  exception. 

Mr.  Derrick.  We  may  call  it  by  another  name.  We  may  call  it 
something  else,  but  I  think  you  do  agree  with  the  process. 

Ms.  Vaughn.  I  just  might  add  that  the  point  we  really  object  to 
is  termination  as  an  action-forcing  mechanism.  With  Congress 
facing  a  legislative  deadline  there  is  no  guarantee  that  the  provi- 
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sion  would  not  expire  or  that  an  offsetting  tax  reduction  in  some 
other  area  would  be  adopted,  so  you  would  have  an  automatic  tax 
increase  occurring  if  you  have  a  termination  requirement.  Other 
than  that  review  of  tax  provisions  in  some  orderly  fashion  is  the 
position  of  the  chamber  of  commerce. 

Mr.  Derrick.  A  famous  banker  said  if  it  is  accomplishing  what  it 
was  intended  to  accomplish,  that  you  would  keep  it  intact,  and  I 
would  also  take  it  a  step  further  and  say  if  it  wasn't  accomplishing 
what  it  was  supposed  to  accomplish,  it  might  be  well  to  review  and 
see  what  adjustments  could  be  made  to  make  it  accomplish  what  it 
was  intended  to  accomplish. 

Mr.  Egger.  I  think  the  disruption  that  would  arise  from  the 
uncertainties  in  the  case  of  many  of  what  we  have  come  to  regard 
as  normal  features  in  our  income  tax  code  is  the  problem.  For 
instance,  if  the  tax-paying  public  in  general  became  wary  that 
some  such  deduction  as  the  deduction  for  pension  plan  contribu- 
tions was  in  some  jeopardy  because  it  was  going  to  come  up  for 
review,  I  am  not  quite  sure  how  you  would  measure  the  impact  of 
that  in  terms  of  the  willingness  of  enterprises  to  create  new  pen- 
sion plans  or  to  improve  the  ones  they  have,  and  so  on.  It  is  this 
uncertainty  and  the  potential  for  impact  on  the  economy  in  gener- 
al as  well  as  how  people  do  business  in  the  country  that  concerns 
us. 

Mr.  Derrick.  I  am  delighted  to  hear  your  testimony.  On  page  7 
you  say  that  sunset  for  tax  expenditures  "would  result  in  auto- 
matic tax  increases  for  many  taxpayers."  The  opponents  of  these 
measures  emphasize  that  review  for  unnecessary  direct  expendi- 
tures would  result  in  massive  cutbacks  in  Federal  programs. 

Do  you  really  believe  that  including  tax  expenditures  in  the 
process  will  have  such  a  mammoth  effect  on  the  taxpayer? 

Mr.  Egger.  It  is,  again,  the  kind  of  thing  that  we  believe  could 
conceivably  result  in  a  substantial  tax  increase.  If  the  tax  expendi- 
tures were  allowed  to  lapse  either  by  inaction  or  by  simply  impasse 
within  the  Congress,  I  cannot  measure  it.  I  do  not  have  any  way  of 
putting  a  price  tag  on  it. 

Mr.  Derrick.  Why  do  you  feel  that  the  President  and  not  the 
Congress  should  provide  a  schedule  for  program  review  that  you 
have  recommended  on  page  10  of  your  statement? 

Mr.  Egger.  The  principal  problem  here  is  that  we  think  that 
fixing  well  ahead  of  time  the  schedule  for  review  does  not  leave 
enough  room  for  the  changes  in  circumstances,  and  we  think  over 
a  period  of  review  which  in  H.R.  2,  for  example,  is  10  years,  a  lot  of 
things  can  happen  in  10  years.  We  believe  that  there  should  be 
sufficient  flexibility  in  the  schedule  so  that  the  President  can  make 
recommendations  based  upon  the  circumstances  as  they  appear 
from  the  standpoint  of  the  administration. 

Mr.  Derrick.  I  thank  you  and  your  associates  very  much  for 
your  excellent  testimony  and  for  your  patience,  as  I  said  earlier. 

The  following  statement  was  received  from  the  Interstate  Natu- 
ral Gas  Association  of  America  and  the  American  Gas  Association. 
Without  objection,  it  will  be  inserted  in  the  record  at  this  point. 

[The  statement  referred  to  follows:] 
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COMMENTS  OF  THE 

INTERSTATE  NATURAL  GAS  ASSOCIATION  OF  AMERICA 

AND  THE 

AMERICAN  GAS  ASSOCIATION 

BEFORE  THE 

COMMITTEE  ON  RULES 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

REGARDING 

H.R.  2  AND  H.R.  65 

July  3,  1979 

The  Interstate  Natural  Gas  Association  of  America  (INGAA)  and  the  American 
Gas  Association  (A.G.A.)  greatly  appreciate  the  opportunity  to  submit  their  views 
and  comments  to  the  Committee  relative  to  H.R.  2  and  H.R.  65.  We  hope  these  com- 
ments will  assist  the  Committee  in  finalizing  much  needed  legislation  for  truly 
meaningful  regulatory  reform.   The  membership  of  these  Associations  is  composed 
of  virtually  all  of  the  major  interstate  gas  transmission  companies  and  most  gas 
distribution  companies.   The  transmission  companies  transport  more  than  90  per- 
cent of  all  natural  gas  sold  in  this  country  and  are  extensively  regulated  by  the 
Federal  Energy  Regulatory  Commission,  various  offices  of  the  Department  of  Energy, 
the  Department  of  Transportation  as  well  as  the  Department  of  the  Interior.  The 
distribution  companies  retail  about  85%  of  all  the  natural  gas  distributed  in  the 
United  States.  They  are  regulated  at  the  State  level  as  well  as  increasingly  by 
Federal  agencies.   In  short  the  natural  gas  industry  is  one  of  the  most  compre- 
hensively regulated  industries  in  the  Nation.   The  nature  of  this  regulation 
varies  from  detailed  economic  regulation  relating  to  entry,  licensing,  ratemaking 
and  pipeline  safety  to  the  social  regulation  enacted  in  recent  years  and  exempli- 
fied by  the  requirements  of  the  National  Environmental  Policy  Act,  the  Clean  Water 
and  Clean  Air  Acts,  and  the  Occupational  Safety  and  Health  Administration  Act. 

INTRODUCTION 
As  a  result  of  ever  increasing  legislative  requirements,  the  energy  in- 
dustries find  themselves  with  a  regulatory  process  so  fraught  with  red  tape  and 
lacking  in  overall  policy  direction  and  control  that  the  resulting  delay  seri- 
ously inhibits  or  frustrates  progress  in  developing  critically  needed  energy 
resources.   Moreover,  severe  energy  shortages  have  the  capability  of  creating 
devastating  economic  effects  as  well  as  threatening  our  own  national  security. 
The  foundation  of  our  Nation's  economy  is  an  adequate  supply  of  energy.   Yet, 
despite  recent  estimates  that  the  United  States  has  over  22%  of  the  world's  non- 
renewable energy  resources  in  the  form  of  coal,  oil,  sha^le  oil,  natural  gas. 
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natural  gas  liquids  and  uranium  oxide,  1^  as  opposed  to  the  Middle  East's  A. 52, 
our  resources  are  not  being  developed  as  they  should  because  of  the  governmental 
structure  that  Inhibits  timely  development.   Moreover,  the  recently  published 
National  Energy  Plan  II  (NEP  II)  shows  that  our  total  consumption  of  energy  will 

grow  from  a  present  level  of  approximately  78  quadrillion  BTU's  (quads)  annually 

2/ 
to  approximately  92  quads  by  1985  and  approximately  119  quads  by  the  year  2000. 

This  assumes  strong  efforts  towards  energy  conservation  and  increased  efficiency 
in  utilization;  no  deep  economic  depression;  a  growth  in  real  GNP  of  3.0%  a 
year;  and,  an  increase  in  population  from  219  million  to  approximately  245  mil- 
lion by  1990.   The  critical  question  is:   Where  are  these  quads  of  energy  (41 
quads  between  now  and  2000)  to  come  from  in  so  short  a  period  of  time  under  pre- 
sent regulatory  processes? 

.  And,  all  the  while,  the  OPEC  cartel  continues  to. increase  the  price  of 
crude  oil  and  jeopardize  our  economy.   It  is  incredible  that  a  country  with  such 
vast  natural  resources  as  ours,  and  which  also  has  the  means  for  developing  them, 
can  be  brought  to  its  economic  knees  by  a  governmental  structure  that  for  one  well 
IntenCloned  reason  or  another  creates  unconscionable  delay;  adds  unnecessarily  to 
the  cost  of  energy,  thereby  fueling  inflation;  and,  puts  us  further  under  the  thumb 
of  OPEC.   Our  national  security  and  economic  social  well  being  are  at  stake! 

We  must  have  an  all  out  commitment  by  the  Government  to  do  that  which  is 
necessary  in  order  to  make  our  abundant  domestic  energy  resources  available  in 
a  timely  manner.   From  the  number  of  pending  bills  labeled  "regulatory  reform", 
we  believe  the  Congress  is  ready  to  make  such  a  commitment.   However,  regulatory 
reform  must  be  meaningful  and  relevant.   Most  of  the  pending  bills  so  labeled  will 
do  little,  if  anything,  towards  bringing  about  effective,  meaningful  regulatory 
reform. 

There  is  no  dearth  of  regulatory  reform  studies.   To  mention  only  two  - 
Dean  Landis'  report  to  President  Kennedy  in  the  early  sixties  identified  the 
intolerable  delays  encountered  in  the  economic  regulation  of  many  segments  of 
the  national  economy  such  as  the  electric,  gas,  railroad  and  airline  industries. 
Commissioner  Doub's  report  to  President  Nixon  did  likewise.   However,  despite 
these  thoroughly  documented  studies  with  their  direct  warnings  and  recommendations 


U        Institute  of  Gas  Technology  (Energy  Topics,  May  7,  1979)  attached  hereto 
as  Appendix  A. 

2/   NEP  II  at  VIII  -  6. 
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for  regulatory  reform,  delay  has  worsened,  red  tape  has  increased  and  the  morass 
thickened  because  Congress  has  failed  to  act  on  the  basis  of  such  studies.   I'/hat 
is  essentially  needed  at  this  time  is  for  the  Congress  to  take  the  matter  in  hand 
and  strengthen  its  oversight  of  the  implementation  of  the  laws  it  has  passed.   The 
passage  of  a  bill  is  just  the  beginning.   The  effectiveness  of  its  implementation 
must  be  overseen  by  the  body  that  created  it.   The  responsibility  for  effective 
legislative  programs  remains  in  the  Congress  through  oversight. 

Professor  Ernest  Gellhorn,  Dean  and  Professor  of  Law,  University  of  Wash- 
ington, in  the  May/June  1979  issue  of  the  American  Enterprise  Institute  Journal 
on  Government  and  Society,  defined  the  objectives  of  meaningful  regulatory  reform 
as  well  as  anyone  could: 

"The  underlying  problem  with  the  proposals  [regulatory 
reform]  is  that  they  have  all  proceeded  as  if  the  cur- 
rent regulatory  malaise  has  one  single  cause.   But  the 
problems  of  the  administrative  process  are  many;  most 
are  peculiar  to  a  specific  agency  or  subject.   Even 
where  general  principles  or  common  threads  seem  identi- 
fiable, their  application  will  vary  and  they  must  be 
tailored  to  the  particular  problem  at  hand. 

A  realistic  reform  effort  will  not  only  shun  simple 
solutions  to  complex  problems,  but  it  will  also  estab- 
lish necessary  priorities.   Thus,  the  first  order  for 
regulatory  reform  must  be  a  systematic  congressional 
program  to  examine  and,  where  possible,  cut  back  exist- 
ing regulatory  authorizations.   Interstate  Commerce 
Commission  control  of  railroads  and  trucking  seems  a 
prime  candidate,  but  there  are  many  others.   A  second 
and  closely  related  priority  is  for  Congress  to  give 
the  agencies  more  precise  directions.   It  simply  must 
face  the  hard  questions  and  make  basic  value  choices 
instead  of  always  passing  these  questions  to  the  agen- 
cies.  Finally,  as  a  third  step.  Congress  needs  to  re- 
structure and  consolidate  that  regulatory  authority 
which  is  to  remain.   Historical  accident  and  interest 
group  pressures  rather  than  reason  explain  the  division 
of  transportation  responsibilities  among  at  least  four 
agencies  and  departments,  consumer  protection  among 
a  like  number,  and  antitrust  between  two.   If  con- 
flicting and  duplicative  regulation  is  a  worry,  the 
proper  remedy  is  to  be  found  in  Congress  which  is  the 
original  source  of  overlapping  and  conflicting  authority. 

In  the  final  analysis,  however,  there  is  no  substitute 
for  the  appointment  of  qualified  agency  leadership, 
leaders  who  understand  the  limits  of  their  role,  who 
are  sensitive  to  the  economic  burdens  of  regulation 
and  the  ease  with  which  authority  can  be  abused.   There 
can  be  no  escaping  the  need  for  continuous  and  intense 
congressional  and  presidential  oversight  to  ensure  that 
the  agencies  are  indeed  being  properly  directed." 

The  Congress'  oversight  responsibility  is  highlighted  in  the  Legislative 

Reorganization  Act  of  1946  and  the  Intergovernmental  Cooperation  Act.   In  the 

former,  each  standing  committee  of  the  Senate  and  House,  is  directed  to  review 
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and  study,  on  a  continuing  basis,  the  application,  administration  and  execution 
of  existing  Federal  laws  and  formulate  necessary  modifications  and  changes  to 
those  laws.   The  latter  Act  requires  the  Committees  of  the  Senate  and  House 
having  legislative  jurisdiction  over  permanent  programs  to  evaluate  such  programs 
every  four  years.   However,  as  noted  by  Congressman  Gephardt  in  his  April  4,  1979, 
testimony  on  H.R.  2  and  H.R.  65,  "we  have  been  exceedingly  lax  in  carrying  out 
the  responsibility  these  laws  [Legislative  Reorganization  Act  of  1947  and  the 
Intergovernmental  Cooperation  Act]  have  imposed  on  us."  (mimeo  at  2).   We  agree. 

Accordingly,  meaningful  regulatory  reform  must  meet  head-on,  such  major  pro- 
blems as  delay,  uncertainty,  fragmented  responsibility  —  ,  lack  of  consistency, 
inflexibility  and  inability  to  adapt  to  new  and  changing  conditions.   The  best 
way  for  assuring  such  an  encounter  is,  we  submit,  through  strengthened  Congress- 
ional oversight.   This  would  involve  consideration  of  (i)  the  degree  to  which 
Congressional  intent  is  being  implemented;  (ii)  the  continued  need  for  a  particular 
regulatory  function;  and  (iii)  alternative  ways,  if  any,  of  more  effectively  and 
economically  achieving  the  Congress'  objectives  or  intent.   In  addition,  a 
Citizen's  Commission  should  be  established  to  conduct  a  comprehensive  review 
over  an  eight  year  period  of  the  various  areas  of  regulatory  activity  and  during 
that  period  submit  reorganization  plans  to  the  Congress  for  its  consideration, 
modification  and  adoption.   Portions  of  both  H.R.  2  and  H.R.  65  could  be  utilized 
to  achieve  these  ends. 

ASSOCIATIONS'  POSITION 

The  Associations  strongly  support  both  the  "sunrise"  concept  of  H.R.  65 
and  the  "sunset"  concept  of  H.R.  2  to  the  extent  they  require  an  ongoing  review 
by  the  Congress  of  the  efficiency  of  agency  programs  established  under  statutory 
mandate,  including  the  termination  of  certain  programs  if  they  become  obsolete 
or  duplicative. 

For  the  reasons  set  forth  more  fully  hereinafter,  (infra,  pp.10)  the  Associ- 
ations strongly  urge  that  the  termination  of  "tax  expenditure"  items  be  exempt 


3/   H.R.  2  illustrates  the  problem.   In  the  tabulation  commencing  on  p.  5,  setting 
~   forth  the  authorization  date  for  "programs"  review,  note  under  September: 

1982  -  272  -  Energy  Conservation 

1984  -  058  -  Atomic  Energy  Defense  Activities;  251  -  General  Science  and  Basic 

Research;  306  -  Other  Natural  Resources 
1986  -  274  -  Emergency  Energy  Preparedness 
1988  -  271  -  Energy  Supply 
1990  -  276  -  Energy  Information,  Policy  and  Regulation. 

These  all  involve  energy  considerations  and  should  be  grouped  together  for 
study  and  analysis  with  other  energy  related  matters. 
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from  the  application  of  either  the  "sunrise"  or  "sunset"  approach.   The  Federal 
tax  system  must  clearly  be  reviewe-d  on  a  continuing  basis,  and  it  is.   But  revenue 
measures  are  not  the  same  as  direct  Federal  expenditures.   To  apply  the  sunset 
concept  to  "tax  expenditures"  would  have  the  effect  of  a  tax  increase  without  the 
benefit  of  a  direct  vote  of  the  Congress.   Moreover,  in  such  times  as  these  when 
the  development  of  major  energy  projects  requires  enormous  capital  expenditures, 
it  is  imperative  that  the  financial  community  supplying  this  capital  be  given  as 
much  assurance  as  possible  that  the  capital  is  secure  and  repayable.   Tliey  demand 
it  or  else  capital  will  not  be  made  available.  Application  of  the  sunset  concept 
to  tax  expenditures  would  add  a  degree  of  uncertainty  that  would  inhibit  the  in- 
dustry's ability  to  finance  large  projects.  We  would  oppose  both  bills  if  "tax 
expenditures"  are  included. 

However,  with  the  exclusion  of  applicability  of  the  "sunrise"  and  "sunset" 
concepts  to  "tax  expenditures,"  and  certain  other  modifications  set  forth  herein- 
after, the  Associations  believe  H.R.  2  and  H.R.  65  to  be  appropriate  steps  to 
be  taken  towards  meaningful  regulatory  reform. 

The  Associations  offer  the  following  specific  comments  on  various  aspects 
of  these  bills: 

H.R.  2.  THE  SUNSET  ACT  OF  1979 
Titles  I,  II,  III  and  V  -  Review  of  Programs 

Few  could  argue  with  the  purposes  of  this  bill,  except  to  the  extent  the 
sunset  concept  is  made  applicable  to  "tax  expenditures".   In  general,  H.R.  2 
would  require  the  Congress,  at  least  every  ten  years,  to  give  new  budget  author- 
ization to  government  programs  and  provide  for  extensive  review  and  evaluation  of 
existing  programs  by  the  Congress  on  the  same  schedule.  After  the  review  cycle, 
programs  not  meriting  continuation  or  "reauthorization"  would  be  allowed  to  termin- 
ate -  thus  giving  rise  to  the  term  "sunset". 

H.R.  2  would  establish  several  types  of  review.  Under  Title  I  the  Con- 
gress would  make  a  "sunset"  review  as  to  the  needs,  accomplishments,  potential 
conflicts  and  costs  of  the  programs  in  question.   Consequently,  the  requirement 
of  Title  I  for  reauthorization  of  Government  programs  on  a  subfunctional  basis 
every  ten  years,  can,  if  implemented  in  a  timely  thorough  fashion,  pave  the  way 
for  great  strides  towards  regulatory  reform.   However,  care  must  be  taken,  that 
reports  as  to  the  need  for  further  consideration  are  not  'resorted  to  for  purposes 
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of  tolling  the  ten-year  review  deadline;  thereby  building  up  a  backlog  of  programs 
under  review.   This  has  apparently  been  a  problem  with  some  Sunset  Laws  enacted 
by  several  States.   As  a  result,  little  meaningful  State  reform  has  been  enacted. 
This  defeats  the  purpose  of  Sunset  provisions.   The  objective  is  not  that  such 
provisions  will  be  extensively  utilized  to  terminate  programs,  but  rather  that 
they  will  be  a  spur  to  the  Congress  to  get  on  with  systematic  oversight;  and, 
based  on  that  oversight,  modify,  reform,  let  stand  or  discontinue  the  programs 
under  review.   With  regard  to  the  timetable  for  review,  set  forth  in  Title  I, 
we  urge  that  all  energy  related  subf unctions  be  placed  in  the  September  30,  1982, 
category  so  that  consideration  can  be  given  to  programs  in  this  critical  area 
as  early  as  possible  and  thereby  relieving  the  regulatory  morass  presently  con- 
fronting the  energy  industries. 

Title  II  will  require  the  preparation  of  an  inventory  of  Federal  programs. 
We  support  this  concept,  however,  a  definition  of  "program"  is  needed.   Sec.  604 
of  Title  VI  contains  such  a  definition  which  should  also  be  made  applicable  to 
Title  II. 

Another  type  of  review  is  provided  in  Title  III  where  provision  is  made 
for  each  committee  of  the  Senate  and  House  to  periodically  conduct  comprehensive 
re-examination  of  selected  programs  or  groups  of  programs  over  which  it  has  juris- 
diction.  The  committee  would  then  prepare  reports  including  findings,  recommend- 
ations, and  justifications.  These  reports  would  be  delivered  to  the  Secretary  of 
the  Senate  or  the  Clerk  of  the  House,  as  appropriate  for  printing  as  a  Senate  or 
House  document.  This  too  would  be  a  useful  adjunct  to  strengthened  oversight 
and  could  result  in  meaningful  changes. 

A  third  type  of  review  is  provided  for  in  Title  V.  This  review  would  re- 
quire the  President  to  submit  in  each  Congress,  over  a  ten  year  period,  an  agency 
reform  plan.  The  plan  relative  to  the  Federal  Energy  Regulatory  Commission  would  . 
not  be  submitted  until  1989.   We  believe  this  is  too  far  in  the  future  to  be 
useful.  All  aspects  of  energy  regulation  and  development  -  research,  fragmented 
responsibility  for  resource  development,  fiscal  incentives  for  high  cost  energy 
projects  and  day  to  day  regulatory  control  -  should  be  promptly  and  simultaneously 
examined . 

Title  IV  Citizen's  Commission  &  Title  V  Regulatory  Impact   • 
Title  IV  provides  for  the  creation  of  a  Citizen's  Commission  to  undertake 
an  extensive  study  of  the  Executive  Branch  in  certain  specified  policy  areas  and 
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submit  recommendations  to  Congress.   For  example,  one  area  is  "Resources  and 
Technology-Functions:  250-General  Science,  Space  and  Technology,  270-Energy  and 
300-Natural  Resources  and  Environment". 

Title  V  provides  for  the  President  to  review  specific  agencies  and  submit 
agency  reform  plans  by  specified  dates.   Many  of  the  functions  of  these  agencies 
overlap  with  the  functions  of  the  Executive  departments.   For  example,  the  Fed- 
eral Energy  Regulatory  Commission,  the  Nuclear  Regulatory  Commission,  and  the 
Environmental  Protection  Agency  relate  closely  to  the  Executive  Branch  functions 
enumerated  above. 

It  is  recommended  that  there  be  a  consolidation  of  the  two  Titles.  The 
Commission  should  consider  the  total  governmental  structure  as  it  relates  to 
broad  functions  such  as  energy,  transportation  or  human  resources  and  recommend 
comprehensive  structuring  of  these  functions  so  as  uo  reduce  to  a  minimum  overlap- 
ping responsibilities  and  to  have  a  structure  that  ensures  responsibility  and 
accountability  on  the  part  of  the  department  or  agency  involved. 

In  the  timing  of  the  studies,  we  urge  early  attention  to  the  energy  sector 
because  of  its  overwhelming  importance  to  our  Nation  at  this  time. 
Title  VI  —  Government  Accountability 

Under  this  Title  the  President  would  submit  to  the  Congress  every  two  years 
a  "Management  Report"  on  the  Executive  Branch.   The  Executive  programs  would  be 
graded,  as  "excellent",  "adequate",  or  "unsatisfactory".   We  see  no  necessity  for 
requiring  an  Executive  Report  Card,  but  if  one  is  deemed  necessary,  it  should  be 
conducted  by  a  third  party,  i.e.,  the  GAO,  the  Congressional  Budget  Office,  etc. 
It  would  seem  somewhat  self-serving  for  the  "student"  to  "grade"  himself  as  would 
be  the  case  in  Title  VI  as  printed. 

Title  VII  —  Tax  Expenditures 
Both  Title  VII  of  H.R.  2  and  Title  IV  of  H.R.  65  would  apply  the  sunset 
concept  to  tax  expenditures.   INGAA  and  A.G.A.  vigorously  oppose  this  and  strong- 
ly urge  that  the  provisions  relating  to  "tax  expenditures"  be  deleted  from  both 
bills.   So  long  as  provision  is  made  for  sunsetting  tax  expenditures,  we  could 
not  support  either  bill.   The  possibility  of  repealing  such  items  as  the  in- 
vestment tax  credit,  asset  depreciation  range  system  (ADR)  and  capital  gains 
exclusion  would  create  an  atmosphere  of  uncertainty  for  lenders  that  could  ad- 
versely affect  long-term  planning  and  financing  of  needed  projects.   The  cash 
flow  made  possible  by  present  tax  laws  permit  pipelines  and  distribution  companies 
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to  make  financial  projections  that  show  a  faster  payback  than  would  otherwise 
be  possible  without  such  laws.   This  faster  payback  is  a  very  important  factor 
to  lenders  in  today's  economy.   Without  some  reasonable  assurance  that  these  tax 
laws  could  be  continued  substantially  for  the  life  of  the  payback,  the  tax  plan- 
ning in  such  financial  projects  could  be  included  only  for  the  period  prior  to 
the  possibility  of  sunset.   To  deprive  the  gas  industry  of  these  tax  laws  would 
seriously  inhibit  capital  formation.   Ours  is  a  capital  intensive  industry.   For 
instance,  the  Alaskan  pipeline  venture  is  anticipated  to  cost  $14  billion,  of 
which  $9  billion  will  be  located  in  Alaska  and  the  lower  48  States.  It  would  be 
infinitely  more  difficult,  if  not  impossible,  to  finance  ventures  of  this  sort  if 
the  cash  flow  from  investment  tax  credit  and  liberalized  depreciation  could  not 
be  included  in  financial  projections  furnished  lenders  beyond  a  10-year  period. 
The  same  would  be  true  of  high  cost  coal  gasification  plants  and  many  offshore 
ventures  exploring  for  oil  and  gas.   Moreover,  as  indicated  in  the  recently 
published  National  Energy  Plan  II,  the  cumulative  capital  expenditures  for  energy 
necessary  for  the  years  1979-1990  are  $755  billion  a978  dollarsi  (Table  VIII  -  12). 
With  such  enormous  capital  requirements  as  these,  the  Government  should  be  encour- 
aging capital  formation  rather  than  discouraging  it. 

In  addition,  in  a  regulated  environment  where  revenues  cannot  be  timely 
adjusted  to  reflect  the  loss  of  cash  flow  from  tax  expenditures,  sunset  would 
create  an  additional  severe  hardship.   Even  if  regulatory  bodies  could  react 
in  a  timely  manner  to  compensate  for  the  loss  of  cash  flow  from  such  sunset  pro- 
visions, the  demand  charge  in  gas  rates  to  front-end  the  cash  flow  would  create 
an  extreme  peak  rate  resulting  in  high  fuel  costs  which  would  have  disruptive 
effects  on  the  economy. 

Finally,  applying  the  sunset  concept  to  "tax  expenditures"  would  provide 
tax  increases  without  a  direct  vote  of  a  Congressional  majority.   The  Associations 
submit  that  if  provisions  are  to  be  removed  from  the  tax  code,  they  should  be  re- 
moved in  accordance  with  legislative  due  process,  i.e.,  after  public  hearings,  a 
vote  in  both  Houses  of  the  Congress  and  the  President's  signature.   Direct  and 
positive  legislative  accountability  should  be  retained  with  regard  to  changes  in 
the  tax  laws. 

For  the  reasons  set  forth  above,  the  Associations  submit  that  applying  the 
sunset  concept  to  "tax  expenditures"  could  well  exacerbate  the  Nation's  critical 
energy  situation.   This  must  not  be  allowed  to  occur.   Accordingly,  we  strongly 
reenphasize  that  these  provisions  be  stricken  from  both  H.R.  2  and  H.R.  65. 
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H.R.  65  -  The  Legislative  Oversight  Act  of  1979 

In  addition  to  the  foregoing,  the  Associations  would  like  to  comment  on  a 
number  of  other  items  in  connection  with  H.R.  65. 

Title  I  -  Requirements  for  Authorization  Bills 

Clearly,  the  requirement  for  a  statement  of  specific  objectives  and  planned 
accomplishments  for  each  program  authorized  will  be  helpful  to  the  Congress  in 
its  oversight  function  as  will  the  requirement  that  agencies  administering  the 
program  report  annually  as  to  the  project's  accomplishment  of  its  objectives,  its 
costs,  and  a  comparison  of  those  costs  and  accomplishments  with  other  govern- 
mental and  non-governmental  programs  having  similar  or  related  objectives. 
It  should  also  be  noted  that  similar  to  H.R.  2,  Title  11^  H.R.  65  contains  no      '' 
definition  of  the  term  "program".   To  make  up  for  this  we  recommend  that  ^ 
the  definition  of  program  contained  In, H.R.  2,  §604(1)  be  adopted  for 
H.R.  65. 

Title  II  -  Requirements  for  Reports  Accompanying  Authorization  Bills 

We  support  the  requirement  for  a  report  to  accompany  authorization  bills 
other  than  those  relating  to  tax  expenditures  for  the  same  reason  we  support 
that  statement  of  objectives  required  in  Title  I.   However,  with  regard  to  re- 
quiring the  Comptroller  and  the  Director  of  the  Office  of  Management  and  Budget 
to  publish  a  catalogue  ol   "inter-related  Federal  activities"  we  believe  the  Title 
n  of  H.R.  2  (pp.  17-24)  to  be  preferable  since  it  is  set  forth  in  greater  detail 
and  would  provide  much  valuable  information  for  use  during  oversight  investigations. 
Title  III  -  Presidential  Budget  Recommendations 

INGAA  and  A.G.A.  support  the  requirement  that  the  President  describe  the 
relationship  between  his  program  budget  recommendations  and  program  accomplish- 
ments.  To  the  extent  this  is  not  presently  done,  it  assures  a  greater  conscious-  • 
ness  on  the  part  of  the  President  as  to  the  cost  of  accomplishment  of  programs. 

Title  IV  -  The  five  year  authorization  period  specified  in  Sec.  401  seems 
needlessly  restrictive  and  probably  should  be  extended  to  ten  years,  similar  to 
H.R.  2.   However,  under  no  circumstances  should  any  such  time  limitation  be 
placed  on  "tax  expenditures"  for  the  reasons  set  forth  in  connection  with  H.R.  2. 

CONCLUSION 

The  Associations  strongly  favor  more  systematic  oversight  as  a  means  "f 
assuring  greater  efficiency  in  the  day  to  day  implementation  of  critical  Federal 
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scatutes.   The  concepts  of  "sunrise"  and  "sunset"  are  a  practical  means  of 
assuring  such  oversight.   But,  the  timing  of  this  oversight  must  be  accelerated 
to  cover  the  energy  industries  as  soon  as  possible.  We  also  endorse  the  use  of 
a  Commission  to  review  the  multitude  of  Government  agencies  to  determine  if  they 
are  effectively  meeting  the  objectives  of  the  statutes  which  established  them  and 
the  costs  involved  in  achieving  the  planned  objectives.   However,  we  strenuously 
oppose  the  provisions  in  H.R.  2  and  H.R.  65  relating  to  "tax  expenditures"  and 
urge  that  reference  thereto  be  stricken.  With  this  change  and  the  other  suggested 
modifications,  these  two  bills  are  an  acceptable  approach  to  more  effective  gov- 
ernment programs  and  regulatory  reform  which  should  assist  the  natural  gas  industry 
in  successfully  meeting  the  challenges  of  the  energy  crisis,  but  also  would  be  a 
significant  step  forward  towards  addressing  regulatory  reform  in  general. 
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EXHIBIT  A- 


(j\  \J^®wq®(s\qg  §Qa[p[pD©[n]©DQO  0®  0©'iT 


May?,  1979 


WORLD  NONRENEWABLE  ENERGY  SOURCES 

In  ihis  report,  up-lo-dale  estimates  are  presented  for  world 
proved  reserves,  remaining  recoverable  resources,  annual 
production  rates,  and  cumulative  production  of  the  non- 
renewable energy  sources:  coal,  natural  gas,  crude  oil, 
natural  gas  liquids,  syncrude  from  oil  shale  and  lar  sands, 
and  uranium  oxide.  Life  indexes  are  also  presented  for  the 
world  fossil  fuels  for  several  annual  growth  rales. 

Data  are  based  on  published  estimates  of  a  variety  of 
recognized  authors  and  agencies,  such  as  the  U.S.  Bureau  of 
Mines,  the  US.  Geological  Survey  (USG.S.).  the  World 
Energy  Conference,  and  the  United  Nations.  To  evaluate 
ihe  considerable  variations  in  published  data,  an  effort  was 
made  to  analyze  the  data  differences  between  authors  as  well 
as  revisions  made  by  individual  authors  over  time.  In  many 
cases,  the  final  selections  required  the  use  of  a  range  rather 
than  a  single  value. 

In  no  case  should  current  estimates  be  regarded  as  final, 
since  production  and  new  discoveries  cause  continual 
change  in  the  estimates.  Vast  differences  in  known  or 
estimated  potentially  recoverable  resources  from  one  region 
to  another  may  sometimes  prove  to  be  due,  at  least  in  part, 
to  great  differences  in  completeness  of  exploration  rather 
than  10  differences  in  actual  occurrence.  As  a  result,  some 
less  developed  countries  may  in  time  find  considerably  more 
fossil  fuel  resources  than  now  estimated.  Such  has  been  the 
case  with  Mexico  over  Ihe  past  few  years. 

Proved  recoverable  and  total  remaining  recoverable  re- 
source data  for  the  world  are  shown  in  Table  I  in 
conventional  units  and  in  the  common  energy  units  Btu  and 
metric  ions  of  coal  equivalent  (ice). 

World  totals  for  proved  recoverable  and  total  remaining 
recoverable  resource  data  for  the  world  on  a  regional  basis 
are  shown  in  Table  2  in  conventional  units.  The  total 
remaining  recoverable  resources  include  proved  reserves. 


Natural  gas  and  crude  oil  proved  reserves  for  the  various 
regions  are  based  primarily,  but  not  exclusively,  on  the 
annual  estimates  for  the  component  countries  published  by 
World  Oil  arid  by  Oil  iSc  Cos  Jniirnol.  Natural  gas  and  crude 
oil  remaining  recoverable  resources  over  and  above  proved 
resources  (Tables  I  and  2)  are  based  on  published  estimates 
by  a  number  of  authorities. 

Coal  resource  data  are  those  of  Ihe  World  Energy  Confer- 
ence 1974,  1976,  and  1977  surveys,  except  for  the  Unilcd 
Stales,  where  U.S.  Bureau  of  Mines  data  are  used. 
Allowance  has  been  made  for  recent  production;  a  mining 
loss  of  50%  is  assumed. 

Uranium  resources  are  expressed  in  terms  of  the  equivalent 
UjOj  content  of  ores  and  forward  cost  rather  than  ihe  actual 
market  price,  which  has  been  rising  rapidly  No  allowance  is 
made  in  forward  cost  for  amortization  of  capital,  financing 
cost,  or  profit.  The  US.  data,  from  DOE,  and  the  Canadian 
data  are  as  of  year-end  1977;  all  olher  data,  reported  jointly 
by  the  European  Nuclear  Energy  Agency  and  the  Inierna- 
lional  Atomic  Energy  Agency,  are  as  of  year-end  I9''6  The 
communist  countries'  uranium  resources  are  excluded  due 
to  lack  of  suitable  data.  Details  of  the  U  S.  resource  data  as 
of  y;ar-end  1978  will  be  provided  in  a  future  issue  of  EmrKy 
Topics. 

Current  production  and  cumulated  production  of  natural 
gas.  petroleum,  coal,  and  uranium  oxide  are  shown  in  Tables 
3  and  4,  Cumulated  production  data  for  the  United  States 
come  from  the  U  S  G  S.  and  the  Bureau  of  Mines  and  have 
been  updated  by  the  use  of  recent  DOE  production  data. 

Estimates  of  life  expectancy  of  world  fossil  resources  based 
on  the  quantities  given  in  Table  I  and  on  the  current 
production  rate  increasing  ai  selected  fixed  annual  growth 
rales  are  shown  in  Table  5  Fortunately,  the  life  expectancy  of 
remaining  recoverable  world  fossil  fuel  resources,  as  now 
estimated,  is  of  the  order  of  100  years  al  a  reasonable  growth 
rate  of  2%  to  3%/yr. 
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Table  1.   NONRENEWABLE  WORLD  ENERGY  RESOURCES  AS  OF  DECEMBER  31.  1977 


Proved  and 

Currently 

Recoverable 


Estimated  Total 

Remaining 

Recoverable 


Natural  Gas,  Conventional 

Trillion  (10")  CF  2226-2601 

Billion  110')  ice  82  5-95.5 

QuiniiMion  no")  Biu         2  29-268 
Exjjoule  IIO'*joules)        2419-2827 

Natural  Gas  Liquids 
Billion  bbl  62  2-71.5 

Billionice  8.95-10  30 

Ouiniillion  Biu  0  25-0  29 

Exajoule  263-302 

Crude  Oil,  Conventional 

Billion  bbl  534-656 

Billion  ice  112-137 

Quiniillion  Biu  3  09-3  80 

Exjjoule  3270-4011 

Syncrude  From  Oil  Shale  and  Tar  Sands 


9000-9410 

334-349 

9  27-9  69 

9,782-10,224 


252- 

36- 

I  00- 

1053- 


263 
38 
I  05 
1112 


Billion  bbl 
Billion  ice 
Ouintillion  Biu 
Exajoule 
Coal 

Billion  shon  tons 
Billion  ice 
Quinlillion  Biu 
E.xjjoule 


265' 
55.3 
1.54 
1622 

732-787 

526-672 

174-18.7 

18,350-19,695 


1430-2063 

299-431 

8  29-11  97 

8,751-13.524 

2320(17,000)' 

484,4(3550) 

13,5(98.6) 

14,200  (104,000) 

5544-6296 

4550-5094 

126.4-141.5 

133,300-149,300 


Proved  and 

Currently 

Recoverable 

Total  Fossil  Fuel  Energy 

Trillion  tee  0.884-0.971 

Ouintillion  Btu  24.6-27  0 

Exajoule  25.920-28,460 

Uranium  Oxide  at  <S30/Ib 


Estimated  Total 

Remaining 

Recoverable 

5.70-640 

158.4-177.7 

157.110-187,450 


Thousand  short  ions 

2157 

4052  16362)? 

Burner  Reactors 

Trillion  Ice 

0.031 

0  058  10  0921 

Quinlillion  Btu 

0.863 

1  525  12  5451 

E.x,ijoule 

.      910 

1730  12685) 

Breeder  Reactors 

Trillion  Ice 

2.33 

4  39  (6  87) 

Quinlillion  Btu 

64  72 

121.9(1909) 

Evajoule 

58.280 

128,560  (301.3801 

Total  Fossil  and  Fissi 

le  Energy 

Burner  Reactors 

Trillion  ice 

0915-1002 

5.76-6.45 
I5  791-(649l 

Ouintillion  Btu 

25.43-27  83 

150-179 
(16I)-(I80) 

Exajoule 

26,830-29.365 

I58.S09-I89,I63 
ll69,-98)-(l90.l34) 

Breeder  Reactors 

Trillion  ice 

3  21-3  30 

1009-10.78 
(I2  57)_1I3  271 

Quinlillion  Btu 

89  29-91  69 

280-300 
1349] -13691 

Exajoule 

94,202-96,739 

395.690-316.028 
1358. 4901-(3S8. 827) 

'  Incluiles  l*JOb.ll.on  bblof  shjic  ot!  »nd  75  billion  bblof  otirrom  tar  sands,  of  "hich  45  5 
billion  bbl  IS  tn  VeneiueU.  27  billion  bbl  m  Canada,  and  2  S  billion  bbl  m  ihe  United 
Slates 

All  values  in  parenihesci  for  i>ncrude  from  oil  shale  include  esnmaies  o(  undiscovered 
or  unjppr«<sed  resources  m  the  ?^  to  100  gal/lon  yield  range  according  to  OurKan  and 
S»ar.\on.  "OrBann,-  Rifh  Shale  of  the  Umied  Siates  and  World  Land  ArciS."  L  S-  Cfol 
Sun    C,n    .*.V(1965) 

Uranium  (J^ta  in  hrackeis  include  U  S  possible  and  ipeculahve  quaniilici. 


Note:    In  ihe  conversion  from  conventional  to  energy  units  Ihe 
dbsumed  energy  equivalenis  arc: 

1031  Biu/CF  of  natural  gas;  1021  Btu/CF  for  the  United  Stales 
5  80  X   lO*"  Btu/bbl  of  crude  oil  or  syncrude  from  oil  shale  and  lar 

sands 
4.00  X   10^  Btu/bbI  of  natural  gas  liquids 


20  X  10*  Btu/short  ton  of  coal  (mixture  of  types),  except  for  U.S, 
proved  reserves  where  22  x   10^  Btu/short  ton  ^^as  used 

400  X  10'  Blu/shorl  ton  of  UjOg  m  burner  reactors  without 
pluionium  recycle 

30  X  lO'^  Btu/shorl  ion  of  U3O8  in  breeder  reactors 

1  ice  -  27  778  x  10*  Btu. 

1  Exajoule  =  10'*joules  =  0.947817  x  10'^  Btu. 
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Table  2.   NONRENEWABLE  WORLD  ENERGY  RESOURCES  BY  REGION  AS  OF  DECEMBER  31.  1977 


Proved  and      Estimated  Total 
Currently  Remaining 

Recoverable        Recoverable 


Proved  and      Estimated  Total 
Currently  Remaining 

Recoverable        Recoverable 


Asia  Unci.  U.S.S.R.  and  Middle  East) 
Natural  Gas,  TCF  1481-1793 

Natural  Gas  Liquids.  10' bbl  40.8-45.5 

Crude  Oil.  10' bbl  389-489 

Shale  Oil.  10' bbl  35 

Oil  From  Tar  Sands,  10' bbl  N.A.^ 

Coal.  10' short  ions  280 

UjOi.  1000  short  Ions  al  <S30/lb         136? 
Middle  East 

Nalural  Gas,  TCF 

Crude  Oil.  10' bbl 
U.S.S.R. 

Nalural  Gas,  TCF 

Crude  Oil.  10' bbl 

Coal,  10' short  Ions 
Western  Hemisphere  (IncI 
Natural  Gas.  TCF 
Natural  Gas  Liquids,  lO'  bbl 
Crude  Oil,  10' bbl 
Shale  Oil,  10' bbl 
Oil  From  Tar  Sands,  10' bbl 
Coal.  10' short  ions 
UjOj,  1000  short  ions  at  <530/lb 
United  States 

Nalural  Gas,  TCF 

Nalural  Gas  Liquids.  lO'bbI 

Crude  Oil,  10' bbl 

Shale  Oil,  10' bbl 

Oil  From  Tar  Sands,  10' bbl 

Coal,  10' short  Ions 

UjO|,  1000  short  ions  al  <S30/lb 


601-768 
296-380 

775-900 
59-71 
150 
U.S.A.) 

378-388 

11.1 

76-81 

130 

75 

233-288 

966 


209 
60 

295 
74 
2.5 

218 

690 


5680 

159 

1011-1456 

90  (5500)* 

N.A, 

3765 

180' 

2430 
705-905 

N.A. 

145-345 

3150 

1765-2175 

49-61 

290-312 

1550(5000) 

500 

1168-1920 

2526 

760-1170 

21-33 

144-371 

1026 

15 

1036-1788 

3255 


Africa 

Nalural  Gas.  TCF  182-221  780 

Nalural  Gas  Liquids,  10' bbl  5.1-6.2  22 

Crude  Oil.  10' bbl  49-63  9«-l6S 

Shale  Oil.  10' bbl  10  100(4100) 

Oil  From  Tar  Sands.  10' bbl  N.A.  N.A. 

Coal.  10' short  tons  34  87 

UjO,.  1000  shori  ions  al  <S30/lb  681  878 

Europe  (Excl.  U.S.S.R.) 

Nalural  Gas,  TCF  149-162  625 

Nalural  Gas  Liquids.  10' bbl  4  2-4.5  17.5 

Crude 'Oil.  10' bbl  18-20  91-212 

Shale  Oil.  10' bbl  15  170(1400) 

OilFromTar  Sands.  10' bbl  N.A.  N.A. 

Coal.  10' short  ions  150  385 

UjO,.  1000 'shori  ions  al  <S30/lb  86'  145' 

Oceania  —  Australia  and  New  Zealand 

Nalural  Gas.  TCF  35-37  150 

Natural  Gas  Liquids.  10' bbl  1.0-4  2  4.2 

Crude  Oil,  10' bbl  2  3-2.7  4-9 

Shale  Oil,  10' bbl  0  (1000) 

OilFromTar  Sands.  10' bbl  N.A  N.A. 

Coal.  10' shori  ions  35  140 

UjOs.  1000  short  lonsal  <S30/lb  289  333 

'  All  vilucs  in  pdrenlhcses  for  svncrude  from  oil  shjic  include  cslim;ilcs  ol 
undiscovered  or  unjpprjised  resources  in  ihe  25  lo  100  gal/um  yield  runuc 
according  10  Duncin  jnd  Swjnson.  "Or^anic-Rich  Shale  nr  ihc  Unilcd 
Slalesand  World  Land  Areas."  t' .V  dnl.  Sun:  Cm    .'.'.'( 1 9fiS). 

'  Nol  available 

<  Uranium  resources  in  communisl  counlncs  arc  not  included  due  lit  lack  of 
suitable  data. 
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Mr.  Derrick.  The  hearings  are  adjourned. 

[Whereupon,  at  5:10  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene on  Wednesday,  June  20,  1979.] 


The  following  sources  were  used  in  compiling  ihe  dala  in 
T.ibles  3  and  4: 

•  US   crude  oil  production  dala  from  API. 

•  Uranium  production  from  DOE  and  NEA/IAEA. 
NEA/IAEA  refers  to  Uranium  Resources.  ProJuciion. 
ami  Demand,  a  Joint  Report  by  the  Nuclear  Energy 
Agency  and  the  International  Atomic  Energy  Agency  of 
OED.  December  1977. 

•  Other  dala  from  U  .S.  Department  of  Interior,  Bureau  of 
Mines. 


Table  3.   NONRENEWABLE  ENERGY  SOURCES 
RECENT  PRODUCTION  SUMIVIARY  THROUGH  1977 


Table  4.   NONRENEWABLE  ENERGY  SOURCES 
CUMULATIVE  PRODUCTION  THROUGH  1977 


Nalufjl  Gas.  TCF 
Natural  Gas  Liquids 
Crude  Oil,  lO'bbI 
Shale  Oil,  10*melric  Ions 
Coal,  lO' short  tons 
U)0,,  l(KK)  short  ions' 


United  States 

533 

N,A.' 

115 

N  A. 

45 

290 


World 


966 
N.A. 
376-381' 
55 
I  SI 
6S0 


*  Not  available. 

t  Includes  an  unltnown  amount  of  natural  gas  liquids. 


Table  5.   POTENTIAL  LIFE  OF  WORLD  FOSSIL  FUEL 

RESOURCES  AT  FIXED  DEMAND  GROWTH  RATES 

(Based  on  1977  Year-End  Estimates! 


United  States              World 

Annual 
Growth 

Rate.  •/. 

4 

3 
2 

1 

A:    Proved  rese 

Year  When  Remaining 

Reserve/Consumption  Ratio 

DroDS  to  10  Years 

1973     197S      1977      1973      1975    197?' 

22  65  20  11  20  03  44  9  48  2  50  9 
634  596  587  N  A.'  N  A.  N.A, 
3  36       3  05       3  01       21  5       19  5       22.0 

0  598  0655  0695  3  48  3  81  3.77 
13  2       11,6       14.0'     25  5       25  0       33.8 

lor  domestic  NGL   produced  at  natural  gas 

N.itur,il  G  js.  marketed  TCF 
S.ilurjIGjsLiguids.'  lO'bbI 
Crude  Oil.  lO'bbl 
Coal.  lO' short  ions 
U]0|.  1000  short  tons 

*  US    Bureju   ol  Mines  data 
processing  plants 

_A. 

2010 
2015 
2024 
2039 

rves:    0  8 

84  10 

Jl. 

2053 
2071 
2102 
2173 

0.971    X 

10" 

tee 

C. 

2070 
2093 
2135 
2235 

,  mean 

•  Notjijilable 
Preliminary 


0.9275  X  10'=  ice. 
B:    Tolal  remaining  recoverable  resources:  5.702  to  6.397  x 

10"  ice;  mean  =  6.050  x  10"  tee. 
C:   EffeciivedoublingofB  resources. 

Note:  The  reference  value  for  calculation  is  the  1977  world 
annual  fossil  fuel  production  level  of  8.995  x  IC  ice,  as 
esiimaled  by  the  United  Nations  data  in  WocW  Eneri^ 
Supplies  1972-1976. 


Joseph  D.  Parent 
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SUNSET,  SUNRISE,  AND  RELATED  MEASURES 


WEDNESDAY,  JUNE  20,  1979 

House  of  Representatives, 
Subcommittee  on  the  Legislative  Process 
AND  Subcommittee  on  Rules  of  the  House, 

Committee  on  Rules, 

Washington,  D.C. 

The  subcommittees  met,  pursuant  to  notice,  at  11:10  a.m.,  in 
room  H-313,  the  Capitol,  Hon.  John  J.  Moakley  presiding. 

Present:  Representatives  Moakley,  Long,  Beilenson,  Derrick, 
Lott,  and  Anderson. 

Also  present:  John  J.  Dooling,  counsel;  Patti  Tyson,  counsel,  and 
Michael  Mauldin,  minority  counsel. 

Mr.  Moakley.  The  subcommittees  will  come  to  order. 

OPENING  STATEMENT  OF  HON.  JOHN  J.  MOAKLEY,  CHAIRMAN 
OF  THE  SUBCOMMITTEE  ON  RULES  OF  THE  HOUSE 

Mr.  Moakley.  I  am  especially  pleased  to  convene  the  first  joint 
hearing  conducted  by  the  Subcommittee  on  the  Legislative  Process 
and  the  Subcommittee  on  the  Rules  of  the  House.  Because,  as 
Congressman  Long  has  stressed,  the  jurisdiction  of  the  two  subcom- 
mittees are  so  closely  related,  I  think  this  format  is  particularly 
appropriate  for  handling  our  work  efficiently. 

Several  pieces  of  significant  and  controversial  regulatory  reform 
legislation  have  been  referred  to  our  respective  subcommittees.  The 
Subcommittee  on  the  Legislative  Process  has  already  conducted 
extensive  hearings  on  H.R.  2  and  H.R.  65.  These  bills  would  estab- 
lish procedures  for  the  periodic  review  of  a  major  portion  of  Gov- 
ernment programs. 

The  Subcommittee  on  Rules  of  the  House  has  the  responsibility 
of  investigating,  in  depth,  the  concept  of  a  legislative  veto  as  em- 
bodied in  Mr.  Levitas'  bill,  H.R.  1776,  and  other  related  pieces  of 
legislation. 

All  of  these  bills  are  offered  by  their  proponents  in  response  to  a 
far-reaching  and  popular  sentiment  that  Federal  programs — wheth- 
er they  involve  regulations  or  expenditures— must  reflect  the 
democratic  processes  of  a  constitutional  government. 

These  bills  would  create  a  method  by  which  Congress  could  make 
itself  accountable  for  legislative  and  regulatory  programs  which  it 
has  delegated  to  independent  regulatory  and  executive  agencies. 

Today  we  are  very  honored  to  have  Representative  John  Ander- 
son of  Illinois  testify  on  the  bill  which  he  has  sponsored  in  the 
House,  H.R.  2364.  John  is  a  most  distinguished  member  of  the 
Committee  on  Rules  who  serves  as  the  ranking  minority  member  of 
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the  Subcommittee  on  Rules  of  the  House.  He  brings  a  wealth  of 
experience  to  all  his  undertakings,  and  I  look  forward  to  his  coun- 
sel on  the  matters  before  our  subcommittee. 

Mr.  Anderson's  bill  is  important  in  that  it  joins  two  methods  of 
regulatory  reform  and  oversight-sunset  review  and  the  legislative 
veto.  As  a  matter  of  fact,  the  issues  raised  by  H.R.  2364  suggested 
this  joint  meeting.  We  are  most  interested  to  hear  John's  com- 
ments. 

I  think  at  this  time.  Congressman  Long,  who  is  the  chairman  of 
the  Subcommittee  on  the  Legislative  Process,  has  a  statement. 

Mr.  Long.  Thank  you  very  much,  Chairman  Moakley. 

I  would  just  like  to  welcome  our  distinguished  colleague,  John 
Anderson,  to  the  stand  today.  Mr.  Anderson,  as  all  of  us  who  have 
served  on  the  committee  a  number  of  years  know,  is  a  very  cre- 
ative legislator.  He  has  devoted  a  great  deal  of  study  to  the  institu- 
tional problems  of  the  legislative  branch  and  has  made  many 
thoughtful  recommendations  for  improvements  in  congressional 
procedures.  We  welcome  today  his  suggestions  regarding  regulatory 
reform  as  presented  in  his  bill,  H.R.  2364. 

John  is  a  member  of  both  subcommittees  engaged  in  the  review 
of  H.R.  2364  and  other  measures  to  improve  the  operation  of  regu- 
latory agencies.  We  thus  expect  he  will  be  most  helpful  in  our 
effort  to  develop  legislation  both  to  streamline  regulatory  processes 
and  to  improve  congressional  oversight. 

Mr.  Moakley.  John,  before  we  start,  Congressman  Butler  Der- 
rick has  a  statement  to  make. 

Congressman  Derrick? 

Mr.  Derrick.  Thank  you. 

As  you  know,  I  have  introduced  H.R.  65,  the  Legislative  Over- 
sight Act  of  1979,  the  goal  of  which  is  to  provide  improved  legisla- 
tive oversight  of  all  programs,  and  improved  agency  responsiveness 
to  congressional  intent. 

The  bill  would  require  Congress  to  state  the  objectives  and 
planned  annual  accomplishments  of  legislation  right  in  the  author- 
ization law.  Congress  would  have  to  decide  in  advance  what  the 
key  indicators  of  program  success  are  to  be,  and  include  require- 
ments directly  in  the  legislation  that  agencies  report  annually  on 
their  activities  with  respect  to  the  accomplishments  of  those  spe- 
cifically set  forth  indicators. 

We  do  not  have  a  separate  title  singling  out  regulatory  programs 
or  any  other  programs  for  special  review.  However,  over  time,  H.R. 
65  would  have  a  profound  effect  on  the  behavior  of  regulatory 
agencies,  and  should  enable  Congress  to  prevent  the  development 
of  wasteful,  obsolescent,  and  counterproductive  regulatory  actions. 

When  new  regulatory  activities  are  enacted,  or  when  existing 
regulatory  programs  are  subjected  to  substantial  amendment,  we 
envision  that  the  objectives,  annual  accomplishment  measures,  and 
reporting  requirements  would  be  stated  something  like  this: 

First,  separate  objectives  and  output  measures  would  be  set  forth 
in  the  authorizing  legislation  for  activities  which  benefit  or  protect 
the  consumer  of  the  regulated  product  or  service,  and  which  bene- 
fit or  protect  the  provider  of  the  product  or  service;  and  activities 
primarily  intended  to  benefit  specific  workers  in  specific  industries; 
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Second,  insofar  as  practical,  output  measures  would  include,  but 
not  be  limited  to,  quantitative  matters  demonstrating  monetary 
cost  and  monetary  or  health  and  safety  benefits  to  consumers, 
workers,  and  providers  of  products  or  services  as  a  result  of  each 
authorized  activity.  The  required  cost  measures  would  include  the 
full  costs  to  the  economy  of  each  activity,  including  costs  to  all 
levels  of  Government  and  to  consumers. 

For  activities  which  affect  specific  industries,  the  intended  objec- 
tives and  annual  accomplishments  set  forth  in  the  legislation 
would  identify  who  would  be  affected  by  the  activity.  Output  meas- 
ures would  be  specified  which  would  show  the  quantitative  and 
qualitative  effect  of  the  activity  upon  the  regulated  group,  upon  the 
economy,  and  upon  the  public  and  any  particular  segment  of  the 
public  directly  affected  by  the  regulations,  such  as  the  workers  in  a 
particular  industry. 

Our  bill,  of  course,  does  not  establish  a  timetable  for  the  exami- 
nation of  the  current  activities  of  particular  regulatory  agencies, 
but  would  subject  such  agencies  to  important  new  congressional 
oversight  requirements  whenever  Congress  felt  it  necessary  to 
amend  the  regulatory  authorizing  legislation,  or  whenever  such 
authorizations  are  currently  due  to  expire. 

In  addition,  current  programs  would  have  to  be  considered  under 
the  requirement  to  report  on  interrelated  activities,  whenever  an 
authorization  related  to  an  existing  program  is  introduced. 

I  commend  the  gentleman  from  Illinois,  Mr.  Anderson,  for  his 
work  on  H.R.  2364,  and  his  interest  in  regulatory  problems.  I  think 
we  are  both  working  toward  the  same  goals,  although  the  approach 
under  H.R.  65  would  be  somewhat  different. 

I  look  forward  to  hearing  from  you. 

Thank  you. 

Mr.  MoAKLEY.  John,  we  will  be  glad  to  hear  from  you  at  this 
time. 

STATEMENT  OF  HON.  JOHN  B.  ANDERSON,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  ILLINOIS 

Mr.  Anderson.  Thank  you  very  much,  Mr.  Cochairmen,  mem- 
bers of  the  subcommittee. 

First  of  all,  thank  you  for  the  very  warm  and  gracious  introduc- 
tion that  you  have  just  given,  and  I  am  truly  grateful  that  you 
have  made  special  time  available  so  that  I  can  testify  on  H.R.  2384, 
the  Regulatory  Reform  Act  of  1979,  which  has  been  jointly  referred 
to  your  two  subcommittees. 

Perhaps  before  I  comment  on  the  specifics  of  that  legislation,  you 
would  permit  me  to  offer  just  a  few  observations  on  what  I  perceive 
to  be  the  larger  significance  of  these  joint  hearings  and  what  the 
Rules  Committee  is  trying  to  accomplish. 

Last  July  I  urged,  and  this  year  the  Speaker  and  minority  leader 
proclaimed,  that  this  96th  Congress  should  be  an  oversight  Con- 
gress. Actually,  every  Congress  should  fit  this  description  because 
of  the  continuing  mandates  of  the  Legislative  Reorganization  Acts 
of  1946  and  1970,  the  Committee  Reform  Amendments  of  1974,  and 
the  rules  of  the  House.  But  the  sad  fact  is,  as  we  all  know,  that,  for 
the  most  part,  we  have  continued  to  ignore  these  mandates  in  favor 


538 

of  our  more  attractive  and  what  seemed  to  be  rewarding  legislative 
responsibilities. 

Chairman  Boiling's  Select  Committee  on  Committees  in  the  93d 
Congress  estimated  that  our  committees  only  spend  about  1  per- 
cent of  their  time  on  oversight.  I  doubt  very  much  that  our  over- 
sight record  has  improved  significantly  since  that  time  up  to  the 
present  Congress. 

For  a  variety  of  reasons,  however,  that  situation  is  beginning  to 
turn  around  in  this  96th  Congress — prodding  by  the  leadership, 
inflation,  budgetary  constraints,  public  disillusionment  with  Gov- 
ernment and  its  programs,  and  frustration  with  excessive  Govern- 
ment regulation  and  redtape,  to  name  just  a  few. 

Despite  this  apparent  new  mood  and  willingness  on  the  part  of 
the  Congress  to  take  its  oversight  responsibilities  more  seriously, 
there  continues  to  be  very  substantial  support  in  the  House  for 
creating  new  mechanisms  and  procedures  to  assist  us,  indeed,  to 
force  us,  to  do  a  better  job  of  oversight.  I  would  venture  to  estimate 
that  better  than  half  of  the  House  membership  is  cosponsoring  one 
form  or  another  of  sunset,  legislative  veto,  or  regulatory  reform 
bill.  The  very  fact  that  these  matters  are  being  given  priority 
consideration  by  this  committee  and  its  subcommittees  is  the  clear- 
est indication  that  the  perceived  need  for  such  new  mechanisms  is 
genuine  and  the  support  for  them  continues  to  run  strong.  I  believe 
I  am  correct  that  both  our  party  caucuses  went  on  record  to  that 
effect  at  the  beginning  of  this  Congress. 

This  committee,  on  which  we  have  the  honor  to  serve,  is  the  only 
natural  point  of  confluence  for  all  these  forces  and  proposals  for  we 
are  the  only  committee  of  the  House  which  has  such  broad  jurisdic- 
tion over  the  rules,  procedures,  and  processes  of  this  institution.  So, 
again,  I  want  to  commend  the  chairman  of  the  full  committee  on 
recognizing  the  need  to  proceed  with  these  matters  contemporane- 
ously. It  should  be  obvious  that  any  systems  we  devise  have  to  be 
well  integrated  with  the  budget  and  with  the  authorization  and 
appropriations  process  if  they  are  going  to  succeed. 

As  I  have  reviewed  the  testimony  which  has  already  been  pre- 
sented to  our  subcommittees  on  these  various  proposals,  the  recur- 
ring point  which  is  made  is  that  any  new  oversight  mechanisms 
must  be  flexible,  workable,  and  produce  the  desired  results  with  a 
minimal  amount  of  extra  work.  That  isn't  because  we  are  lazy.  It  is 
because  Members  are  already  overburdened  and  overloaded  and 
have  no  desire,  understandably,  to  take  on  responsibilities  that  are 
going  to  make  their  jobs  all  the  more  difficult.  This  is  one  of  the 
arguments  used  against  these  new  oversight  mechanisms  by  those 
who  feel  most  threatened  by  what  genuine  oversight  might  disclose 
or  alter. 

Such  arguments  should  not  deter  us  from  seeking  ways  to  do  a 
job  we  are  already  legally  mandated  to  do.  But  they  should  give  us 
cause  to  insure  that  the  oversight  reforms  we  propose  are  doable, 
lest  they  be  abandoned  or  ignored  as  so  many  previous  oversight 
mandates  have  been.  That  is  why  it  is  so  imperative  that  they  be 
well  coordinated  with  our  other  responsibilities  and  timetables. 

To  this  end,  I  would  offer  several  suggestions. 

First,  I  would  heartily  endorse  the  suggestion  made  by  Congress- 
man Panetta,  Budget  Office  Director  Rivlin,  and  others  that  we 
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switch  to  a  2-year  authorization  cycle  to  allow  more  time  to  con- 
duct oversight. 

Second,  I  have  offered  two  proposals  in  my  "Open  House  Amend- 
ments"— one,  that  each  committee  establish  a  subcommittee  devot- 
ed exclusively  to  oversight,  and  that  each  committee  formally  de- 
velop and  adopt  an  oversight  agenda  at  the  beginning  of  each 
Congress,  in  consultation  and  cooperation  with  the  bipartisan  lead- 
ership and  the  Government  Operations  Committee. 

This  concept  might  even  be  expanded  to  include  the  adoption  by 
each  House  of  an  oversight  agenda  resolution  reported  from  the 
Government  Operations  Committee  at  the  beginning  of  each  Con- 
gress. Such  an  approach,  coupled  with  more  detailed  oversight 
reporting  requirements  in  our  rules,  might  be  attempted  before  we 
set  a  sunset  timetable  in  statutory  concrete,  either  as  a  dry  run  to 
sunset,  as  we  did  with  the  Budget  Act,  or  as  an  alternative  to  it. 

Such  an  approach  would  give  us  more  flexibility  to  adapt  and 
relate  our  oversight  responsibilities  to  the  most  urgent  legislative 
and  policy  issues  of  the  day  than  a  long-range  timetable  could 
anticipate.  There  would  still  have  to  be  some  built-in  mechanism  to 
insure  that,  over  the  long  haul,  the  sweep  of  such  oversight  agen- 
das would  be  comprehensive  and  that  no  programs  or  agencies 
would  escape  periodic  scrutiny  by  the  Congress. 

Central  to  improving  our  oversight  performance  while  keeping 
our  workload  manageable,  it  seems  to  me,  is  a  comprehensive 
realinement  of  our  committee  jurisdictions  along  more  rational  and 
functional  lines.  I  appreciate  the  fact  that  this  is  a  matter  now 
under  consideration  by  the  Select  Committee  on  Committees.  But  I 
raise  this  matter  because  I  am  disturbed  by  reports  that  I  have 
heard  that  the  select  committee  is  thinking  more  in  terms  of  a 
piecemeal  and  incremental  approach  to  jurisdictional  changes.  This 
would  be  disastrous,  in  my  opinion,  because  it  offers  no  assurance 
that  the  end  product,  after  some  indefinite  period,  will  be  any  more 
rational  than  what  we  now  have.  And,  in  the  interim,  we  will 
continue  to  have  the  kind  of  jurisdictional  disputes  and  duplication 
which  now  plague  us  both  legislatively  and  from  an  oversight 
standpoint. 

While  there  is  probably  no  such  thing  as  a  perfect  committee 
system  and  there  will  always  be  some  overlap  in  jurisdictions  and 
some  oversight  overlap  may  actually  be  an  effective  check  on  com- 
mittees, there  simply  has  to  be  a  better  way  of  doing  things  than  is 
now  the  case.  One  of  the  things  we  could  do  right  now  would  be  to 
empower  the  Speaker  under  our  rules  to  appoint  ad  hoc  select 
committees  on  oversight  for  specific  tasks,  drawing  on  members 
from  the  various  committees  of  jurisdiction,  just  as  he  now  has  the 
power  to  do  so  for  legislative  purposes.  This  could  be  a  great  time- 
saver  both  for  the  Congress  and  the  witnesses  involved.  The  recent 
duplication  of  hearings  on  both  Three  Mile  Island  and  the  DC- 10 
disaster  argues  strongly  in  favor  of  such  an  approach. 

Turning  now  to  the  specific  issues  of  regulatory  oversight  and 
reform,  I  think  there  is  a  particular  interest  in  this  Congress  in 
getting  a  better  handle  on  our  regulatory  bureaucracy  because  the 
evidence  is  mounting  that  we  are  becoming  an  overregulated  soci- 
ety and  that  the  Congress  has  lost  control  of  its  own  regulatory 
creatures.  While  it  is  very  fashionable  to  lambaste  the  unelected 
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bureaucrats  and  regulators  for  all  this,  the  real  blame  lies  at  our 
own  doorstep  for  not  exercising  better  foresight  in  passing  some  of 
these  laws  in  the  first  place,  and  for  not  exercising  better  oversight 
once  they  are  on  the  books.  It  just  won't  do  for  us  to  pass  the  buck 
to  the  "faceless  bureaucrats"  for  all  the  inflationary  costs  and 
redtape  that  are  strangling  our  economy  due  to  Government  regu- 
lations; for  the  most  part  the  bureaucrats  are  only  carrying  out  the 
laws  that  we  passed. 

For  Congress  to  accept  responsibility  for  regulatory  excess  is  only 
the  beginning  of  all  wisdom.  We  must  now  accept  full  responsibili- 
ty for  rectifying  the  situation,  and  that  is  what  all  these  sunset, 
legislative  veto,  and  regulatory  reform  bills  are  all  about. 

I  have  faulted  the  present  administration  for  not  dealing  us  in  on 
its  regulatory  reform  bill.  As  I  read  it,  the  President  has  essentially 
left  it  up  to  the  regulators  to  reform  themselves  by  performing 
cost/benefit  analyses  of  proposed  regulations,  and  periodic  reviews 
of  major  existing  regulations.  I  have  also  faulted  legislative  veto 
bills  alone  for  their  sporadic  hindsight  approach  and  for  losing 
sight  of  the  regulatory  forest  for  the  trees  of  regulations. 

Now,  that  is  not  to  say  that  elements  of  these  two  approaches 
cannot  be  effectively  integrated  into  a  more  comprehensive  regula- 
tory reform  proposal;  I  think  they  can  and  should  be.  But  the 
major  thrust  of  my  Regulatory  Reform  Act,  which  was  authored  by 
Senators  Charles  Percy  and  Robert  Byrd,  is  to  take  the  macroview 
of  our  regulatory  system,  provide  a  systematic  procedure  for  re- 
viewing and  reforming  the  regulatory  system,  and  insuring  that 
this  is  done  by  the  Congress  using  certain  action-forcing  mecha- 
nisms. 

Our  bill  differs  from  H.R.  2,  the  Sunset  Act,  in  that  it  covers 
some  32  agencies  over  an  8-year  period  rather  than  16  agencies 
over  a  10-year  period.  Moreover,  title  V  of  H.R.  2  simply  requires 
the  President  to  submit  regulatory  reform  plans  for  the  affected 
agencies  and  encourages  the  Congress  to  act  on  them.  My  bill 
would  require — and  I  underscore  that  word  "require," — the  Con- 
gress to  act  on  these  plans  or  the  agencies  would  lose  their  authori- 
ty to  promulgate  regulations,  after  August  1  of  the  second  year  in  a 
Congress,  their  authority  to  enforce  existing  regulations  after  Octo- 
ber 1  of  that  same  year,  and  then  would  terminate  the  agencies  by 
the  end  of  the  second  year  if  Congress  has  still  not  enacted  a  plan. 
Now,  let  me  hasten  to  add  that  there  are  safety  valves  in  the  bill  to 
insure  that  essential  health  and  safety  regulations  would  continue 
to  be  enforced  in  the  absence  of  congressional  action. 

I  appreciate  the  fact  that  to  the  extent  that  regulatory  agencies 
are  carrying  out  programs,  which  are  undefined  in  H.R.  2,  those 
programs  would  be  subject  to  the  sunset  provisions  of  title  I  of  that 
bill.  But  not  all  regulatory  activities  can  properly  be  defined  as 
programs,  and  so  many  of  these  activities  would  not  be  touched  by 
the  action-forcing  mechanism  of  H.R.  2. 

Nevertheless,  the  underlying  principle  of  both  the  program  and 
regulatory  sunset  bills  is  the  same:  Unless  the  Congress  is  some- 
how forced  to  exercise  its  oversight  responsibilities  over  these  mat- 
ters in  a  periodic  and  systematic  way,  it  just  won't  be  done.  We 
have  adopted  a  similar  approach  in  our  budget  process  whereby  we 
are  prohibited  from  acting  on  appropriations  bills  until  we  have 
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adopted  aggregate  spending,  deficit,  and  revenue  targets  in  the 
first  budget  resolution.  This  is  what  is  meant  by  an  action-forcing 
mechanism  and  it  too  is  designed  to  insure  that  we  take  a  ma- 
croapproach  to  our  spending  decisions,  just  as  the  sunset  bills  are 
designed  to  insure  that  we  take  a  macroapproach  to  program  and 
regulatory  oversight. 

It  seems  to  me  the  House  has  already  indicated  its  desire  and 
willingness  to  undertake  such  a  comprehensive  and  mandatory 
approach  to  both  program  and  regulatory  oversight  by  the  over- 
whelming cosponsorship  of  these  bills.  It  is  now  for  this  committee 
to  determine  how  this  can  best  be  accomplished  with  minimal 
distortion  and  disruption  to  the  rest  of  the  system. 

We  could  either  strengthen  the  regulatory  provisions  of  H.R.  2  or 
propose  a  separate  regulatory  reform  bill  that  would  incorporate 
elements  from  my  bill,  the  Levitas  bill  and  the  administration's 
bill.  My  own  preference  would  be  for  the  latter  so  long  as  the 
requirements  of  the  separate  bills  are  properly  integrated  both  as 
to  subject  matter  and  workload.  In  any  event,  I  think  this  commit- 
tee is  on  the  right  track  in  considering  these  matters  simultaneous- 
ly, Mr.  Chairman,  and  I  certainly  look  forward  to  working  further 
with  you  on  the  details  of  the  legislation. 

Thank  you. 

Mr.  MoAKLEY.  Thank  you,  John. 

Congressman  Long? 

Mr.  Long.  Thank  you. 

John,  I  congratulate  you  on  your  statement.  These  are  complex 
problems  that  touch  upon  all  the  basic  processes  of  the  House — 
appropriations,  and  budget.  Reform  proposals  to  deal  with  prob- 
lems on  any  single  process  will  have  ramifications  to  the  other 
processes.  Your  testimony  shows  an  appreciation  for  this  complex- 
ity. 

I  also  concur  with  your  observation  that  efforts  to  conduct  over- 
sight by  legislative  committees  are  hampered  by  their  many  other 
time-consuming  responsibilities.  All  of  us  feel  that  problem.  You 
seem  to  suggest  in  your  testimony  that  some  of  the  burdens  on 
committees  may  be  alleviated  through  committee  reorganization. 

I  am  inclined  to  believe  this  also. 

Do  you  feel  that  it  might  be  prudent  for  us  to  await  action  by  the 
Select  Committee  on  Committees'  prior  to  the  Rules  Committee 
arriving  at  any  final  conclusion? 

Mr.  Anderson.  No,  Mr.  Long,  I  don't  really  think  so.  Despite  my 
hope  that  this  fundamental  reorganization  will  take  place,  we  have 
no  way  of  knowing  whether  your  view  and  my  view  will  finally 
obtain  in  this  regard,  and  I  think  the  necessity  for  regulatory 
reform  is  so  paramount  and  so  important  that  we  simply  cannot 
adjourn  this  Congress  sine  die  without  having  taken  some  action. 

Obviously  if  they  could  establish  the  predicate  for  this  action  by 
coming  in  first  with  the  kind  of  reforms  and  the  committee  system 
that  you  and  I  would  both  like  to  see,  that  would  be  the  best  of  all 
worlds,  but  I  think  we  have  to  live  in  the  real  world,  realize  that 
that  probably  will  not  occur,  and  that  therefore  my  judgment  is 
that  we  should  not  defer  action  by  this  committee  on  the  kind  of 
proposals  that  I  have  suggested  are  contained  in  the  various  meas- 
ures now  before  us. 
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Mr.  Long.  John,  please  give  us  the  benefit  of  your  thoughts  with 
respect  to  a  trial  run  prior  to  full  implementation  of  your  proposal. 
A  trial  period  would  get  us  moving  but  not  cast  us  on  an  unalter- 
able course  that  might  be  in  conflict  with  future  changes  in  over- 
sight procedures.  It  does  not  limit  our  ability  to  deal  with  the 
unanticipated  effects  of  these  reforms. 

Mr.  Anderson.  No;  I  don't  believe  I  would  reject  out  of  hand  the 
suggestion  that  you  make,  Mr.  Long.  It  is  one  reason  why  in  my 
statement  I  referred  to  some  of  these  "Open  House  Amendments" 
that  I  have  previously  offered  in  other  Congresses  as  well  as  the 
present  one,  that  would  specifically  set  up  a  formal  mechanism  or 
a  framework  for  the  establishment  of  oversight  subcommittees, 
oversight  agendas,  and  adopting  indeed  maybe  an  overall  very 
comprehensive  resolution  at  the  beginning  of  each  Congress  deal- 
ing with  this  subject. 

So  I  would  not  think  that  your  suggestion  is  one  that  would  be  at 
odds  with  some  of  the  thoughts  that  I  have. 

Mr.  Long.  That  is  my  view.  We  have  to  look  at  these  changes  in 
the  context  of  other  changes,  such  as  your  oversight  proposals.  A 
trial  run  would  give  us  an  opportunity  to  coordinate  any  and  all 
related  reforms  we  make.  My  only  fear,  however,  is  that  trial  runs 
often  suffer  from  a  lack  of  commitment.  My  experience  with  simi- 
lar trial  efforts  has  been  that  many  lose  interest  before  they  have 
been  given  an  adequate  test. 

Mr.  Anderson.  There  is  that  risk,  of  course. 

Mr.  Long.  In  your  statement  you  suggest,  and  I  think  rightly, 
that  much  of  the  blame  with  respect  to  overregulation  lies  at  the 
doorstep  of  Congress  for  not  exercising  better  foresight  in  passing 
some  of  these  laws  that  were  passed. 

Mr.  Derrick's  bill,  H.R.  65,  focuses  on  the  front  end  of  the  legisla- 
tive process  by  requiring  that  a  statement  of  objectives  and 
planned  annual  accomplishments  be  set  forth  in  legislation. 

Do  you  think  that  this  approach  could  be  effective  in  bringing 
about  regulatory  reform? 

Mr.  Anderson.  I  think  it  is  a  very  creative  and  a  very  excellent 
idea.  In  one  breath  now,  we  do  complain,  all  of  us,  about  regulatory 
agencies  that  have  run  amock,  and  then  we  go  back  to  the  original 
statute  and  we  find  that  we  have  delegated  such  extensive  legisla- 
tive power  without  any  real  and  appropriate  guidelines  for  the 
agency  to  follow  that  in  any  debate  over  whether  or  not  they  are 
legally  warranted  and  justified  in  doing  what  they  have  done,  I 
think  we  are  bound  to  lose.  And  his  approach,  his  suggestion,  I 
think  would  be  a  very  valuable  one  to  clearly  set  forth  in  as  precise 
language  as  can  be  employed,  directions  and  guidelines  to  the 
agencies  as  to  what  objectives  they  are  supposed  to  follow  and 
pursue. 

I  think  that  could  become  a  part  of  this  whole  package  that  we 
are  considering. 

Mr.  Long.  Your  proposal  provides  for  the  Department  of  Justice 
to  enforce  regulations  essential  to  public  health  and  safety  should 
the  authority  for  the  relevant  regulatory  authority  terminate.  Is 
this  a  practical  approach? 

Is  it  possible  for  the  Department  of  Justice  to  quickly  absorb 
these  responsibilities? 
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Mr.  Anderson.  I  am  correct  in  my  recollection  of  the  matter  that 
we  do  have  a  specific  provision  in  the  legislation  referred  to  that  I 
have  sponsored  along  with,  as  I  say,  62  others,  speaking  now  about 
H.R.  2364,  that  would  lodge  in  the  Department  of  Justice  the 
authority  to  continue  to  enforce  those  regulations  that  deal  with 
health  and  safety. 

I  think  I  referred  to  that  in  my  prepared  testimony  as  a  safety 
valve,  and  what  I  would  visualize  is  that  that  perhaps  would  be 
only  a  temporary  repository,  a  safety  net,  if  you  please,  to  keep 
these  regulations  from  just  lapsing  and  without  having  the  enfor- 
ceability of  law. 

But  it  might  be  that  then  very  quickly  thereafter  in  the  next 
Congress  we  would  want  to  deal  with  that  and  lodge  that  regula- 
tory authority  in  a  more  appropriate  department  or  agency.  But,  as 
an  initial  safeguard  against  having  a  very  vital  and  necessary 
regulation  that  would  protect  health  and  safety,  simply  go  no- 
where, we  thought  it  best  to  name  the  Department  of  Justice  as 
the  immediate  repository  of  authority.  I  am  not  suggesting  that 
that  would  have  to  be  the  final  solution. 

Mr.  Long.  I  am  afraid  that  would  be  difficult  and  cumbersome. 
However,  I  frankly  don't  know  of  any  other  way  to  handle  it. 
Under  such  circumstances  Justice  would  probably  be  the  best  re- 
pository for  these  functions  during  the  interim. 

Thank  you,  Mr.  Chairman. 

Mr.  MoAKLEY.  Mr.  Beilenson? 

Mr.  Beilenson.  I  don't  have  any  questions,  thank  you,  Mr.  Chair- 
man. 

Just  a  comment  that,  as  I  always  do,  I  found  the  gentleman's 
comments  to  be  most  thoughtful  and  I  commend  him  for  taking  the 
lead  along  with  some  of  our  colleagues  on  this  committee  and  some 
of  our  other  colleagues  in  the  House  in  trying  to  lead  the  way  out 
of  the  wilderness  of  this  particular  area. 

Mr.  Moakley.  Mr.  Derrick? 

Mr.  Derrick.  I  have  no  questions. 

Mr.  Moakley.  I  would  like  to  commend  you  for  your  statement.  I 
think  it  clearly  outlines  the  problems  that  we  have  been  tasked  to 
deal  with  and  suggests  some  interesting  remedies.  The  thing  that 
bothers  me  is  that  the  critics  of  legislative  veto  say,  as  you  pointed 
out  in  your  statement,  that  exercising  a  veto  power  over  agency 
rules  would  be  a  burdensome  task  combined  with  all  the  other 
tasks  that  we  have.  Those  same  critics  also  suggest  that  your 
action-forcing  mechanism  might  be  too  drastic  a  step  to  take  as 
well. 

But  I  personally  think  that  Congress,  either  by  statute  or  over- 
sight, should  force  some  action  in  this  area.  Otherwise  we  will  just 
become  complacent  and  complain  about  the  bureaucracy,  but  do 
nothing  to  solve  the  obvious  problems. 

Mr.  Anderson.  Well,  much  as  we  perhaps  are  loathe  to  admit  it, 
as  Members  of  Congress  we  are  only  human  and  it  is  a  very  human 
failing  that  we  tend  to  procrastinate  on  lots  of  things  unless  we 
have  some  kind  of  deadline  established,  and  I  agree  with  you, 
despite  the  fact  that  it  would  seemingly  cast  additional  burdens 
upon  us,  I  really  can  think  of  no  other  realistic  approach  to  insure 
that  the  job  is  in  fact  accomplished. 
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Mr.  MoAKLEY.  I  think  that  with  an  impending  deadline  for  termi- 
nation, those  agencies  would  be  a  lot  more  accountable  to  Congress 
than  they  are  now.  They  might  even  start  answering  some  of  our 
telephone  calls. 

Mr.  Anderson.  You  raised  a  very  interesting  point,  Mr.  Moakley. 
I  think  there  is  a  deterrent  effect  as  well  as  therapeutic  or  a 
curative  effect  of  this  legislation.  I  think  it  could  serve  to  deter 
maybe  overly  zealous  administrators  from  arrogating  to  themselves 
more  power  than  Congress  ever  intended  they  should  have. 

Mr.  Moakley.  Congressman,  once  again  on  behalf  of  the  subcom- 
mittees, I  thank  you  for  your  very  excellent  testimony  this  morn- 
ing. 

Mr.  Anderson.  Thank  you,  Mr.  Chairman. 

Mr.  Moakley.  The  subcommittees  will  recess  until  2  o'clock, 
when  we  will  then  hear  from  a  panel  of  witnesses. 

[Whereupon,  at  11:40  a.m.,  the  subcommittees  were  recessed,  to 
reconvene  at  2  p.m.,  the  same  day.] 

AFTER   RECESS 

Mr.  Moakley.  The  subcommittees  will  come  to  order. 

As  I  mentioned  this  morning  in  the  introduction  to  our  briefing 
by  Congressman  Anderson  of  Illinois,  this  is  the  first  joint  hearing 
conducted  by  the  Subcommittee  on  Rules  of  the  House. 

I  am  sure  that  this  is  just  the  beginning  of  a  continuing  coopera- 
tive effort  of  our  members  and  staffs,  particularly  in  our  common 
legislative  endeavors. 

Both  the  Subcommittee  on  the  Legislative  Process  and  the  Sub- 
committee on  Rules  of  the  House  are  responsible  for  conducting 
hearings  on  major  pieces  of  legislation  which  have  been  offered  in 
response  to  the  popular  demand  for  regulatory  reform. 

The  Subcommittee  on  the  Legislative  Process  has  already  held 
extensive  hearings  on  H.R.  2,  H.R.  65,  and  H.R.  2364,  all  of  which 
incorporate  some  form  of  program  review,  either  through  the  auto- 
matic termination  of  programs,  limited  authorizations  or  independ- 
ent studies  by  Congress  and  the  Executive. 

The  Subcommittee  on  Rules,  during  the  next  few  months,  will 
begin  its  own  indepth  study  of  the  legislative  veto,  clearly  one  of 
the  most  controversial  forms  of  regulatory  reform  now  being  con- 
sidered by  the  Congress.  Despite  the  current  interest,  forms  of 
legislative  veto  have  been  with  us  since  the  administration  of 
Franklin  Roosevelt.  There  are  even  some  who  would  argue  that  a 
legislative  veto  can  be  found  in  the  statute  creating  the  Office  of 
the  Secretary  of  the  Treasury  which  was  enacted  in  1789. 

We  are  most  fortunate  to  have  with  us  today  representatives  of 
several  of  the  independent  regulatory  and  executive  agencies  to 
share  their  views  with  us.  We  will  soon  hear  from: 

Peter  Petkas,  the  Director  of  the  Regulatory  Council; 

Charles  Ferris,  the  Chairman  of  the  Federal  Communications 
Commission; 

Ms.  Susan  King,  Chairman  of  the  Consumer  Product  Safety  Com- 
mission; 

Cressworth  Lander,  Managing  Director  of  the  Civil  Aeronautics 
Board; 
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Virginia  Mae  Brown,  Vice  Chairman  of  the  Interstate  Commerce 
Commission; 

Joseph  Parker,  Chairman  of  the  International  Trade  Commis- 
sion; and 

Roberta  Karmel,  Commissioner,  Securities  and  Exchange  Com- 
mission. 

Their  varied  perspectives  on  the  important  issues  raised  by  these 
bills  are  vital  to  us  as  legislators  if  we  are  to  make  reasoned 
judgments  on  the  methods  to  be  used  in  reforming  the  bureauc- 
racy. 

I  think  all  Members  of  Congress  are  aware  of  the  widespread 
outpouring  of  dissatisfaction  with  Federal  regulations.  Whether  the 
method  proposed  for  making  the  bureaucracy  more  accountable  is 
sunset,  sunrise,  legislative  veto  or  a  combination  of  these — they  are 
all  variations  of  a  common  theme — that  Congress  must  assume 
responsibility  for  the  regulatory  activities  of  Government. 

Hopefully  the  witnesses  who  will  appear  this  afternoon  will  pro- 
vide us  with  their  insights  on  how  these  various  methods  of  review 
will  affect  their  operations  and — more  importantly — how  we  in 
Congress  can  make  the  regulatory  process  more  responsive,  ac- 
countable, and  faithful  to  its  legislative  mandate. 

Our  focus  this  afternoon  will,  of  course,  be  H.R.  2,  H.R.  65,  and 
H.R.  2364.  Legislative  veto,  for  this  hearing,  is  a  tangential  issue, 
but  one  which,  nevertheless,  must  be  placed  in  its  proper  context 
within  the  framework  of  regulatory  reform. 

At  this  time  I  would  like  to  introduce  for  a  statement  Congress- 
man Gil  Long. 

STATEMENT  OF  HON.  GILLIS  W.  LONG,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  LOUISIANA,  CHAIRMAN  OF 
THE  SUBCOMMITTEE  ON  THE  LEGISLATIVE  PROCESS 

Mr.  Long.  Thank  you.  Chairman  Moakley. 

It  is  a  pleasure  to  join  with  the  Subcommittee  on  Rules  of  the 
House  in  considering  measures  to  promote  regulatory  reform.  Our 
two  subcommittees  have  common  mandates,  the  foremost  of  which 
is  the  improvement  of  congressional  oversight.  The  Subcommittee 
on  the  Legislative  Process  is  considering  measures  to  improve  pro- 
gram review,  while  the  Subcommittee  on  Rules  of  the  House  is 
studying  proposals  for  congressional  review  of  agency  rulemaking. 

Our  common  focus  must  be  to  look  at  the  impact  that  such 
changes  are  going  to  have  on  the  legislative  process  and  on  the 
capacity  of  this  institution  to  perform  its  primary  legislative  duties 
in  a  responsible  and  timely  way. 

Our  good  friend.  Dr.  Walter  Kravitz  of  the  Congressional  Re- 
search Service  recently  told  a  story  during  a  briefing  to  our  sub- 
committee that  I  believe  is  appropriate  today. 

The  story  tells  of  a  scientific  experiment  to  determine  whether  or 
not  a  cockroach  could  hear.  The  scientist  carefully  removed  the 
legs  of  the  cockroach  and,  after  removing  each  one  of  the  legs,  he 
ordered  the  cockroach  to  jump,  which  the  cockroach  did.  But,  after 
he  removed  the  last  leg  of  the  cockroach,  the  cockroach  failed  to 
respond  to  the  command  to  jump.  The  scientist  returned  to  his 
desk  and  wrote  up  a  report  concluding  that  if  you  remove  all  the 
legs  of  a  cockroach  it  will  become  stone  deaf. 
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Dr.  Kravitz  used  this  story  to  illustrate  the  fact  that  you  have  to 
ask  the  right  questions  to  reach  appropriate  conclusions.  The  story 
also  illustrates  the  fact  that  we,  as  legislators,  must  anticipate  the 
ramifications  of  changes  to  the  legislative  process.  The  authoriza- 
tion and  appropriation  processes  in  the  House  are  very  close  to 
being  overloaded.  Our  two  subcommittees  have  an  opportunity  to 
coordinate  our  study  of  these  important  proposals.  We  need  to 
consider  what  the  effects  of  these  measures  will  be  on  the  House 
and  its  procedures.  I  look  forward  to  continued  coordination  and 
cooperation  between  our  two  subcommittees. 

We  are  pleased  to  have  these  distinguished  witnesses  present 
their  views  today. 

Mr.  MoAKLEY.  Thank  you  very  much,  Congressman  Long. 

The  first  witness  the  committee  will  hear  from  is  Mr.  Peter 
Petkas,  Director  of  the  Regulatory  Council. 

STATEMENT  OF  PETER  J.  PETKAS,  DIRECTOR,  THE 
REGULATORY  COUNCIL 

Mr.  Petkas.  Thank  you.  Thank  you  very  much,  Mr.  Moakley  and 
Mr.  Long. 

I  am  pleased  to  be  here  today  to  have  an  opportunity  to  comment 
on  the  regulatory  review  provisions  of  the  three  bills,  H.R.  2,  the 
Sunset  Act  of  1979,  H.R.  2364,  the  Regulatory  Reform  Act  of  1979, 
and  H.R.  65,  the  Legislative  Oversight  Act  of  1979,  all  of  which 
both  subcommittees  are  considering. 

The  administration  strongly  supports  regulatory  reform  because 
the  time  has  come  to  end  the  longstanding  neglect  in  management 
of  Federal  regulation.  Our  program  has  two  elements. 

First,  we  are  working  to  make  the  process  of  administering  the 
regulatory  statutes  responsive  and  efficient.  The  Regulatory  Coun- 
cil was  established  as  part  of  this  effort.  Our  goal  is  to  identify 
areas  of  conflict  and  overlap  among  rules  and  to  help  coordinate 
the  development  of  new  regulation  throughout  the  Government. 

I  should  say  at  this  point  that  the  Regulatory  Council  is  made  up 
of  all  of  the  executive  agencies  that  have  substantial  regulatory 
authority  and,  to  the  extent  they  are  willing  to  participate,  and 
most  do,  the  independent  regulatory  agencies,  including  those  who 
are  represented  here  today. 

The  President's  reform  effort  includes  the  comprehensive  regula- 
tory reform  proposal  contained  in  H.R.  3263  which  would  expand 
the  requirements  of  the  Executive  Order  12044  to  independent 
agencies,  make  delay-reducing  changes  in  the  Administrative  Pro- 
cedure Act,  and  reform  the  selection  and  evaluation  process  for 
administrative  law  judges. 

Second,  we  are  working  with  Congress  to  improve  the  underlying 
regulatory  statutes.  For  example,  we  are  working  this  year  on 
trucking,  rail,  banking,  and  communications  legislation. 

Sunset  legislation  is  critical  to  this  second  focus.  It  will  help 
insure  that  regulatory  programs  are  periodically  reviewed.  By  es- 
tablishing a  schedule  for  these  reviews,  sunset  will  provide  the 
advance  notice  needed  to  permit  the  extensive  research  and  plan- 
ning required  for  any  major  reform. 

We  believe  airline  regulation  is  an  example  of  an  area  where 
sunset  legislation  would  have  contributed  to  regulatory  reform. 
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The  Civil  Aeronautics  Board's  regulatory  program  had  stifled  com- 
petition in  our  judgment  and  increased  prices  for  years.  A  sched- 
uled sunset  review  could  have  focused  attention  on  this  problem 
long  ago  and  expedited  reform.  In  its  first  year,  airline  deregula- 
tion saved  consumers  $2y2  billion,  but  all  the  savings  could  have 
come  earlier  and  we  could  have  saved  more. 

Mr.  W.  Bowman  Cutter,  Executive  Associate  Director  of  the 
Office  of  Management  and  Budget  has  testified  before  this  commit- 
tee and  outlined  the  administration's  support  for  general  sunset 
legislation.  I  will  not  repeat  his  testimony. 

The  key  elements  of  effective  sunset  legislation  are:  First,  pro- 
gram authorization  limited  to  a  fixed  period,  and  second  a  schedule 
for  program  reviews  to  provide  advance  planning  and  insure  that 
related  programs  are  examined  simultaneously.  Now  I  will  address 
the  specific  components  of  each  bill  within  the  context  of  these 
essential  elements. 

LEGISLATIVE   PROPOSALS:    H.R.    2,   SUNSET  ACT  OF    1979 

H.R.  2  provides  a  structure  for  periodic  review  that  we  support. 
In  particular  it  would  make  the  regulatory  programs  subject  to  10- 
year  authorizations  and  would  schedule  those  reauthorizations  so 
that  related  programs  are  reexamined  together.  The  criteria  for 
review  outlined  in  title  III,  identification  of  program  objectives, 
programs  that  conflict  or  overlap,  benefits  of  a  program,  et  cetera, 
are  similar  to  those  we  use  at  the  Regulatory  Council  in  conducting 
ongoing  studies  of  Federal  regulation. 

The  requirement  that  related  programs  be  reviewed  simulta- 
neously is  particularly  important.  Many  of  the  problems  of  existing 
Federal  regulation  are  due  to  the  failure  to  develop  rules  that 
recognize  the  goals  of  other  programs  regulating  a  particular 
sector.  The  sunset  concept  and  the  structure  of  sunset  review  con- 
tained in  these  two  titles  of  H.R.  2  would  require  this  considera- 
tion. The  institution  of  sunset  requirements  is  likely  to  improve  the 
entire  regulatory  process  for  most  agencies.  Constant  self-evalua- 
tion, in  anticipation  of  the  scheduled  reauthorization,  would  contin- 
ually improve  agency  performance.  We  would  welcome  the  addition 
of  this  sort  of  sunset  review. 

There  are  two  provisions  of  the  bill  which  we  feel  are  unneces- 
sary: 

Title  IV,  establishing  a  Citizen's  Commission  on  the  Organization 
and  Operation  of  the  Government;  and 

Title  VI,  which  imposes  extensive  new  reporting  requirements  on 
the  President.  These  provisions  appear  to  be  counterproductive  by 
increasing  paperwork  and  delay  without  any  clear  benefit. 

I  will  now  focus  on  title  V,  the  regulatory  sunset  title.  Title  V 
requires  the  President  to  submit  an  analysis  and  legislative  reform 
package  for  selected  regulatory  agencies  to  each  Congress.  This 
would  provide  an  addition  to  the  basic  sunset  review — agency-by- 
agency  analysis  initiated  through  Presidential  reports.  While  we 
support  the  comprehensive  approach  contained  in  titles  I  and  III 
which  include  regulatory  programs  by  definition,  the  additional  in- 
depth  agency  analysis  required  by  title  V  may  also  be  useful.  The 
title  creates  a  mechanism,  the  Presidential  report,  that  will  help 
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focus  the  analysis  of  a  particular  agency  to  insure  systematic 
review  of  Federal  regulations  to  identify  those  rules  and  programs 
that  are  no  longer  necessary  or  that  require  substantial  change. 
If  title  V  is  to  be  retained,  we  recommend  that  it  be  adjusted  to 
give  the  President  more  flexibility  on  the  timing  and  focus  of  his 
reports.  In  addition,  there  are  several  other  difficulties  to  which 
0MB  has  suggested  language  changes,  and  we  would  hope  that 
they  and  the  agencies  would  continue  to  work  with  the  committee 
on  these. 

H.R.    2364,   REGULATORY   REFORM   ACT  OF   1979 

H.R.  2364  provides  for  a  scheduled  cyclical  review  of  regulatory 
agency  programs  only.  As  I  noted  earlier,  we  feel  that  the  govern- 
mentwide  sunset  program  contained  in  H.R.  2  is  a  more  appropri- 
ate approach.  H.R.  2  provides  that  Federal  regulatory  programs 
must  be  analyzed  in  conjunction  with  other  Federal  programs  in 
the  same  functional  area.  This  approach  allows  Congress  to  exam- 
ine the  total  impact  of  Federal  programs  on  a  particular  sector. 
The  Regulatory  Council  also  conducts  comprehensive  sectoral  anal- 
yses assessing  the  total  impact  of  Federal  programs  as  well  as 
Federal  regulation. 

H.R.  2364,  in  contrast  to  the  comprehensive  approach,  only  ex- 
amines Federal  regulatory  programs  and  consequently  does  not 
undertake  the  necessary  review  of  all  other  Federal  activity  in  that 
functional  area.  For  example,  in  the  area  of  ground  transportation 
H.R.  2364  would  require  Presidential  review  of  the  Interstate  Com- 
merce Commission  by  1983,  but  would  not  provide  for  review  of  the 
ground  transportation  programs  of  the  National  Highway  Traffic 
Safety  Administration  until  1987.  Clearly  related  programs  should 
be  reviewed  at  the  same  time. 

Under  H.R.  2,  all  related  programs,  both  regulatory  and  nonre- 
gulatory,  would  be  reviewed  constantly  and  simultaneously.  Conse- 
quently, the  ICC  and  NHTSA  programs  would  be  analyzed  in  con- 
junction with  other  Federal  programs  related  to  ground  transporta- 
tion. Similarly  H.R.  2  would  provide  for  concurrent  review  of  all 
air  transportation  programs  including  the  separate  regulatory  pro- 
grams of  the  CAB  and  FAA. 

If  both  H.R.  2  and  H.R.  2364  were  enacted,  the  separate  provi- 
sions requiring  regulatory  agency  review  would  either  create  con- 
flicting and  overlapping  procedures  or  would  substantially  dimin- 
ish the  value  of  the  comprehensive  sunset  legislation  by  treating 
regulatory  agencies  separately. 

I  would  urge  that  the  committee  adopt  only  the  comprehensive 
approach  of  H.R.  2. 

Moreover,  H.R.  2364  contains  a  much  more  complex  termination 
mechanism  than  does  H.R.  2.  We  think  this  mechanism  needs 
improvement.  It  could  have  a  devastating  impact  on  many  of  our 
regulatory  programs  as  we  now  read  H.R.  2364's  termination  mech- 
anism. 

H.R.    65,   LEGISLATIVE  OVERSIGHT  ACT  OF   1979 

H.R.  65  has  the  praiseworthy  goal  of  eliminating  unnecessary 
and  useless  Federal  programs.  The  bill  uses  a  different  approach 
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from  the  other  bills  you  are  considering  today  by  requiring  specific 
setting  of  program  objectives,  up  front,  so  to  speak,  a  system  to 
monitor  the  achievement  of  those  objectives,  and  periodic  review  of 
new  authorization  and  tax  expenditures.  This  bill  deserves  full 
consideration  by  the  committee  because  it  correctly  identifies  the 
need  to  set  and  assess  program  objectives  on  a  regular  basis,  and  it 
has  the  additional  benefit  of  starting  the  review  process  or  building 
the  review  process  into  the  underlying  legislation  at  the  beginning 
of  its  implementation. 

Each  of  these  bills  being  considered  today  tries  to  address  the 
important  problem  of  developing  effective  regulatory  processes. 
The  general  sunset  concept  of  periodic  review  of  all  Federal  pro- 
grams should  be  supplemented  by  the  requirement  for  intensive 
review  of  regulatory  agencies.  This  provides  the  crucial  analysis 
phase  of  an  effective  sunset  program. 

There  are  at  least  two  methods  of  intensive  review  that  appear 
to  be  promising.  The  first  is  the  mechanism  in  title  V  of  H.R.  2 
which  I  discussed  earlier.  Another  is  Senator  Kennedy's  "High 
Noon"  proposal  in  S.  1291.  The  proposal  was  introduced  very  re- 
cently and  we  have  not  had  a  chance  to  extensively  analyze  all  of 
its  provisions.  The  bill's  provisions  providing  for  an  automatic  dis- 
charge mechanism  if  a  committee  fails  to  act  on  a  Presidential 
reform  proposal  submitted  pursuant  to  the  bill  is  also  a  useful  way 
to  insure  consideration  of  the  reform  plan.  This  provision  has  the 
same  goal  as  title  V  of  H.R.  2  and  deserves  consideration  as  an 
alternative.  However,  neither  approach  can  substitute  for  the  basic 
sunset  framework  of  periodic  reauthorizations  of  all  programs  on  a 
set  schedule. 

The  entire  area  of  intensive  program  review  deserves  the  ex- 
tended analysis  of  this  committee.  It  is  important  that  proposals 
such  as  title  V  of  H.R.  2  and  the  "High  Noon"  provision  guarantee 
the  President  adequate  flexibility  on  timing  and  emphasis  of  the 
required  reports.  That  would  be  our  major  recommendation  for 
change  in  title  V  of  H.R.  2;  that  is,  to  give  the  President  flexibility 
to  focus  specific  agency  reviews  on  a  time  schedule  that  makes 
sense  in  terms  of  administration  priorities  and  resources. 

I  want  to  touch  briefly  on  the  legislative  veto  process  which  I 
realize  will  be  the  subject  of  further  discussions  by  this  committee. 

We  are  strongly  opposed  to  legislative  veto  both  in  its  broad 
generic  form  and  as  a  specific  provision  in  authorizing  legislation. 
As  the  representative  of  the  Regulatory  Council,  my  strongest  ob- 
jection to  the  concept  of  congressional  veto  is  that  it  prevents  or 
delays  genuine  regulatory  reform.  Congress  is  currently  consider- 
ing a  number  of  bills  that  would  provide  solutions  to  serious  regu- 
latory problems  instead  of  postponing  the  hard  decisions  about  the 
particular  requirements  of  the  underlying  statutes.  Congress  has 
the  power  to  pass  a  law  reforming,  eliminating,  or  improving  an 
inadequate  underlying  statute.  Instead,  the  legislative  veto  simply 
raises  serious  constitutional  questions  but  does  nothing  to  solve  the 
root  problem. 

I  find  that  the  most  common  objection  raised  by  the  business 
community  and  the  public  about  the  Federal  Government  is  the 
enormous  delay  and  inefficiency  in  the  regulatory  process.  How- 
ever, legislative  veto  will  increase  delay  and  inefficiency.  Every 
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agency  rule  would  be  delayed  6  to  9  months  by  the  requirement  of 
90  days  of  continuous  consideration  by  Congress,  contained  in 
many  legislative  veto  proposals.  Even  after  the  long  delay,  a  con- 
gressional veto  will  give  no  guidelines,  give  no  alternatives,  and 
give  no  standards  for  agency  action.  Rather,  the  agency  is  faced 
with  the  dilemma  of  having  to  produce  a  new  regulation,  which 
itself  will  be  subject  to  similar  delay  and  possible  rejection,  but 
with  no  more  information. 

Legislative  veto  will  also  provide  another  opportunity  for  those 
opposed  to  the  social  goals  of  a  particular  program  to  prevent  or 
delay  its  implementation  despite  the  previous  congressional  consen- 
sus. In  addition,  this  review  process  will  put  an  enormous  burden 
on  Congress  as  an  institution.  Examination  of  the  nearly  7,000 
regulations  issued  annually  will  require  a  dramatic  increase  in 
staff  resources.  That  includes  examination  simply  to  identify  the 
ones  that  really  are  important.  Also,  review  of  all  regulations  will 
divert  Congress'  attention  from  other  matters  including  compre- 
hensive review  of  agency  programs  of  the  sort  that  would  be  re- 
quired under  sunset  legislation. 

Finally,  legislative  veto  would  fundamentally  change,  in  a  nega- 
tive way,  the  decisionmaking  process.  Congress  has  decided  that  in 
particular  areas,  environment,  workplace  safety,  et  cetera,  the  deci- 
sionmaking function  should  be  delegated  to  agencies  possessing  a 
high  degree  of  technical  expertise  in  their  area.  A  legislative  veto 
provision  shifts  the  decisionmaking  process  away  from  the  agency 
Congress  delegated  it  to,  back  to  particular  congressional  subcom- 
mittees. Consequently,  regulations  will  begin  to  be  strictly  political 
compromises  rather  than  attempts  to  carry  out  the  congressional 
mandate. 

To  a  great  extent,  of  course,  all  Government  activity  involves 
political  compromise,  but  this,  in  our  judgment,  will  drain  from 
that  process  the  value  of  the  expertise  that  regulatory  agencies  can 
provide. 

The  change  in  decisionmaking  would  also  have  the  undesirable 
effect  of  reducing  public  participation  in  the  rulemaking  proce- 
dures since  the  reviews  conducted  by  subcommittees  under  the 
legislative  veto  proposals  would  not  be  subject  to  the  Administra- 
tive Procedures  Act  and  other  such  provisions  to  increase  due 
process  in  the  process  of  rulemaking. 

Mr.  Chairman,  this  concludes  my  prepared  statement.  I  welcome 
the  committee's  interest  in  program  review  and  I  look  forward  to 
working  with  the  committee  to  develop  other  constructive  methods 
for  regulatory  reform. 

I  urge  the  committee  to  continue  to  address  these  fundamental 
issues  rather  than  resort  to  inadequate  and  unproductive  legisla- 
tive veto  measures.  I  hope  my  remarks  have  been  helpful  and  I 
would  be  pleased  to  respond  to  your  questions. 

Mr.  MoAKLEY.  Thank  you,  Mr.  Petkas.  I  appreciate  your  sharing 
your  remarks  with  the  committee  here. 

As  I  understand  it,  the  object  of  your  regulatory  council  is  to 
soften  the  inflationary  impact  of  regulation  on  business  and  to 
coordinate  the  activities  of  regulatory  agencies  so  there  is  no  dupli- 
cation or  overlap.  Is  that  so? 
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Mr.  Petkas.  That  is  right.  To  a  large  extent  we  are  experiment- 
ing with  the  concept  of  bringing  the  poHtically  accountable  offi- 
cials, the  agency  heads,  together  in  a  forum  which  would  permit 
them  to  coordinate  their  activities  more  effectively. 

Coordination  is  a  very  common  word  in  government.  We  have 
meetings  all  the  time  that  purport  to  be  coordinating  our  activities. 
Our  sense  is  that  a  good  deal  of  the  effort  is  not  focused  on  the 
accountable,  the  Presidentially  appointed  officials  who  are  respon- 
sible for  the  programs.  Most  coordination  is  bilateral  at  the  staff 
level  and  in  many  critical  areas  we  fear  our  agency  heads  don't 
have  the  opportunity  in  a  regular  way  to  address  policy  questions 
in  a  common  fashion,  which  is  the  source  of  some  of  our  major 
coordinating  problems 

Mr.  MoAKLEY.  Does  the  Council  have  any  power  to  require  that 
your  suggestions  be  followed  by  these  regulatory  agencies? 

Mr.  Petkas.  No;  our  purpose  is  to  keep  the  President  informed  of 
how  the  officials  who  are  accountable  to  him  for  coordinating  and 
making  their  programs  consistent  with  his  policies  are  working, 
and  to  preserve  the  responsibility  of  the  agency  heads  in  managing 
their  own  programs  while  insuring,  from  the  President's  perspec- 
tive, that  they  pay  attention  to  these  issues  of  conflict  and  dis- 
agreement. 

Mr.  MoAKLEY.  So  if  you  find  an  agency  promulgating  a  regula- 
tion that  is  inflationary,  all  you  can  do  is  say  that  you  don't  think 
it  is  a  good  idea  and  then  notify  the  President? 

Mr.  Petkas.  That  is  right. 

Mr.  MoAKLEY.  You  have  no  way  to  stop  it? 

Mr.  Petkas.  The  President  has  at  his  disposal  a  number  of 
instruments  which  he  can  use  to  accomplish  that — the  Office  of 
Management  and  Budget,  Mr.  Kahn's  office,  the  Domestic  Policy 
staff.  Our  mission  is  not  to  duplicate  existing  resources  in  the 
Executive  Office,  but  to  provide  a  bridge  among  those  agencies  to 
do  a  better  job  of  what  he  has  assigned  them  to  do. 

Regulatory  agency  heads  have  basically  two  missions,  as  we  see 
it,  to  carry  out  the  congressional  mandates,  which  sometimes  them- 
selves are  in  conflict,  and  to  carry  out  the  President's  commitment 
to  make  the  regulatory  process  less  burdensome  and  less  confusing 
to  the  people  who  have  to  deal  with  it. 

Mr.  MoAKLEY.  So  you  can't  veto  any  rule  of  a  regulatory  agency. 
Don't  you  feel  that  if  the  legislative  veto  were  available  to  Con- 
gress and  you  suggested  that  some  regulatory  agency  was  exceed- 
ing its  power  or  issuing  an  inflationary  rule  out,  that  they  might 
be  more  amenable  to  your  suggestions  particularly  if  they  knew 
that  after  reading  your  advisory  that  Congress  might  end  up  veto- 
ing the  offending  rule  anyway? 

Mr.  Petkas.  I  think  that  would  be  true  if  it  were  clear  that  the 
legislative  process  is  the  appropriate  process  to  review  agency  rules 
in  that  fashion.  We  really  believe  that  the  basic  administrative 
responsibility  and  Executive  responsibility  ought  to  reside  in  the 
executive  agencies,  which  are  accountable  to  the  President,  and,  of 
course,  the  independent  regulatory  agencies  are  also  accountable  to 
the  Congress  in  a  more  direct  way. 

Mr.  MoAKLEY.  I  think  if  you  were  sitting  on  the  floor  of  the 
Congress,  there  wouldn't  be  too  many  days  that  would  go  by  before 
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you  would  hear  Members  complaining  that  they  think  the  regula- 
tory agencies  are  exceeding  their  authority  and  writing  something 
into  the  regulations  that  we  never  intended  in  the  law. 

Mr.  Petkas.  I  think  if  that  is  the  case,  there  are  appropriate 
remedies  available  already  which  perhaps  aren't  being  exercised 
adequately.  I  think  sunset  is  one  remedy  for  that,  that  is,  to  review 
those  programs  and  how  they  have  been  implemented  in  a  system- 
atic way,  and  also  judicial  review  is  a  way. 

Mr.  MoAKLEY.  I  think  you  are  going  to  find  that  this  Congress 
will  live  up  to  its  name  as  "the  oversight  Congress"  even  though  it 
might  be  a  burdensome  task.  In  order  to  do  this,  we  will  have  to 
look  at  some  of  the  regulations  and  the  way  they  have  been  drafted 
to  see  if  they  are  within  the  legislative  mandate  of  the  enabling 
statute.  This  is  not  a  very  sexy  thing  and  we  don't  delight  in  doing 
it,  but  I  think  you  are  going  to  find  that  many,  many,  many  hours 
of  congressional  committees'  time  will  be  spent  this  way.  I  think 
we  are  ready  for  the  task. 

However,  we  would  like  to  have  all  the  help  we  can  get  to  insure 
that  we  are  putting  together  the  most  effective  piece  of  legislation. 

Mr.  Petkas.  We  don't  at  all  disagree  that  the  subcommittees 
responsible  for  legislation  that  generates  rules  ought  to  carefully 
look  at  those  rules  and  ought  to  hold  agency  heads  accountable  for 
acting  within  the  law  in  the  normal  review  process. 

Our  concern  is  with  that  particular  mechanism,  and  we  are 
willing  to  work  with  you,  as  all  our  agencies  are,  I  believe,  to 
fashion  a  system  that  will  focus  attention  on  the  larger  issues. 

We  are  concerned  that  if  the  Executive  Office  and  agencies  re- 
sponsible for  regulatory  programs  pay  most  of  their  attention  to 
the  large  controversial  regulations  that  come  up  every  day,  that  we 
will  lose  sight  of  the  system.  We  will  focus  on  the  trees  and  miss 
the  forest  because  really  there  are  systemic  problems  with  some  of 
our  regulatory  programs  that  need  to  be  addressed. 

Sunset,  as  I  said  in  connection  with  airline  regulation,  will  help 
us  address  those.  Legislative  veto  may  draw  all  of  our  attention 
away  from  the  larger  questions. 

Mr.  MoAKLEY.  When  your  council  makes  a  recommendation  to  a 
regulatory  agency,  do  you  also  notify  the  President? 

Mr.  Petkas.  When  it  is  appropriate,  frankly. 

Mr.  Moakley.  Would  you  give  us  an  example  of  what  would 
happen  if  you  found  that  there  was  duplication  in  the  rules  issued 
by  a  couple  of  agencies  or  if  they  were  promulgating  inflationary 
regulations? 

Mr.  Petkas.  We  announced  last  week  the  establishment — it 
hasn't  been  fully  implemented  yet — the  establishment  of  a  stand- 
ing coordinating  committee  on  the  automobile  industry  made  up  of 
the  Presidential  appointees  who  head  regulatory  programs  and 
other  programs  that  directly  affect  that  industry.  Our  staff  will 
prepare  for  that  group  of  regulators,  independent  of  their  own  staff 
in  a  sense,  an  outline  of  the  regulatory  issues  that  the  group  of 
them  will  be  facing  over  the  next  2  to  3  years. 

Simultaneously,  we  will  advise  the  President.  He  has  asked  us  to 
advise  him  of  the  major  regulatory  issues  that  will  affect  the 
automobile  industry.  We,  in  connection  with  the  agency  staffs,  will 
monitor  the  progress,  their  collective  progress,  in  working  out  the 
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conflicts  that  arise  or  issues  that  need  resolution  as  the  year  goes 

by. 

Wherever  there  is  a  conflict  that  needs  to  be  addressed  by  the 
President  because  we  can't  get  an  agreement  among  agency  heads, 
the  issue  will  go  to  the  President. 

So  the  point  is,  we  are  creating  a  mechanism  that  does  not  now 
exist  for  those  men  and  women  to  work  out  their  differences  and  to 
understand  among  themselves  what  the  cumulative  impact  of  their 
parallel  efforts  is,  and  if  they  have  differences  that  aren't  being 
resolved  to  work  it  out. 

Too  often  today  those  conflicts  don't  become  apparent  until  it  is 
too  late  to  do  anything  about  them,  until  a  point  is  reached  at 
which  commitments  have  been  made  that  make  it  extremely  diffi- 
cult for  an  agency  head  to  change  a  course. 

If  we  get  them  involved  in  these  potential  conflicts  earlier  and 
get  them  resolved  or  get  them  to  the  President,  if  that  is  appropri- 
ate, we  can  avoid  the  problem.  Granted,  this  is  an  experiment.  We 
don't  think  it  has  been  tried  before  in  quite  this  way.  We  think  it 
will  work.  If  it  doesn't  work,  then  we  are  prepared  to  try  another 
mechanism  to  disestablish  the  Regulatory  Council  for  that  matter 
if  it  is  not  going  to  work  to  address  those  kinds  of  problems. 

Mr.  MoAKLEY.  Would  your  proposed  mechanism  require  you  to 
notify  the  oversight  committee  of  the  Congress,  as  well  as  the 
President  and  the  regulatory  agency  concerned? 

Mr.  Petkas.  As  a  matter  of  fact,  in  each  of  our  projects,  in  each 
of  our  activities,  we  have  consulted  with  varying  degrees  of  detail, 
depending  on  the  status  of  the  project,  with  all  the  affected  over- 
sight committees  and  we  are  keeping  them  informed.  We  are 
asking  for  their  comments  on  our  workplans  and  will  involve  them 
more  directly  as  our  work  progresses. 

Though  the  Regulatory  Council  was  announced  in  the  inflation 
message  at  the  end  of  October,  I  didn't  come  onboard  until  Janu- 
ary. We  are  almost  staffed  up  now,  though  we  will  need  probably 
another  month  before  we  have  our  staff  of  15  to  20  full-time  people. 
I  expect  to  build  into  every  project  close  collaboration  with  the 
oversight  committees. 

Mr.  MoAKLEY.  Congressman  Long. 

Mr.  Long.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Petkas,  what  are  the  basic  criteria  you  use  in  evaluating  the 
regulatory  agencies? 

Mr.  Petkas.  Remember  that  our  own  role  as  a  Regulatory  Coun- 
cil is  not  to  evaluate  the  agencies.  Our  role  is  to  assist  agencies  in 
carrying  out  one  aspect  of  the  President's  regulatory  reform  effort. 
That  is  the  aspect  of  improving  coordination  and  insuring  that 
better  analysis  of  costs  and  benefits  and  other  effects  is  done. 

Mr.  Long.  Doesn't  that  lead  to  the  suggestion  of  criteria  that 
should  be  used  by  the  agencies? 

Mr.  Petkas.  Absolutely,  and,  in  fact,  a  substantial  part  of  our 
research  activity  is  directed  toward  making  better  tools  available 
to  the  regulators.  We  find  that  there  is  a  great  variety  of  experi- 
ence and  knowledge  about  conducting  the  kinds  of  cost-benefit 
analyses  that  we  are  now  requiring  them  to  do  under  our  Execu- 
tive Order  12044.  We  are  dealing  with  guidelines  which  are  being 
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circulated  among  the  agencies,  and  which  will  be  circulated  among 
interested  staff  on  the  Hill,  to  make  better  analysis,  possible. 

Mr.  Long.  The  side  effect  of  either  imposing  or  removing  regula- 
tion in  many  instances  is  not  what  everyone  anticipates.  It  is  a 
little  bit  like  some  of  the  exotic  new  medicines  that  are  going  on 
the  market  today.  Airline  deregulation  has  had  favorable  results 
for  many  consumers  but  has  also  had  a  very  grave  side  effect.  That 
is  the  reduction  in  service  to  smaller  towns. 

I  don't  know  that  anybody  really  contemplated  the  degree  to 
which  service  to  smaller  towns  would  be  curtailed  once  deregula- 
tion steps  were  undertaken. 

Is  that  the  type  of  thing  you  attempt  to  guide  them  in? 

Mr.  Petkas.  I  am  no  expert  on  airline  deregulation,  but  I  believe 
that  one  of  the  failings  of  both  the  executive  branch  and  the 
Congress  in  the  regulatory  area  probably  is  a  result  of  the  tremen- 
dous expansion  of  Government  involvement  in  areas  where  the 
public  has  been  demanding  action,  such  as  environmental  protec- 
tion. One  of  the  problems  that  we  have  is  that  we  have  not  invest- 
ed the  intellectual  resources  or  people  in  predicting  the  conse- 
quences of  what  we  are  doing;  the  problems  that  we  now  face  in 
adjusting  for  airline  deregulation  are  ones  that  we  apparently 
weren't  able  to  predict  accurately  and  deal  with. 

Mr.  Long.  The  interrelationships  between  economic  behavior 
and  Government  activity  today  makes  this  an  especially  difficult 
job.  When  we  look  at  the  effects,  for  example,  of  imposition  of 
sunset  legislation,  the  unintended  complications  upon  the  oper- 
ation of  the  House  as  an  institution  get  to  be  very  serious. 

Mr.  Petkas.  Of  course.  If  we  decided  to  erect  in  the  Executive 
Office  a  new  agency  to  oversee  the  regulatory  process,  which  we 
decided  not  to  do,  we  would  have  run  the  risk  of  a  similar  unpre- 
dictable effect. 

We  decided,  for  our  part,  to  take  a  few  steps,  perhaps  not  fast 
enough  for  some  of  the  critics  of  the  regulatory  system,  but  a  few 
reasonable  steps  before  launching  into  a  major  new  system  of 
managing  the  regulatory  process. 

It  took  us,  by  some  counts,  80  years  to  get  to  where  we  are.  It  is 
going  to  take  us  a  few  years  to  straighten  out  the  system. 

Mr.  Long.  I  am  rapidly  developing  the  same  attitude  with  re- 
spect to  this  type  of  legislation. 

Thank  you,  Mr.  Chairman. 

Mr.  MoAKLEY.  Mr.  Lott. 

Mr.  Lott.  Thank  you  very  much. 

I  just  have  a  couple  questions.  I  am  sorry  I  missed  the  presenta- 
tion of  your  testimony.  I  have  looked  over  it.  We  feel  very  strongly 
in  the  Congress  that  there  are  a  lot  of  regulations  that  are  going 
way  beyond  the  legislative  intent  and  we  suspect,  or  at  least  I 
suspect,  that  there  are  a  lot  of  regulations  being  promulgated  by 
the  various  agencies  that  the  President  and  the  executive  branch 
even  feel  go  beyond  the  legislative  scope. 

Yet  the  two  elements  of  your  Council  that  you  point  out  here 
are,  one,  to  work  with  the  Congress  to  improve  the  underlying 
regulatory  statutes,  and  the  other  one  is  to  identify  areas  of  con- 
flict and  overlap. 


555 

What  about  a  case  where  clearly  a  regulation  is  promulgated 
that  exceeds  the  legislative  intent  history  of  the  Congress?  You 
apparently  don't  have  any  authority  or  any  intent  under  what  you 
say,  unless  I  missed  it,  to  do  something  in  that  area. 

Mr.  Petkas.  As  a  lawyer  I  am  sensitive  to  the  difficulty  of 
deciding  what  legislative  intent  is  in  any  particular  case.  I  wonder 
whether  a  particular  committee  or  subcommittee  or  subcommittees 
from  both  sides  would  be  able  to  agree  on  what  they  intended  with 
respect  to  particular  legislation.  What  we  have  done  historically  in 
that  case  is  to  rely  heavily  on  the  oversight  process— that  is  to  say 
to  ask  tough  questions  of  the  people  responsible  for  these  programs 
rather  than  presuming  to  have  the  answers— and  the  judicial 
review  process.  The  courts  are  uniquely  able  to  determine,  at  least 
to  piece  together  the  patchwork  of  evidence  necessary  to  deter- 
mine, what  the  most  likely  intent  was  in  a  particular  circumstance, 
so  I  guess  we  agree  that  the  danger  of  going  beyond  congressional 
intent  or  ignoring  it  is  real. 

We  don't  think  the  remedy  is  to  rely  on  the  legislative  veto 
process. 
Mr.  LoTT.  What  is  the  remedy? 

Mr.  Petkas.  I  think  part  of  the  remedy 

Mr.  LoTT.  If  the  court  process  is  not  a  satisfactory  one,  at  least  as 
far  as  Congress  is  concerned,  what  is  the  answer? 

Mr.  Petkas.  I  think,  judicial  review,  the  oversight  process  itself, 
and  illuminating  the  process  for  the  participants;  all  which  I  think 
is  what  we  are  doing  when  we  require,  as  we  do  under  the  Execu- 
tive order,  the  agencies  to  give  6  months  advance  notice  of  all  their 
regulatory  plans.  The  people  get  a  head  start  on  focusing  on  those 
regulations  before  it  is  too  late  and  the  agency  heads  themselves 
are  involved  in  more  effectively  managing  the  regulatory  process. 
The  theory  of  our  Regulation  Reform  Act  and  the  theory  of  our 
Executive  order  on  improving  regulation  is  to  involve  the  political- 
ly accountable  management  earlier  on  in  the  process  of  rule  devel- 
opment. 

Some  of  our  agencies  have  been  doing  that.  We  feel,  though,  that 
too  often  staff  resources,  budget  resources,  bureaucratic  capital, 
and  intellectual  capital  are  invested  in  a  particular  regulatory 
course,  that  is,  a  particular  type  of  recommendation  for  the  head  of 
the  agency  long  before  the  head  of  the  agency  has  had  an  opportu- 
nity to  think  about  it  himself  or  herself.  A  large  decision  package 
will  often  arrive  on  the  desk  of  an  administrator  of  an  agency 
facing  a  congressional  deadline  to  act,  without  that  agency  head 
having  been  involved  early  on  in  the  process  of  determining  alter- 
natives that  need  to  be  preserved  for  final  decision. 

Let  me  just  finish  that  one  point.  The  result  is  that  the  lower 
levels  of  an  agency  often  foreclose  such  questions  as  does  this 
regulation  really  do  what  Congress  intended.  What  we  are  requir- 
ing in  the  Regulation  Reform  Act,  and  in  the  Executive  order  for 
the  executive  agencies,  is  that  the  agency  head  physically  sign  on 
to  a  workplan  outlining  those  alternatives  at  the  beginning  of  the 
rule  development  process  long  before  there  is  any  public  notice  of 

it. 

Mr.  LoTT.  One  other  question.  I  really  feel  like  the  Presidents 
have  lost  control  of  their  executive  branch,  too.  I  know  you  don't 
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have  enforcement  power.  At  least,  I  understand  you  don't.  But 
what  if  you  find  that  clearly  an  agency  is  going  off  in  a  direction 
which  appears  to  be  contrary  to  what  Congress  intended  and  con- 
trary to  what  the  President  wants?  What  do  you  intend  to  try  to  do 
in  a  situation  like  that?  How  do  you  address  that  problem? 

Mr.  Petkas.  Typically  that  issue  doesn't  come  to  us.  I  don't 
expect  it  to  come  to  us  unless  an  affected  interest,  which  has  not 
been  satisfied  with  responses  from  the  agency,  complains  to  us,  to 
the  Regulatory  Council.  I  have  been  approached  with  a  few  in- 
stances of  that  which  have  not  been  resolved  yet.  My  first  recourse 
is  to  go  back  to  the  agency  head  and  make  sure  that  that  person 
has  really  focused  on  the  issue. 

Frequently  there  is  legitimate  disagreement.  An  industry  will 
take  one  view  and  an  agency  head  and  his  counsel  and  other  legal 
minds  will  take  another  view. 

The  important  thing  for  us  is  to  make  sure  that  the  responsible 
official  focuses  on  the  issue  so  that  the  affected  interest,  be  it 
industry  or  an  environmental  group  that  is  concerned  about  the 
same  issue  or  a  consumer  group,  knows  that  people  who  can  make 
the  decision  and  who  are  accountable  to  the  President  to  make  the 
decision  are  focusing  on  it. 

That  is  about  all  the  Regulatory  Council  can  do  at  this  point.  I 
am  not  so  sure  that  it  would  be  our  role  as  a  Council  of  the 
regulators  to  go  beyond  that.  It  might  be  appropriate  for  other 
instrumentalities  in  the  Executive  Office  to  deal  with.  I  don't  think 
it  is  appropriate  for  us  to  go  beyond  that. 

Mr.  LoTT.  That  is  all,  Mr.  Chairman,  thank  you. 

Mr.  MoAKLEY.  Just  to  pursue  the  line  of  questioning  suggested  by 
Congressman  Lott,  let's  assume  that  through  your  own  investiga- 
tion without  any  outside  interference  you  find  an  agency  doing 
something  that  is  clearly  outside  of  its  jurisdiction,  or  issuing  over- 
lapping regulations,  and  you  advise  them  about  your  findings,  but 
they  persist  in  issuing  offending  rules.  No  one  is  complaining,  not 
even  General  Motors— you  just  find  it  yourself.  What  tools  do  you 
have  to  bring  the  agency  in  line? 

Mr.  Petkas.  None  other  than  to  inform  the  agency  head  to  make 
sure  the  agency  head  is  alerted. 

Mr.   MoAKLEY.   Suppose  they  continue  to  do  the  same  thing? 

Mr.  Ptstkas.  Nothing  really,  except  to  report  to  the  President  in 
due  course. 

Mr.  Lott.  That  is  what  worries  me. 

Mr.  MoAKLEY.  It  might  be  that  you  need  a  legislative  veto  lurk- 
ing in  the  background. 

Mr.  Petkas.  Or  you  might  need  another  means  to  deal  with  that 
issue.  Given  the  fact  that  the  Regulatory  Council  might  not  be  the 
answer,  it  doesn't  follow  from  that  that  the  legislative  veto  is. 

Mr.  MoAKLEY.  Congressman  Beilenson. 

Mr.  Beilenson.  I  have  no  questions. 

Mr.  MoAKLEY.  Thank  you  very  much. 

Mr.  Petkas.  Thank  you. 

Mr.  MoAKLEY.  Thank  you. 

The  next  witness  we  will  hear  from  is  Charles  Ferris,  chairman 
of  the  Federal  Communications  Commission.  Mr.  Ferris. 
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STATEMENT  OF  CHARLES  D.  FERRIS,  CHAIRMAN,  FEDERAL 
COMMUNICATIONS  COMMISSION 

Mr.  Ferris.  Thank  you,  Mr.  Chairman,  members  of  the  commit- 
tee. 

I  welcome  this  opportunity  to  appear  here  today  to  present  my 
views  on  the  subject  of  regulatory  reform.  I  have  submitted  my 
prepared  testimony  and  in  the  interest  of  the  committee's  time  I 
will  just  give  a  couple  of  brief  thoughts. 

Mr.  MoAKLEY.  Without  objection,  Mr.  Chairman,  if  you  want 
your  entire  statement  to  appear  in  the  record 

Mr.  Ferris.  I  would  prefer  that. 

Mr.  MoAKLEY.  Without  objection,  the  statement  will  appear  in 
the  record. 

Mr.  Ferris.  It  seems  to  me  that  the  thrust  of  all  these  bills  is 
really  an  attempt  by  the  Congress  to  impose  some  structure  and 
discipline  upon  itself  with  respect  to  the  laws  Congress  has  put  in 
place  over  the  past  50  years.  There  are  a  number  of  different 
approaches.  Sunset  provisions  are  a  form  of  oversight.  They  put  the 
Congress  under  the  gun,  they  make  it  focus  on  the  problems. 
Requesting  participation  by  the  President  in  evaluating  and  recom- 
mending revisions  of  various  plans  of  the  regulatory  agencies  is 
also  a  form  of  oversight. 

I  know,  Mr.  Chairman,  that  Congresses  have  been  judged  over 
the  past  50  years  by  the  number  of  laws  that  were  passed,  the 
number  of  problems  that  were  found,  and  the  number  of  remedies 
that  were  proposed.  I  understand  that  there  is  the  sense  now  that 
that  process  should  stop  and  we  should  go  back  and  see  where 
those  solutions  that  were  proposed  50  years  ago,  whether  they  have 
solved  problems  or  whether  they  have  produced  peculiar  results. 

Mr.  Moakley.  I  don't  know  whether  the  process  should  be 
stopped,  but  maybe  it  should  be  looked  at  a  lot  more  closely  than  it 
has  in  the  past. 

Mr.  Ferris.  I  couldn't  agree  more.  I  agree  totally  with  the  thrust 
of  these  proposals  and  with  the  motivation  behind  them.  I  would 
like  you  to  keep  just  two  simple  thoughts  in  mind  when  you  look  at 
the  regulatory  agencies  and  decide  whether  something  should  be 
done,  however. 

One,  I  would  distinguish  between  the  independent  regulatory 
agencies  and  the  executive  branch  agencies.  I  think  there  was  a 
purpose  when  Congress  passed  the  act  to  make  some  independent. 
Because  of  the  subject  matter  and  purpose  of  some  regulatory 
agencies,  they  require  a  higher  degree  of  insulation  from  political 
influence  than  the  executive  branch.  Second,  I  would  distinguish 
between  the  economic  regulatory  agencies  and  the  so-called  health 
and  safety  agencies. 

To  elaborate  on  this  second  distinction,  I  think  that  some  of  the 
bills  now  in  Congress  that  seek  cost-benefit  analysis  of  proposals 
before  they  are  adopted  apply  much  more  peculiarly  to  the  health 
and  safety  agencies  than  to  the  economic  regulatory  agencies. 

I  think  when  it  comes  to  regulatory  agencies  such  as  the  FCC, 
which  is  a  licensing  and  economic  agency,  that  process  doesn't 
work.  As  a  matter  of  fact,  under  the  requirements  for  cost-benefit 
analysis  of  some  of  these  bills  we  could  never  acquit  the  duties 
imposed  on  us. 
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The  only  purpose  of  our  agency  is,  first,  to  regulate  the  radio 
spectrum,  to  make  some  basic  allocations  of  the  spectrum  for  the 
various  and  competing  uses,  and  to  determine  who  should  be  as- 
signed the  frequencies  within  those  basic  allocations. 

Second,  where  the  marketplace  is  concerned,  it  is  our  job  to 
provide  a  prop  or  crutch  to  the  marketplace  to  provide  social 
benefits  that  purely  economic  forces  in  the  marketplace  would  not 
provide. 

We  provide  that  by  policy  deliberations,  and  that  is  a  totally 
different  process,  I  think,  than  some  of  the  health  and  safety 
mechanisms  that  exist  in  some  of  the  other  agencies. 

A  proposal  that  attempts  to  impose  some  form  of  generic  proce- 
dural solution  to  such  a  diverse  set  of  problems  is  of  great  concern 
to  me.  I  don't  think  there  is  a  procedural  quick  fix  which  can 
satisfy  these  basic  urges  to  reevaluate  all  these  policies  that  have 
developed  over  the  past  50  years.  And  I  think  the  burdens  would 
fall  very  unequally  upon  the  basic  regulatory  agencies. 

But  going  back  and  evaluating  the  rules  and  regulations  that  are 
on  the  books  of  each  independent  and  executive  agency  is  some- 
thing that  is  very  valuable  and  is  of  the  highest  priority. 

I  think  all  of  the  independent  and  executive  branch  agencies 
have  heard  Congress  complain  loud  and  clear  about  the  burdens 
imposed  by  regulatory  agencies.  They  are  all  aware  of  Congress' 
concern  about  regulations  and  rules  that  have  ossified  over  the 

years. 

At  the  FCC  we  are  going  through  a  zero-base  regulatory  process, 
by  going  back  and  looking  at  each  of  our  regulations  and  determin- 
ing what  the  environment  under  which  this  rule  was  promulgated 
was  originally.  We  are  asking  whether  that  economic  environment 
has  changed,  and  if  so,  whether  this  particular  rule  or  regulation 
has  any  current  and  present  value. 

We  are  finding  that  many  of  the  regulations  on  our  books  don't 
have  any  value  because  the  marketplace  has  changed  so  dramati- 
cally. The  process  that  I  have  outlined  is  more  precise  and  of  more 
value  and  effect  in  satisfying  Congress'  desire  to  get  a  current 
evaluation  of  all  the  rules  and  regulations  of  regulatory  agencies. 

Thank  you,  Mr.  Chairman.  I  will  be  glad  to  answer  any  ques- 
tions. 

[Mr.  Ferris'  prepared  statement  follows:] 

Prepared  Statement  of  Charles  D.  Ferris,  Chairman,  Federal 
Communications  Commission 

Mr.  Chairman  and  members  of  the  subcommittee:  I  welcome  the  opportunity  to 
appear  here  today  to  present  my  views  on  the  subject  of  regulatory  reform,  which  is 
before  your  subcommittee  in  the  form  of  several  different  legislative  proposals. 

My  testimony  today  is  directed  to  H.R.  2  and  H.R.  2364,  two  bills  which  include 
Federal  agency  sunset  provisions,  and  H.R.  65,  which  provides  for  increased  over- 
sight over  Federal  agencies  by  the  Congress  and  sunset  provisions  limiting  most 
budgetary  authorization  bills  to  5  years.  I  will  describe  the  effects  these  bills  would 
have,  as  I  see  it,  on  the  Federal  Communications  Commission. 

H.R.  2  and  H.R.  2364  are  popularly  known  as  "sunset"  bills.  Both  specify  a  precise 
timetable  for  Presidential  plans  for  reform  of  Federal  agencies  and  congressional 
review  of  those  plans. 

I  strongly  support  the  basic  concept  that  there  is  a  need  to  study  and  re-evaluate 
the  performance  and  impact  of  the  Federal  regulatory  agencies,  both  those  in  the 
executive  branch  and  those  established  as  independent  commissions.  This  concept  is 
not  a  new  one.  Committees  and  commissions— both  governmental  and  private— have 
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frequently  studied  and  reported  on  the  regulatory  agencies  since  their  inception. 
The  agencies  themselves  are  continually  engaged  in  the  review  and  assessment  of 
their  performance  through  the  oversight,  appropriations,  legislative  and  judicial 
processes. 

We  at  the  FCC  are  subject  to  continual  annual  reviews  through  our  preparation 
of  annual  reports  to  Congress,  a  detailed  report  to  the  Congress  at  the  beginning  of 
each  year  of  major  matters  pending  before  the  FCC,  internal  preparations  for  each 
0MB  and  congressional  budgetary  review,  as  well  as  periodic  staffing  reviews  by 
0MB.  Periodic  legislative  proposals  provide  further  policy  review  and  long-range 
planning  mechanisms.  Intense  congressional  oversight  in  both  the  Communications 
and  Appropriations  Subcommittees  review,  also  helps  this  process. 

The  Federal  Communications  Commission  is,  in  addition,  now  engaged  in  a  wide- 
ranging  internal  review  of  impact  and  effectiveness  of  our  rules  that  seeks  to 
achieve  the  same  ends  as  the  bills  before  you.  We  are  aware  that  neither  the 
interests  of  the  public  or  the  regulated  industries  are  served  by  outmoded  rules  and 
unnecessary  and  inefficient  regulations. 

To  deal  with  this  problem  we  are  engaged  in  extensive  and  continuing  studies  in 
the  broadcast,  cable,  and  common  carrier  services  designed  to  evaluate  the  current 
usefulness  of  our  rules.  If  a  regulation  in  any  service  is  out  of  date  with  advancing 
technology,  if  it  no  longer  fulfills  its  intended  function  of  our  regulatory  objectives, 
if  its  wording  is  not  expressed  as  simply  and  directly  as  possible,  if  its  disadvantages 
to  the  public  outweigh  the  attendant  advantages,  then  such  a  rule  should  be  revised 
or  deleted. 

Through  this  process  we  have,  for  example,  eliminated  or  revised  over  1,000  of  our 
technical  rules  applicable  to  broadcasting.  We  have  also  totally  revised  our  CB  and 
recreational  boating  radio  rules  into  a  "plain  English"  format.  And  we  have  elimi- 
nated entirely  requirements  for  cable  systems  to  get  a  certificate  of  compliance  from 
us  prior  to  beginning  operations. 

We  have  also  eliminated  FCC  testing  requirements  for  radio  station  operators, 
and  are  proposing  substantial  reductions  in  other  requirements  placed  on  radio 
station  licensees  and  cable  system  operators.  In  the  common  carrier  services,  we  are 
looking  at  possible  elimination  of  our  licensing  of  satellite  signal  receiving  Earth 
stations. 

The  fundamental  thrust  of  all  these  efforts  is  to  focus  regulation  on  specific  areas 
where  it  is  clearly  needed,  to  eliminate  the  waste  of  Government,  industry,  and 
consumer  effort  associated  with  unnecessary  or  unduly  burdensome  over-regulation, 
and  to  enable  the  FCC,  the  consumer,  and  those  currently  subject  to  regulation  to 
put  the  time  and  expense  saved  to  more  productive  ends. 

The  need  for  Congress  to  consider  comprehensive  communications  legislation  as 
required  by  the  timetables  in  these  bills  is  also  mooted  in  large  part  by  current 
legislative  developments.  The  two  bills  specify  different  timetables  on  review  of 
communications  regulation.  Section  4  of  H.R.  2364  requires  the  President  to  submit 
to  Congress  not  later  than  April  1983,  a  plan  designed  to  prevent  unnecessary  or 
harmful  regulation.  H.R.  2364  directs  the  Congress  to  enact  comprehensive  FCC 
reform  legislation  in  1984.  Section  V  of  H.R.  2  would  require  the  President's  plan 
for  the  FCC  to  be  submitted  in  1981. 

Congress  is,  however,  already  well  into  such  a  review.  The  House  Communications 
Subcommittee  has  initiated  what  it  has  characterized  as  a  "basement-to-attic"  ex- 
amination of  the  Communications  Act  of  1934  in  H.R.  3333.  The  Senate  Communica- 
tions Subcommittee  is  currently  involved  in  an  ambitious  set  of  hearings  on  major 
communications  amendments  proposed  by  S.  611  and  S.  622.  This  congressional 
effort  has  been  going  on  for  2  years.  The  FCC  has  testified  extensively  on  all  three 
bills,  as  have  executive  branch  agencies. 

H.R.  2  and  H.R.  2364  require  that  the  President  both  review  the  nonsubstantive 
aspects  of  the  regulatory  agencies — such  as  their  organizational,  structural,  and 
procedural  reform,  reduction  of  agency  delays,  and  consolidation  of  their  functions — 
and  also  make  substantive  recommendations  for  increasing  economic  competition 
and  report  on  the  cumulative  impact  of  all  Government  regulatory  activity  on 
certain  industrial  sectors,  such  as  communications. 

There  is  a  growing  recognition  that  the  regulatory  process  can  both  help  and 
hinder  effective  competition.  Over  the  past  several  years  the  FCC  has  attempted  to 
introduce  the  stimulus  of  competition  into  certain  telecommunications  services  tra- 
ditionally controlled  by  a  single  monopoly  firm,  such  as  A.T.  &  T.  or  Western 
Union. 

Where  no  unacceptable  technical  or  economic  harm  to  basic  services  would  be 
caused  by  its  introduction,  I  favor  fostering  greater  competition  as  preferable  to 
maintaining  or  increasing  detailed  Federal  regulation  of  the  behavior  of  certain 
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industrial  firms.  Where  competition  is  feasible  the  public  is  likely  to  benefit  from 
lower  rates,  improved  service  and  more  rapid  innovation,  as  well  as  greater  diversi- 
ty of  choice.  ,       ,  ,        ,      /^  ,.• 

The  Communications  bills  currently  being  considered  by  the  Communications 
Subcommittees  in  the  Senate  and  House  also,  for  the  most  part,  seek  to  encourage 
competition  where  feasible  and  to  deregulate  where  marketplace  forces  provide  an 
adequate  substitute  for  regulation.  This  thrust  is  particularly  noticeable  in  the 
common  carrier  sections  of  these  bills.  I  have  supported  this  general  approach  to 
regulation  in  recent  testimony  before  the  Senate  Communications  Subcommittee.  To 
mandate  specific  recommendations  for  increasing  economic  competition  in  telecom- 
munications in  1981  or  1983,  as  these  bills  provide,  seems  redundant  of  these 
sxistinsf  efforts. 

The  Legislative  Agency  review  section  (section  5)  of  H.R.  2364  requires  the  Comp- 
troller General  and  the  Congressional  Budget  Office  Director  to  examine  the  cost- 
effectiveness  and  efficiency  of  every  agency.  This  detailed  cost/benefit  study  of  32 
regulatory  agencies,  as  contemplated  by  these  bills,  could  not  be  properly  done  m 
the  compressed  time  frame  proposed  by  these  bills  unless  substantial  new  resources 
were  committed  to  this  effort.  For  example,  many  of  the  FCC's  rules  are  highly 
technical  and  cover  wide  and  varied  fields— not  only  common  carrier  voice  and  data 
services,  broadcasting  and  cable  television,  but  also  a  vast  range  of  radio  spectrum 
uses  from  microwave  ovens  and  paging  systems  to  amateur  and  CB  radio.  The  costs 
and  benefits  of  these  rules  is  what  we  as  an  expert  agency  are  constantly  reexamin- 
ing, but  we  can  only  ourselves— given  our  existing  resources— cover  a  modest  pro- 
portion of  our  rules  in  our  review  each  year. 

I  am  concerned  with  the  scope  of  this  task  because  the  congressional  review 
(section  6)  and  agency  termination  (section  7)  provisions  of  H.R.  2364  provide  that  if 
no  comprehensive  regulatory  reform  legislation,  based  upon  the  reorganization  rec- 
ommendations required  by  section  4(c),  is  enacted  by  August  1  of  the  year  following 
the  year  in  which  a  comprehensive  plan  has  been  submitted  by  the  President  then 
the  agencies  affected  shall  have  no  authority  to  issue,  promulgate,  or  enforce  any 
rules  or  regulations  except  those  essential  for  preserving  health  or  safety.  The 
affected  agencies  would  automatically  terminate  unless  Congress  voted  to  reauthor- 
ize them.  All  rules  and  regulations  of  such  agencies  essential  for  preserving  health 
and  safety  would  be  enforced  in  the  interim  by  the  Justice  Department. 

If  it  is  determined  that  there  is  no  further  need  for  an  agency,  it  follows  that  the 
statutes  and  regulations  it  enforces  should  also  be  repealed.  But,  from  a  strictly 
practical  standpoint,  if  the  FCC  were  abolished  there  would  still  be  a  need  for  an 
overseer  to  insure  that  private  spectrum  use  does  not  cause  interference  with 
governmental  spectrum  uses.  The  U.S.  Government  would  still  have  a  continuing 
responsibility  to  insure  compliance  with  several  international  treaties  regarding 
spectrum  use.  The  administrative  resources  needed  simply  to  determine  which  FCC 
rules  would  have  to  be  enforced  by  the  Justice  Department  if  the  FCC  were  to  be 
abolished  would  be  considerable.  Moreover,  the  executive  branch,  a  Government 
user  of  the  spectrum,  would  then  be  in  the  conflicting  position  of  making  decisions 
as  to  the  rights  of  competing  private  users  of  that  spectrum. 

Thus,  while  I  support  the  concept  of  periodic  review  of  the  performance  of 
regulatory  agencies,  I  suggest  that  the  specific  methods  proposed  in  H.R.  2364  and 
section  V  of  H.R.  2  to  achieve  that  result  be  reconsidered. 

H.R.  65,  the  "Legislative  Oversight  Act  of  1979,"  sets  forth  three  basic  objectives 
requiring:  ... 

(1)  Greater  specificity  in  bills  authorizing  Federal  programs  and  activities; 

(2)  Submission  of  periodic  agency  reports  by  0MB  and  by  the  President  on  the 
extent  to  which  programs  and  activities  are  achieving  their  specified  objectives;  and 

(3)  Periodic  review  of  programs  and  activities  to  assure  that  budget  resources  are 
vjcp/i  pfficiGntlv 

I  fully  support  the  goals  of  H.R.  65.  Requiring  agencies  to  provide  program 
objectives  and  to  analyze  their  accomplishments  is  a  useful  process.  The  provisions 
of  section  201(a),  which  require  the  identification  of  duplicative  programs  are  also 
appropriate,  and  are  also  consistent  with  current  FCC  budget  practice. 

FCC  budgets  since  fiscal  year  1979  have  been  prepared  using  a  Zero  Based  Budget 
System.  As  you  know,  zero  based  budgeting  is  a  management  concept  which  em- 
braces many  of  the  objectives  of  H.R.  65  by  providing  for  systematic  revews  of  all 
agency  programs  and  activities.  Current  FCC  budget  submissions  to  0MB  include  (1) 
justifications  of  resource  requirements  for  existing  as  well  as  new  activities,  (2) 
program  objectives  against  which  accomplishments  can  be  measured,  including  an 
assessment  of  alternative  methods  of  accomplishing  objectives,  and  (3)  assessments 
of  the  probable  effects  of  different  budget  amounts  on  the  achievement  of  objectives. 
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Our  experience  in  zero  based  budgeting  indicates  that  concise  quantitative  mea- 
surement of  program  accomplishments  as  required  by  section  101  of  H.R.  65  cannot 
be  achieved  in  certain  areas.  For  example,  while  we  can  measure  with  specificity 
the  quantified  costs  and  accomplishments  of  our  broadcast  license  processing  pro- 
gram annually,  it  would  be  difficult  to  measure  on  an  annual  basis  costs  and 
accomplishments  of  our  policy  rulemaking  programs  in  broadcasting,  cable  televi- 
sion, or  common  carrier  regulation.  Here  we  have  to  take  into  account  highly 
subjective  social  costs  and  social  benefits  which  are  not  so  easily  reduced  to  specific, 
quantifiable  measures.  ,         r  •     j 

Certain  kinds  of  benefits  and  costs  may  be  estimated  with  a  fair  degree  ot 
confidence.  Examples  might  be  the  costs  of  filling  out  a  particular  form  or  license  or 
the  current  costs  of  installing  a  specific  piece  of  equipment.  Other  kinds  of  costs  can 
only  be  pointed  out  qualitatively,  such  as  showing  that  a  particular  rule  may  slow 
the  rate  of  technological  change.  Such  effects  cannot  be  put  in  dollar  terms.  Similar- 
ly, the  benefits  of  many  kinds  of  regulations,  such  as  those  that  may  encourage 
diversity  of  points  of  view,  minority  participation  or  ownership,  local  ownership  and 
the  like  can  never  be  quantified  accurately.  At  best,  it  may  be  possible  to  do  cost 
effectiveness  studies  that  show  that  one  method  of  attaining  a  goal  has  a  lower  cost 
than  another  method.  ,      ,    t 

Regulatory  reform  is  a  difficult  and  complex  task  that  will  not  be  solved,  1 
believe,  by  a  single  mandatory  legislative  panacea  such  as  regulatory  impact  state- 
ments, legislative  veto,  sunset,  or  cost/benefit  analyses  of  regulatory  programs.  The 
principles  behind  all  these  bills  are  valid,  and  need  to  be  communicated  to  the 
regulators  who  are  selected  by  the  President  and  confirmed  by  the  Senate.  The 
relevant  oversight  committees  should  pay  close  attention  to  see  that  the  principles 
of  regulatory  reform  are  carried  out  by  the  agencies  in  practice. 

I  believe  that  we  in  the  regulatory  agencies  have  gotten  the  message,  loud  and 
clear,  that  reform  is  warranted,  and  that  Congress  will  continue  to  be  active  in 
seeing  that  we  do  not  forget  the  message. 

Mr.  MoAKLEY.  Thank  you,  Mr.  Chairman,  for  your  very  informa- 
tive presentation.  I  am  very  happy  to  hear  that  you  are  reviewing 
all  of  your  regulations  to  see  whether  they  are  current  or  whether 
they  serve  any  valid  function. 

I  think  that  is  very  important.  But  I  was  wondering  how  many 
regulatory  agencies  are  doing  this.  They  seem  to  be  are  so  caught 
up  in  their  current  stream  of  work,  such  as  we  are  in  Congress, 
that  it  makes  it  an  almost  impossible  task. 

Mr.  Ferris.  I  think  we  have  found  that  we  have  eliminated  over 
a  thousand  regulations  at  the  FCC.  For  broadcasters,  most  of  them 
have  been  in  the  technical  area. 

All  we  are  doing  is  updating  our  technological  premise  and  show- 
ing more  confidence  in  the  present  state  of  the  art  of  equipment  as 
opposed  to  the  state  of  the  art  of  equipment  20  or  30  years  ago.  By 
just  doing  that  you  can  eliminate  an  awful  lot  of  that  burden. 

I  fmd,  as  I  go  through  the  whole  notion  of  regulation  and  deregu- 
lation, that  the  whole  notion  of  deregulation,  and  it  certainly  is  the 
new  religion  in  Washington,  means  so  many  different  things  to  so 
many  different  people. 

We  fmd  that  some  of  the  people  that  come  before  us  have  a 
notion  that  deregulation  means  deregulate  the  public  interests  as- 
pects of  their  responsibilities,  but  at  the  same  time  regulate  the 
cartel  as  vigorously  as  possible  to  prevent  any  new  entrants  from 
coming  in  as  an  economic  threat. 

What  we  have  found,  though,  is  that  in  many  cases  the  market- 
place has  changed  dramatically.  In  the  radio  area  alone  many  of 
our  rules  and  regulations  were  established  in  the  forties  and  fifties. 
In  1941,  there  were  some  725  AM  stations  and  about  25  FM  sta- 
tions in  the  United  States. 
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Some  of  the  rules  and  regulations  and  duties  of  licensees  to 
provide  a  total  diet  of  information  and  entertainment  to  their 
listeners  no  longer  apply  today  because  today  we  have  9,000  radio 
stations.  There  are  4,500  AM's  with  an  equal  number  of  FM's  and 
they  have  reached  comparability  in  many  markets.  Sometimes 
there  are  50  or  60  radio  stations  servicing  one  market. 

We  may  have  been  fooling  ourselves  at  the  FCC,  and  probably 
fooling  the  public  as  well,  that  the  rules  and  regulations  we  im- 
posed were  having  any  effect  upon  the  behavior  of  the  radio  licens- 
ees. 

It  was  really  the  marketplace  forces  that  were  driving  the  con- 
duct of  a  radio  licensee  and  determining  what  segment  of  that 
community  they  were  going  to  serve.  Because  there  were  very 
discrete  segments  of  the  community  that  could  be  served  and  in  a 
much  more  direct  and  meaningful  way  than  we  could  prescribe  by 
generic  rules.  So  we  are  going  back  and  finding  out  in  the  current 
environment,  the  marketplace  environment,  what  is  truly  needed 
in  radio  regulations  today. 

Our  licensees  are  all  businessmen,  predominantly  businessmen. 
We  impose  burdens  on  them  with  our  regulations.  They  have  to  do 
paperwork.  If  we  can  remove  the  paperwork  burden  on  them  where 
they  have  no  validity,  we  should  do  that.  But  I  don't  think  we 
should  remove  any  public  interest  responsibilities  they  should  have 
by  getting  use  of  a  public  resource  for  their  own  purposes. 

So  I  support  the  notion  of  reevaluation  of  regulations.  The  public 
policy  premise  behind  them  can  be  updated,  because  in  many  cases 
the  rules  and  regulations  have  ossified  completely.  They  may  have 
no  relevance  at  all  to  the  current  environment  in  each  of  these 
very  discrete  areas. 

Mr.  MoAKLEY.  I  am  glad  to  hear  a  chairman  of  a  regulatory 
agency  say  that  he  is  trying  to  make  the  paperwork  burden  lighter. 
This  effort  to  get  rid  of  outdated  rules,  did  it  come  as  a  result  of  an 
outside  stimulus  or  as  a  result  of  your  taking  over  the  agency? 
Mr.  Ferris.  The  review  or  our  technical  broadcasting  rules  began 
4  years  ago,  as  a  matter  of  fact,  and  it  has  been  an  incremental 
process.  Thousands  have  been  reviewed  over  the  past  4  years.  It  is 
a  continuing  process  that  we  are  going  through.  It  depends  upon 
which  rule  or  regulation  you  are  removing. 

Mr.  MoAKLEY.  Are  you  only  looking  at  technical  rules  and  regu- 
lations? 

Mr.  Ferris.  No;  we  are  going  through  the  substantive  policy 
rules  and  regulations  now.  For  instance,  we  are  taking  a  look  at 
the  processing  standard  we  now  have  for  evaluating  commercial 
radio  station  license  applications.  Under  our  present  processing 
standard  there  is  an  implicit  limitation  of  no  more  than  18  minutes 
of  commercials  on  a  radio  station. 

If  we  go  through  the  evidence  and  find  that  very  few  of  this 
country's  9,000  radio  stations  even  approach  18  minutes  of  commer- 
cials because  the  market  will  not  tolerate  it,  then  there  is  no 
reason  to  have  our  processing  guidelines. 

We  also  have  a  processing  standard  for  the  amount  of  informa- 
tional and  public  affairs  programs  that  will  appear  on  a  particular 
radio  station,  6  minutes  for  FM  stations  and  8  minutes  for  AM 
stations. 
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We  find,  going  through  the  statistics,  that  the  amount  of  infor- 
mational programing,  whether  it  be  news  or  public  affairs,  is  on  an 
average  double  that  most  radio  stations.  Very  few  even  come  close 
to  those  6  and  8  minute  floor. 

We  also  find  that  in  the  large  markets  there  are  all-news  sta- 
tions where  listeners  have  the  option  to  hear  news  any  time  they 
wish.  So  why  impose  the  same  responsibility  on  each  individual 
licensee  in  a  market  if  the  listener  is  going  to  have  the  option  to  do 
whatever  he  or  she  wishes  to  hear. 

We  have  also  considering  eliminating  those  rules  that  require 
licensees  to  keep  a  detailed  log  of  their  actions  for  submission  at 
renewal  time  to  prove  that  they  have  done  everything  that  our 
specific  rules  prescribe. 

So  the  review  is  not  just  of  rules  of  a  technical  nature.  It  is  also 
covering  rules  of  a  policy  nature  as  well. 

Mr.  MoAKLEY.  It  is  refreshing  to  hear  that  some  agencies  are 
going  through  this  process. 

Mr.  Ferris.  I  must  say  that  when  you  ask  whether  the  impetus 
comes  from  the  regulated  entities  or  not,  we  discovered  that  many 
of  the  FCC  rules  have  been  imposed  by  the  agency  over  the  years, 
directly  or  indirectly,  at  the  request  of  the  regulated  industries. 

When  licensees  come  up  for  a  license  renewal  every  3  years,  they 
like  to  be  very  certain  that  they  have  jumped  through  every  hoop 
the  FCC  has  expected  of  them. 

So  having  general  rules  of  "serve  the  public  interest,"  they  don't 
like  that.  They  want  much  greater  specificity.  The  communications 
bar  has  asked  us  to  tell  them  exactly  what  we  want. 

So  we  have  many  regulations  specifying  in  very  great  detail 
exactly  what  you  should  do  and  what  our  expectations  are.  Many 
of  our  regulations  are  really  at  the  request  of  the  regulated  indus- 
tries. 

It  is  time  now  to  remove  those  rules.  That  kind  of  specificity 
doesn't  provide  the  type  of  discretion  that  different  markets  and 
different  licensees  should  have  to  determine  how  they  should  serve 
the  community  which  they  are  licensed  to  serve. 

Thank  you. 

Mr.  Beilenson? 

Mr.  Beilenson.  I  would  like  to  give  the  gentleman  a  compliment. 
I  think  we  have  only  2  minutes. 

Mr.  Moakley.  We  will  come  back.  There  is  a  vote  on.  The  com- 
mittee will  recess  for  5  minutes. 

[A  brief  recess  was  taken.] 

AFTER   recess 

Mr.  Moakley.  The  committee  will  come  to  order. 

Congressman  Beilenson? 

Mr.  Beilenson.  Thank  you,  Mr.  Chairman. 

I  would  like  to  thank  the  gentleman  for  staying.  I  would  like  to 
say  I  think  the  gentleman's  testimony  has  been  by  far  the  best  we 
have  had  in  several  days  of  hearings  on  these  various  matters, 
perhaps  because  I  am  in  complete  agreement  with  what  he  has  to 
say  or  he  is  in  complete  agreement  with  what  I  feel. 
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But  both  with  respect  to  the  specific  dimensions  and  with  respect 
to  the  conclusions  he  comes  to,  to  quote  him  again,  from  his  pre- 
pared statement: 

Regulatory  reform  is  a  difficult  and  complex  task  that  will  not  be  solved,  I 
believe,  by  a  single  mandatory  legislative  panacea  such  as  regulatory  impact  state- 
ments,  legislative  vetos,  sunset,   or  cost-benefit  analysis  of  regulatory   programs. 

He  goes  on  to  say  that: 

A  relevant  oversight  committee  should  pay  close  attention  to  see  that  the  princi- 
ples of  regulatory   reform   are  carried   out  by  the  agencies   that   program   them. 

I  think  as  the  chairman  alluded  to  in  his  discussions  with  Mr. 
Ferris  just  before  we  voted,  that  he  has  provided  us  with  some  very 
useful  and  thoughtful  ammunition  by  detailing  to  a  great  extent 
the  process  through  which  his  own  commission  goes  and  has  to  go, 
under  existing  law,  to  have  its  efforts  reviewed  and  to  present  its 
budget  and  what  it  is  doing  to  the  Congress  each  year. 

We  don't  know,  of  course,  whether  other  agencies  of  the  Govern- 
ment do  nearly  so  complete  and  thoughtful  a  job  as  this  gentle- 
man's commission  is  apparently  doing  under  his  able  leadership. 
But  it  is  clear  that  we  have  in  place  now  adequate  machinery  and 
structures  and  means  by  which  to  have  proper  oversight  and 
review,  both  on  the  part  of  the  executive  branch  or  a  portion  of  the 
executive  branch  involved,  and  on  the  part  of  the  Congress,  and  I 
am  glad  the  gentleman  made  the  statement  he  does  if  only  because 
it  validated  my  own  prior  thinking  from  my  own  legislative  experi- 
ence back  at  the  State  level  that  we  do  have  in  place  adequate 
machinery  through  which  we  can  do  this  if  we  only  buckle  down 
and  do  the  job  which  we  are  able  and  I  think  required  to  do. 

I  thank  the  gentleman  very  much  for  his  presentation. 

Mr.  Ferris.  Thank  you  very  much. 

Mr.  MoAKLEY.  Congressman  Derrick? 

Mr.  Derrick.  I  really  don't  have  any  questions.  I  regret  that  I 
could  not  be  here,  but  I  was  trying  to  solve  the  truckers'  strike,  at 
least  for  the  moment. 

But  just  in  glancing  through  the  testimony,  I  would  like  to  ditto 
what  Mr.  Beilenson  said.  I  think  you  are  in  agreement  with  what  I 
have  perceived  or  I  perceive  what  you  have  perceived,  or  one  way 
or  the  other,  that  these  mandatory  structure  things  are  going  to 
fall  apart.  The  people  are  going  to  ignore  them  or  find  a  way  to  go 
around  them. 

We  have  to  get  something  that  is  going  to  work  within  the 
legislative  process  and  will  fit  into  it  and  will  be  realistic.  I  particu- 
larly like  your  statement  which  I  found  very  quickly  where  it  says: 

I  fully  support  the  goals  of  H.R.  65. 

Mr.  Ferris.  That  was  in  there  for  you,  Congressman. 

A  comment  on  that,  because  I  did  not  touch  on  it  in  the  state- 
ment in  any  detail.  With  respect  to  legislative  veto,  Mr.  Chairman, 
I  think  one  could  change  significantly  the  process  from  what  I 
think  you  would  intend  by  the  injection  of  a  legislative  veto. 

The  type  of  rulemaking  that  we  do  is  a  very,  very  tedious  and 
time-consuming  process.  Some  of  these  rulemakings,  especially  the 
ones  dealing  with  the  telephone  industry,  such  as  whether  MTS 
and  WATS  should  be  a  protective  monopoly  or  whether  it  should 
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be  open  to  competition,  require  4  or  5  years  of  detailed,  economic 
analysis  before  we  can  hope  to  reach  any  conclusions. 

If  there  were  the  specter  of  a  legislative  veto,  I  think  you  would 
tilt  the  FCC's  whole  policy  evaluation  to  meet  the  challenge  of  a 
quick  and  fast,  and  some  people  even  say  dirty  review  in  by  Con- 
gress in  a  30-day  period.  We  would  try  to  meet  those  objections 
rather  than  attempt  to  make  the  very  detailed  policy  analysis  that 
is  required  and  needed  on  the  basis  of  the  public  policy  and  public 
interest  charter  under  which  we  are  originally  charged  by  Congress. 

The  type  of  review  we  get  by  the  judiciary  of  the  economic  data 
to  support  these  policy  evaluations  is  extraordinarily  detailed.  The 
court  gets  the  entire  record,  and  looks  in  great  detail  over  that 
record  to  decide  whether  we  exceeded  the  delegated  policy  param- 
eters of  the  agency. 

Congressman  Long  mentioned  the  rush  of  work  here  in  his  open- 
ing statement  and  how  inundated  Members  of  Congress  are.  We 
last  year  issued  330  rules— 290  of  them  in  a  substantive  ares.  Many 
of  course,  were  eliminations  of  rules,  but  rule  elimination  is  a 
"rulemaking"  act. 

If  even  one  agency  of  the  over  100  that  exist  submits  this  type  of 
a  rulemaking  process  to  Congress  I  don't  think  Congress  will  be 
able  to  do  the  type  of  policy  analysis  necessary  for  a  proper  evalua- 
tion. 

But  even  if  Congress  could  with  the  resources  it  has,  I  am  wor- 
ried that  it  would  politicize  the  rulemaking  process  in  a  way  that  I 
don't  think  Congress  would  desire. 

I  may  not  be  explaining  it  very  well,  but  I  have  a  strong  feeling 
that  the  fallout  from  that  type  of  process  would  have  a  very  signifi- 
cant adverse  effect  on  policy. 

Mr.  MoAKLEY.  I  agree.  There  is  no  one  shoe  that  is  going  to  fit 
every  foot.  Some  of  these  agencies,  such  as  the  independents,  have 
to  be  treated  different  from  executive  agencies.  That  is  why  we  are 
investigating  a  number  of  reform  programs,  not  just  the  legislative 
veto.  We  have  to  look  at  them  all— high  noon,  sunset,  sunrise.  We 
hope  that  out  of  all  the  hearings  conducted  by  the  two  subcomrnit- 
tees  that  we  can  suggest  some  type  of  effective  remedial  legislation 
to  solve  some  of  the  common  problems  stemming  from  agency 
rulemaking. 

I  would  love  to  think  every  regulatory  agency  is  embarking  on 
the  same  type  of  rulemaking,  and  self-examination  that  you  are.  I 
would  hope  that  they  are,  but  I  just  don't  feel  that  it  is. 

Mr.  Ferris.  I  think  you  saw  the  effects  of  it  at  the  CAB.  They 
certainly  went  through  a  reevaluation  there.  Of  course,  CAB  was 
busting  at  the  seams  because  the  marketplace  was  thirsting  for 
competition. 

I  was  told  by  someone  that  there  were  30  pages  of  rules  at  the 
CAB  that  define  what  a  sandwich  was  because  the  airlines  were 
competing  through  their  meals.  They  freed  that  and  let  competi- 
tion develop. 

I  think  the  ICC  is  going  through  an  evaluation  now  of  what  the 
market  dynamics  in  trucking  is  and  whether  the  marketplace  can 
really  provide  the  same  type  of  environment  that  their  behavioral 
regulations  do.  We  certainly  see  that  many  of  our  regulations  are 
outdated  and  want  to  respond  to  marketplace  forces  rather  than 
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impose  the  sort  of  behavioral  mechanisms  that  we  now  require  in 
some  of  our  rules. 

Mr.  MoAKLEY.  It  is  probably  not  a  fair  question  for  you,  but  what 
if  you  were  in  charge  of  the  regulatory  commission  and  your  duty 
was  to  oversee  other  regulatory  agencies  and  you  saw  a  regulatory 
agency  clearly  going  beyond  its  statutory  power;  how  would  you 
approach — what  would  you  suggest  as  a  cure  for  this  particular 
situation? 

Mr.  Ferris.  Is  this  an  executive  regulatory  commission? 

Mr.  MoAKLEY.  Yes. 

Mr.  Ferris.  I  would  fire  the  chairman. 

Mr.  Moakley.  That  is  a  cure. 

Mr.  Ferris.  That  gets  the  attention  very  quickly  of  the  commis- 
sion. 

Mr.  Moakley.  But  you  don't  think  there  should  be  some  mecha- 
nism for  bringing  an  agency  into  line. 

Mr.  Ferris.  I  think  there  are  always  ways  of  getting  around  it. 
You  tilt  policy  to  meet  that.  I  think  that  as  an  independent  agency, 
we  are  a  creature  of  the  Congress  and  we  must  be  very  responsive 
to  the  Congress. 

I  think  in  our  area  we  have  very  vigorous  oversight  by  the 
committees  of  both  the  House  and  Senate.  So  we  have  that  rela- 
tionship back  and  forth. 

Mr.  Moakley.  Your  commission  is  probably  not  the  one  we 
should  be  talking  to.  Let's  say  we  were  talking  to  some  other 
regulatory  agency. 

Mr.  Ferris.  That  is  OK,  but  I  hope  I  can  make  the  point  that  we 
should  look  at  each  agency  individually  rather  than  make  generic 
rules  applying  to  all. 

Mr.  Moakley.  Of  course. 

Mr.  Ferris.  I  said  in  the  beginning  that  I  think  this  whole 
process  is  the  result  of  a  desire  by  Congress  to  try  and  discipline 
itself  through  an  oversight  mechanism  on  itself  so  it  feels  there  is 
an  orderly  review  of  the  regulations  of  the  past  50  years. 

Mr.  Moakley.  I'm  not  sure  that  the  Members  of  Congress  neces- 
sarily want  the  burden  of  approving  everjrthing  in  the  Federal 
Register — approving  regulations  by  not  voting  against  them.  Then 
they  go  back  to  the  constitutents  and  the  constitutents  say  on  page 
405  of  the  Federal  Register  on  such  and  such  a  date — we  have  to 
determine  if  that  is  the  kind  of  authority  we  want.  But  at  the  same 
time  we  must  exercise  some  kind  of  control. 

Mr.  Ferris.  That  is  what  you  get  with  a  legislative  veto. 

Mr.  Moakley.  I  know. 

Congressman  Lott? 

Mr.  Lott.  Thank  you.  I  don't  think  that  is  what  you  have  to  get 
with  a  legislative  veto.  You  don't  necessarily  have  to  act  in  all 
these  instances,  but  we  will  have  the  opportunity  to  act  where 
there  is  clearly  a  violation  of  the  intent  of  Congress. 

To  whom  do  you  think  the  independent  regulatory  agencies  are 
actually  accountable? 

Mr.  Ferris.  To  Congress. 

Mr.  Lott.  If  that  is  the  case,  then  wouldn't  Congress  be  on 
sounder  ground  constitutionally  and  other  ways  in  imposing  this 
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legislative  veto  on  regulations  of  the  independent  regulatory  agen- 
cies, perhaps  even  more  than  the  others? 

Mr.  Ferris.  I  think  you  can  make  a  superficial  conclusion  that 
way.  But,  I  don't  know  if  Congress  would  want  that.  I  will  give  you 
an  example. 

We  just  adopted  about  8  weeks  ago  probably  the  most  in-depth 
economic  study  of  the  economic  relationship  between  the  cable  and 
broadcast  industries  ever  done.  For  two  decades  the  Federal  Com- 
munications Commission  has  been  operating  under  the  intuition 
that  without  regulation  the  cable  industry  would  have  a  very  nega- 
tive effect  on  the  ability  of  broadcasters  to  serve  their  audiences. 

These  studies  finally  came  in  and  we  saw  that  those  intuitions 
were  false.  We  learned  that  you  could  not  make  the  case,  as  had 
been  presumed  all  these  years,  for  requiring  restrictive  rules  on 
this  technology.  Without  such  restrictions  cable  could  provide  the 
consumer  with  much  more  in  the  way  of  programing  entertain- 
ment and  information  than  it  has. 

That  was  a  study  that  was  done  by  probably  the  best  economists 
in  this  area  in  this  country.  It  is  very  indepth  and  when  on  looks  at 
it,  one  sees  that  it  is  a  very  significant  study,  and  that  its  conclu- 
sion is  unassailable. 

I  must  say  that  the  conclusion  has  not  been  considered  unassail- 
able by  some  of  the  industries  that  think  it  might  affect  the  rules 
and  free  the  technology.  Indeed  the  Commission  has  proposed  such 
changes.  The  proposal  is  out  for  comment  now  and  all  the  indus- 
tries and  the  public  can  comment  as  to  whether  the  restrictive 
rules  on  the  cable  industy  should  be  removed  or  not. 

If  that  type  of  a  rule  were  adopted  by  the  Commission,  I  don't 
think  it  would  be  represented  fairly  to  the  Congress.  The  vested 
interests  would  focus  a  very  significant  way  on  the  downside  of 
freeing  this  technology  and  what  it  would  do  to  their  economic 
interests. 

There  would  be  all  kinds  of  scenarios  of  how  severe  this  threat 
could  be  to  them  and  there  would  be  no  one  on  the  other  side 
because  there  is  no  one  on  the  other  side  presently  offering  those 
services  who  will  come  to  the  Congress  to  say:  "But  we  will  do 
this." 

In  that  kind  of  environment  would  Congress  have  the  opportuni- 
ty to  make  a  fair,  detailed,  rational  judgment  about  something  that 
took  18  months,  in  this  last  case,  to  develop? 

Who  knows?  One  has  to  take  a  leap  of  faith  when  you  open  up 
anything  to  more  competitive  requirements.  No  one  can  prove  the 
negative.  No  one  can  say  that,  no,  there  won't  be  harm  to  any 
specific  individual.  But  that  is  the  free  enterprise  system.  You 
either  have  faith  in  that  or  not. 

Mr.  LoTT.  But  you  are  not  putting  the  final  kiss  of  death  on  it. 
Congress  might  move  in,  based  on  this  evidence  coming  to  them, 
and  say:  "Wait  a  minute,  we  feel  an  obligation  here  to  know  more 
about  this  before  we  allow  this  rule  change  to  go  into  effect." 

At  some  subsequent  point,  having  been  presented  the  clear  evi- 
dence by  the  very  capable  chairman,  they  would  then  probably 
acquiesce. 

Mr.  Ferris.  The  question  is  whether  or  not  the  negative  power  of 
Congress  is  going  to  be  turned  on  itself  or  whether  you  are  going  to 
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allow  the  Congress  to  move  forward  under  the  mechanism  that  we 
have  now  and  permit  policy  to  evolve  under  the  current  proce- 
dures. 

The  question  is:  Does  Congress  permit  rational  change  through 
the  rulemaking  processes,  or  does  it  use  it  to  negate  change  and  to 
freeze  the  status  quo  of  interests  that  presently  exist  in  any  regu- 
lated structure? 

Mr.  LoTT.  Knowing  your  background,  I  know  you  probably  have 
mixed  emotions  on  some  of  these  questions,  but  couldn't  it  be 
argued  that  the  authority  to  promulgate  regulations  is  a  legislative 
authority  given  to  the  independent  agencies,  for  instance,  to  fill  in 
the  blanks,  and  if  those  blanks  are  not  properly  filled  in  as  we 
think  they  should  be,  we  have  the  legislative  authority  then  to 
keep  a  tighter  rein  through  the  legislative  veto? 

Mr.  Ferris.  Well,  if  one  can  put  aside  the  constitutional  prob- 
lems with  the  legislative  veto,  the  question  of  whether  it  is  a  one- 
house  or  two-house  veto,  which  I  have  difficulty  putting  aside,  I 
think  it  is  something  of  an  admission  by  Congress  that  it  doesn't 
have  the  capacity  to  really  formulate  policy.  It  is  an  admission 
really  that  Congress  cannot  provide  vigorous  oversight  for  the  laws 
they  have  put  on  the  books.  Congressman. 

What  it  is  saying  is:  "No,  you  are  out  of  control."  You  are  our 
agent  and  you  are  out  of  control  and  all  we  can  do  is  sit  up  here 
and  veto. 

I  have  much  more  of  a  positive  attitude  about  Congress.  I  think 
Congress  can  pass  laws.  In  our  area  they  are  very  vigorously  zero- 
basing  the  entire  Communications  Act.  I  think  if  policy  changes 
can  go  through  the  filters  of  the  entire  Congress,  that  is  a  very 
good  indication  that  that  is  the  policy  preference  of  our  society  at 
large. 

The  legislative  veto  to  me  is  an  indication  of  defeatism  on  the 
part  of  Congress.  It  is  an  admission  that  they  can  no  longer  make 
policy  to  guide  the  legislative  agencies  that  they  have  set  up. 

I  have  a  more  positive  attitude  about  Congress.  I  don't  think  it 
has  degenerated  as  an  institution  at  all  and  certainly  not  to  that 
extent. 

Mr.  LoTT.  I  agree  that  hopefully  we  have  not  so-called  degenerat- 
ed to  that  level.  We  just  think  that  the  agencies  have  exceeded 
their  limits  and  we  must  have  some  additional  way  to  enforce  this 
policy  which  is  being  exceeded. 

Let  me  ask  you  this  one  other  question:  Do  you  have  some  sort  of 
systematic  way  of  reviewing  and  revising  regulations?  Since  you 
have  been  there  I  am  sure  you  have  come  across  some  things  that 
you  think  should  be  changed,  revised,  or  thrown  out,  or  what  have 
you.  Do  you  have  a  systematic  way  of  doing  it? 

Mr.  Ferris.  Yes;  in  the  cable  area  we  did  away  with  all  certifi- 
cates of  compliance,  which  was  really  an  entry  requirement  for  the 
industry.  Now  all  they  do  is  notify  us. 

In  the  area  of  radio  regulation  we  are  going  through  each  set  of 
our  substantive  policies — and  there  are  over  90  substantive  policy 
areas.  We  are  going  through  each  set  and  zero-basing  them  to  see  if 
they  make  any  sense  now. 

Mr.  LoTT.  Is  that  ongoing  or  did  you  start  it? 
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Mr.  Ferris.  In  the  policy  area  we  started  it.  In  the  technical  area 
it  started  4  years  ago.  It  has  resulted  in  the  elimination  of  over 
1,000  technical  rules  that  have  been  imposed  on  the  industry.  It  is 
a  continuing  process. 

I  don't  think  it  should  ever  stop  because  what  we  do  today  might 
be  outdated  by  the  technology  5  years  from  now.  It  is  a  process 
that  should  continue  and  is  and  will  continue  certainly  as  long  as  I 
am  there. 

Mr.  LoTT.  Thank  you. 

Mr.  MoAKLEY.  Actually,  Mr.  Chairman,  I  also  know  your  back- 
ground. It  is  probably  because  of  your  background  that  you  have 
taken  these  affirmative  steps,  but  there  are  other  people  who  are 
appointed  as  chairman  of  commissions  that  don't  have  your  type  of 
legislative  background  and  don't  realize  what  their  job  is  all  about. 

I  don't  mean  to  imply  that  they  don't  have  the  necessary  educa- 
tion but  they  don't  appreciate  that  their  agencies  are  creatures  of 
the  Congress. 

Mr.  Ferris.  I  go  to  meetings  with  the  chairman  of  many  of  the 
regulatory  agencies,  and  those  that  don't  have  that  background,  I 
think,  are  also  getting  the  message,  Mr.  Chairman.  I  think  you  will 
see  significant  changes. 

Mr.  MoAKLEY.  I  agree  that  it  is  because  of  the  failure  of  Congress 
to  exercise  its  oversight  responsibilities  properly  that  we  find  our- 
selves in  this  situation.  That  is  why  some  extreme  methods  of 
reform  may  have  to  be  taken — methods  that  we  would  not  ordinar- 
ily consider. 

We  complain  about  the  agencies  that  were  created  by  acts  of 
Congress,  but  we  are  really  complaining  about  ourselves.  Maybe  we 
have  to  reform  our  own  attitudes  about  Congress'  role  in  the  regu- 
lating process. 

Thank  you. 

Mr.  Ferris.  Thank  you,  Mr.  Chairman. 

Mr.  MoAKLEY.  The  committee  will  hear  from  the  Chairman  of 
the  Consumer  Product  Safety  Commission,  Susan  B.  King. 

STATEMENT  OF  SUSAN  B.  KING,  CHAIRMAN,  CONSUMER  PROD- 
UCT SAFETY  COMMISSION,  ACCOMPANIED  BY  ANDREW 
KRULWICH,  COUNSEL 

Ms.  King.  Thank  you  very  much. 

I  would  like  to  introduce  our  general  counsel,  Andrew  Krulwich. 

We  appreciate  the  opportunity  to  take  part  in  these  hearings.  I 
think  they  have  been  very,  very  constructive.  We  have  submitted  a 
statement  to  the  committee  on  behalf  of  the  four  sitting  members 
of  the  Commission. 

Mr.  MoAKLEY.  Would  you  want  it  to  appear  in  the  record? 

Ms.  King.  Yes;  I  will  summarize  very,  very  briefly. 

I  would  note  that  the  Commission  in  the  prepared  text  strongly 
supports  the  concept  of  sunset  review,  and  we  make  a  number  of 
comments  about  the  bills  that  are  pending  before  you  including 
reservations  we  have  about  the  specific  bills. 

We  also  go  into  some  discussion  of  legislative  veto  and  our  gener- 
al opposition  to  legislative  veto.  If  it  is  agreeable  to  you,  rather 
than  read  that  statement,  I  would  like  to  share  with  the  joint 
committees  sitting  today  several  points  from  CPSC's  own  unique 
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experience  because  I  think  we  are  certainly  one  of  the  only  agen- 
cies that  has  in  fact  undergone  a  sunset  review. 

I  think  it  might  be  useful  to  you  as  you  consider  some  of  the  bills 
before  you. 

Our  experience  for  the  Commission,  I  think  for  the  Congress  and 
certainly  for  the  public  that  we  all  serve,  was  a  very  positive  and 
healthy  and  constructive  one.  In  the  spring  of  last  year,  as  you 
may  recall,  there  was  a  great  deal  of  discussion  in  the  press,  among 
administration  officials  and  among  Members  of  Congress  about 
abolishing  the  Consumer  Product  Safety  Commission,  and  there 
were  a  number  of  suggestions  to  transfer  various  or  all  of  its 
functions  to  other  agencies. 

The  reasons  that  the  Commission  was  under  severe  criticism  at 
that  time  ranged  from  a  very  broad  indictment  of  the  agency's 
failure  to  fulfill  its  health  and  safety  mandate  to  very  specific 
criticisms,  such  as  promulgation  of  too  few  standards,  contrary  to 
many  of  the  objections  that  you  have  heard,  inability  to  set  proper 
priorities,  internal  management  problems.  Some  of  the  criticisms 
we  very  much  agree  were  valid.  I  think  some  of  them  in  retrospect 
perhaps  were  not  so  valid.  To  focus  on  the  agency,  the  oversight 
committees  in  the  House  and  in  the  Senate  chaired  by  very  inter- 
ested and  dedicated  subcommittee  chairmen,  Wendell  Ford  in  the 
Senate  and  Bob  Eckhardt  in  the  House,  held  5  full  days  of  public 
hearings  on  the  Commission. 

Representatives  of  the  administration  appeared,  representatives 
of  the  industries  that  practice  before  the  agency,  consumer  groups 
and,  of  course,  the  agency  itself  testified  extensively. 

There  was  a  record  developed  which  reflected  very  strong  sup- 
port for  continuation  of  a  governmental  presence  in  the  area  of 
product  safety  and  continuation  of  a  product  safety  commission — in 
effect  to  give  the  Commission  a  second  chance.  That  was  in  some 
measure  due  I  think  to  the  fact  that  two  new  Commissioners  had 
come  on  at  that  time. 

Since  then  we  have  added  another  new  Commissioner  and  we  are 
expecting  a  fifth  this  summer  to  bring  the  Commission  back  to  its 
full  strength  of  five,  four  of  whom  will  have  been  serving  less  than 
16  or  17  months,  so  in  effect  it  is  a  new  Commission. 

There  are  a  number  of  very  clear  signals  that  Congress  gave 
CPSC  in  the  course  of  these  oversight  hearings  and  we  are  mindful 
now  that  the  Commission  remains  very  much  on  trial.  We  were 
reauthorized  for  3  years.  We  have  a  3-year  opportunity  to  make  a 
record  to  come  back  before  Congress  and  to  discuss  many  of  these 
same  issues  again. 

As  we  look  back  now,  a  little  over  a  year  since  that  very  effective 
sunset  set  of  hearings,  I  think  we  can  point  to  a  number  of  positive 
accomplishments  that  the  Commission  has  achieved  as  a  result  of 
the  interchange  between  the  Commission  and  Members  of  Congress 
on  legitimate  and,  I  think,  important  issues. 

Because  of  the  attention  to  CPSC  at  that  time,  there  was  also  a 
very  serious  look  given  to  the  underlying  statute,  the  Consumer 
Product  Safety  Act.  Important  amendments  were  made  to  the  act 
at  that  time  addressing  what  had  been  some  procedural  stumbling 
blocks  the  Commission  had  encountered.  The  amendments  gave  us 
some  very  clear  direction  and  more  flexibility  to  act. 
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In  the  last  year  we  have  begun  a  systematic  program  to  review 
existing  rules  and  regulations.  We  have  narrowed  the  list  of  prior- 
ities that  the  Commission  has  focused  on.  We  are  exercising,  I 
think  to  a  greater  degree  than  in  the  past,  the  full  range  of 
authority  and  responsibilities  given  to  the  Commission  by  the  Con- 
gress and  doing  so  in  a  balanced  sense.  By  full  range  of  authority,  I 
am  talking  about  everything  from  writing  of  mandatory  standards 
to  working  with  industry  to  upgrade  voluntary  standards  where 
possible  rather  than  imposing  mandatory  standards. 

We  have  vigorous  public  education  programs.  We  are  working  all 
the  time  to  arrange  cooperative  recall  arrangements  with  industry 
that  are  done  on  a  voluntary  basis  where  the  industry  recalls  a 
product  that  is  in  consumers'  hands.  It  is  a  very  cost-effective  way 
of  achieving  a  product  safety  objective. 

We  have  established  a  new  internal  system  for  evaluating  not 
only  the  substantive  rules  of  the  Commission  and  what  they  are 
achieving  but  our  own  management  programs,  the  whole  range  of 
activities  that  the  Commission  undertakes  so  that  we  can  measure 
ourselves  what  is  the  most  effective  use  of  limited  resources,  limit- 
ed staff,  how  do  we  best  achieve  our  objectives. 

Since  the  oversight  hearings  of  last  year,  and  I  think  the  turning 
around  of  the  agency,  we  have  been  able  to  recruit  very  talented 
highly  qualified  staff  for  at  least  eight  major  top  management 
vacancies  at  the  agency.  I  think  the  recruitment  of  good  people  is 
an  indication  of  good  health  of  the  agency.  We  have  had  changes  in 
the  budget  process  that  will  give  us  greater  accountability  and 
flexibility,  for  example,  the  ability  to  respond  to  emergencies  such 
as  the  asbestos  and  hair  dryer  issue  that  the  Commission  spent  the 
last  2  months  very  much  involved  with. 

Just  last  week  the  Senate  Consumer  Subcommittee  and  Senator 
Ford  held  oversight  hearings  on  the  Commission's  chronic  hazards 
program.  This  program  was  specifically  targeted  last  year  as  one 
that  the  Commission  had  not  developed  properly  and  perhaps 
should  not  be  in  at  all  and  there  was  a  suggestion  that  the  authori- 
ty ought  to  be  transferred  to  another  agency. 

Again,  industry  witnesses  and  consumer  groups  and  the  Commis- 
sion testified  and  Senator  Ford  expressed,  I  think  it  is  fair  to  say, 
strong  approval  of  the  Commission's  program  at  this  time,  and 
encouraged  us  in  further  development  of  it.  He  was  very  pleased 
with  the  progress  that  had  been  made  and  acknowledged  that  a  lot 
of  strides  forward  had  been  made  in  the  last  year. 

By  way  of  saying  that  the  oversight  process  has  been  a  very,  very 
important  one  to  the  Commission,  it  became  a  spotlight  on  the 
activities  that  we  were  engaged  in.  It  became  a  vehicle  for  under- 
standing the  criticism  that  was  leveled  at  the  agency  and  what  we 
might  do  to  address  those  issues.  It  was  not  necessarily  a  comfort- 
able position  to  be  in  because  the  criticism  was  quite  harsh.  But 
the  message  that  we  got  from  it,  I  think,  was  very  constructive  and 
the  last  year  I  think  demonstrates  that  we  have  been  able  to  take 
the  lesson  to  heart  and  move  forward  on  it. 

To  sum  up,  Congress  has  both  the  tools  and  in  our  case  has 
certainly  exhibited  both  the  interest  and  the  hard  work  that  is 
required  to  undertake  very  effective  sunset  review  of  our  agency 
and  of  several  of  the  specific  programs.  It  is  a  very  powerful  tool. 
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That  is  why  we  support  the  concept  of  sunset  basically  and  we 
think  Congress  now  has  the  authority  to  exercise  effective  sunset 
review  by  way  of  the  oversight  process. 

It  is  my  own  personal  view  that  agencies  or  programs  that  are 
not  subject  to  this  type  of  probing  oversight  problem  should  be.  I 
understand  Congressman  Anderson  this  morning  gave  very  com- 
prehensive and  very  interesting  testimony  at  which  time  he  urged 
caution  and  slowness  in  moving  on  the  whole  issue  of  regulatory 
reform,  trying  out  various  approaches  to  see  what  works. 

Witnesses  speaking  prior  to  my  sitting  here  have  said  very  much 
the  same  thing,  that  the  problem  is  complex,  it  is  difficult.  One 
solution  is  not  going  to  answer  all  the  questions  and  that  slowness 
and  caution  here  is  probably  a  wise  watchword  on  that. 

But  the  oversight  process  itself,  we  think,  has  been  the  most 
constructive  mechanism  suggested  to  date  for  accomplishing  the 
objectives  that  you  all  seek  in  addressing  the  problems  that  are 
bothering  everybody.  There  is  reform  going  on  inside  the  agency. 

Chairman  Ferris  indicated  that  they  have  heard  your  message. 
We  have  heard  your  message.  I  have  spent  more  of  my  professional 
career  dealing  with  Congress  than  I  have  with  regulatory  agencies. 
I  am  very  sympathetic  to  the  congressional  point  of  view  at  this 
point. 

We  want  to  help  see  the  constructive  reform  process  go  forward. 
We  believe  that  agencies  are  attempting  to  address  it. 

I  would  be  pleased  to  answer  any  questions  that  you  have,  and  I 
would  urge  Mr.  Krulwich  to  do  the  same. 
.[Ms.  King's  prepared  statement,  with  attachment,  follow:] 

Prepared  Statement  of  Susan  B.  King,  Chairman,  U.S.  Consumer  Product 

Safety  Commission 

It  is  a  pleasure  to  be  here  to  discuss  the  various  regulatory  reform  proposals 
before  you. 

You  have  asked  us  to  address  title  V  of  H.R.  2  and  H.R.  2364,  two  bills  which 
provide  for  reform  of  Federal  regulatory  agencies,  and  H.R.  65,  which  is  intended  to 
improve  congressional  oversight  of  all  Federal  programs  by  establishing  program 
objectives  and  periodic  review  of  new  authorizations  and  tax  expenditures.  In  addi- 
tion, you  asked  us  to  comment  on  the  legislative  veto  provisions  of  H.R.   1776. 

I  will  address  the  "reform"  bills  together,  since  they  are  all  closely  related,  and 
then  touch  on  legislative  veto.  We  have  previously  commented  on  H.R.  2  and  H.R. 
65,  and  have  attached  those  comments  to  our  statement.  We  will  provide  detailed 
comments  on  H.R.  2364  shortly. 

The  Commission  supports  the  concept  of  regulatory  reform  as  it  is  contained  in 
title  V  of  H.R.  2  and  H.R.  2364.  We  believe  that  review  and  analysis  of  the  structure 
and  operation  of  regulatory  agencies  is  important  in  view  of  the  significant  impact 
such  agencies  may  have  on  commerce  and  the  consuming  public.  We  also  support 
the  concept  of  "sunset"  for  all  Federal  programs. 

However,  we  are  concerned  about  the  apparently  duplicative  and  overlapping 
requirements  of  these  bills,  and  the  drain  on  our  limited  resources  which  they 
would  impose. 

"Specifically,  if  our  reading  of  H.R.  2  is  correct,  the  Commission  would  be  subject 
not  only  to  regulatory  agency  review  under  title  V,  but  also  to  selected  program 
reviews  under  titles  I  and  III.  Under  the  timetable  established  by  H.R.  2,  the  CPSC 
would  be  required,  within  an  18-month  period,  to  prepare  or  assist  the  executive 
branch  in  preparing  three  major  reports  on  its  activities  for  submission  to  Congress. 
The  reports  require  analyses  of  many  of  the  same  issues.  Gathering  the  information 
and  preparing  the  reports  would  be  time-consuming  and  expensive,  and  could  de- 
tract substantially  from  our  primary  regulatory  function. 

"We  have  similar  concerns  about  H.R.  65,  although  it  is  less  detailed  in  its 
reporting  and  review  requirements.  However,  our  chief  concern  with  this  bill  is 
section  101  which  requires  agencies  to  provide  Congress  annually  with  "concise 
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measures  of  all  of  the  costs  and  accomplishments"  of  a  given  program,  and  to 
"compare  the  costs  and  accomplishments  of  the  program  to  those  of  other  govern- 
mental and  nongovernmental  programs  having  similar  or  related  objectives."  These 
requirements— broad  and  sweeping  as  they  are— will  be  extremely  expensive  and 
burdensome,  and  may  be  impossible  to  meet. 

For  example,  we  may  be  able  prospectively  to  estimate  the  number  or  extent  of 
adverse  health  effects  averted  due  to  a  regulation  over  the  span  of  many  years,  but 
it  is  generally  not  possible  to  measure  them  retrospectively  on  an  annual  basis. 
Moreover,  to  require  that  such  accomplishments  be  compared  with  those  of  all  other 
programs,  governmental  and  nongovernmental,  requires  comparison  with  data  gen- 
erally not  available,  and  perhaps  not  possible  to  develop.  We  recommend,  therefore, 
that  this  requirement  be  deleted  or  modified  accordingly. 

Finally,  the  Regulation  Reform  Act  of  1979  (H.R.  2363  and  S.  755)  and  the  Reform 
of  Federal  Regulation  Act  of  1979  (S.  262)  being  considered  by  the  Judiciary  and 
Government  Operations  Committee  require  agencies  to  conduct  extensive  analyses 
of  their  activities.  The  Commission  supports  these  two  bills.  We  are  concerned 
again,  however,  about  the  administrative  burden  which  these  bills  will  place  on  the 
Commission,  and  urge  that  your  efforts  be  coordinated  with  others  keeping  this 
concern  in  mind. 

I  would  like  to  turn  to  legislative  veto.  The  Commission  is  strongly  opposed  to 
legislative  veto.  There  are  many  persuasive  reasons  why  legislative  veto  should  not 
be  enacted.  Many  have  been  discussed  by  other  witnesses.  From  our  perspective, 
three  are  among  the  most  compelling: 

(1)  Legislative  veto  could  subvert  our  rulemaking  procedures  by  encouraging 
opponents  of  a  regulation  to  refrain  from  making  their  best  arguments  to  the 
agency,  and  to  depend  instead  on  getting  congressional  support  for  a  resolution  of 
disapproval  or  reconsideration.  This  could  deprive  the  agency  of  the  benefit  of  all 
relevant  information  on  the  rule  and  would  weaken  the  rule,  thus  making  it 
possibly  more  likely  to  be  vetoed. 

(2)  The  presence  of  legislative  veto  will  inevitably  put  pressure  on  the  agencies  to 
fashion  a  rule  which  they  hope  will  survive  the  veto  process,  rather  than  one  that 
presents  the  most  reasonable  solution  to  the  problem. 

(3)  The  overriding  reason  for  our  opposition  to  legislative  veto  is  that  it  simply  is 
not  necessary.  It  is  an  expensive  redundancy.  At  a  time  when  we  are  trying  to  cut 
both  the  costs  of  Government  and  bureaucratic  delays,  it  doesn't  make  any  sense  to 
add  another  layer  of  costly,  time-consuming  review  of  agency  activities  to  those 
already  in  place. 

Agencies  are  not  now— as  the  need  for  legislative  veto  suggests— immune  to  any 
form  of  review.  To  the  contrary,  existing  checks  and  balances  on  agency  behavior 
are  many,  and  they  are  effective.  Agency  rules  are  subject  to  judicial  review.  Our 
budgets  are  scrutinized  by  the  Office  of  Management  and  Budget.  And  perhaps  most 
important,  our  performance  is  subject  to  increasingly  intensive  review  by  our  appro- 
priations, legislative,  and  oversight  committees. 

It  is  this  last  point  I  want  to  stress.  In  the  case  of  the  CPSC,  Congress  has  never 
hesitated  to  exercise  its  influence  over  the  regulatory  process.  In  fact,  the  Commis- 
sion may  be  a  dramatic  illustration  of  the  proposition  that  Congress  has  all  the 
power  it  needs  to  make  Government  more  accountable— if  it  chooses  to  exercise  that 
power. 

Perhaps  it  might  be  helpful  to  the  subcommittees  if  I  outline  briefly  some  of  the 
steps  Congress  has  taken  to  impact  the  direction  of  the  Commission. 

In  1976,  Congress  amended  the  CPSC  to  prohibit  the  Commission  from  regulating 
two  products — ammunition  and  cigarettes. 

Two  years  later,  Congress  passed  another  law— this  time  directing  the  Comniis- 
sion  to  regulate  a  product,  cellulose  home  insulation.  The  impetus  for  this  action 
was  congressional  concern  that  the  Commission  was  not  moving  fast  enough  to 
address  what  it  perceived  to  be  a  serious  safety  hazard.  The  law  was  unusually 
detailed— setting  strict  timetables  within  which  the  Commission  had  to  issue  safety 
standards,  rules,  and  enforcement  reports. 

Has  the  will  of  Congress  been  carried  out?  The  answer  is  an  imphatic  yes.  The 
Commission  has  met  every  one  of  the  law's  requirements  to  date,  and  met  them  on 
time. 

Last  year,  the  CPSC  was  the  subject  of  extensive  oversight  hearings  prior  to 
passage  of  a  3-year  reauthorization.  As  you  know,  the  future  of  the  Commission  was 
uncertain  at  best  when  the  question  of  reauthorization  came  up  last  year.  There 
had  been  considerable  criticism  of  the  Commission's  performance,  and  there  was 
sentiment  for  dismantling  the  Commission. 
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The  intensive  review  of  the  Commission  that  was  conducted  by  the  House  and 
Senate  authorizing  subcommittees  helped  to  identify  some  of  the  causes  of  the 
Commission's  problems,  and  offered  some  sensible  solutions.  As  chairman,  I  person- 
ally feel  that  this  careful  and  thorough  scrutiny  was  extremely  helpful  to  the 
Commission,  and  has  had  a  very  constructive  impact  on  its  direction. 

The  effort  that  went  into  the  oversight  process  was  considerable.  Five  days  of 
House  and  Senate  hearings  translate,  as  you  well  know,  into  hundreds  of  hours  of 
Members'  and  staff  time.  Followup  after  the  hearings  consumes  much  additional 
time. 

The  Commission  was  particularly  fortunate  because  the  chairman  of  its  two 
authorizing  subcommittees  at  the  time — Congressman  Bob  Eckhardt  and  Senator 
Wendell  Ford— were  dedicated  to  doing  a  thorough  job  and  spent  many  hours  at  the 
task.  Without  their  interest  and  hard  work,  the  Commission  might  well  have  been 
abolished— without  Congress  ever  knowing  precisely  what  went  wrong  and  why. 

Senator  Ford  continues  to  closely  scrutinize  the  Commission's  activities,  as  does 
Congressman  James  Scheuer,  who  succeeded  Congressman  Eckhardt  as  Chairman  of 
the  House  Subcommittee  on  Consumer  Protection  and  Finance.  I  might  add  that  the 
Commission  is  well  aware  that  it  is  on  notice  from  Congress  to  improve  its  perform- 
ance over  the  next  2  years  or  face  another  battle  for  survival. 

Perhaps  Senator  Harrison  Schmitt  put  it  best  during  Senate  debate  last  year  on 
the  reauthorization  bill. 

"Oversight  is  one  of  the  most  effective  tools  we  in  Congress  possess  to  review 
agency  programs  and  activities.  When  it  is  done  diligently,  then  it  works,  and  as 
with  this  Commission,  tremendous  progress  can  be  made. 

"But  I  submit  oversight  is  something  we  must  make  work.  It  will  not  work  by 
itself" 

In  our  opinion,  sunset  and  agency  review  will  help  make  oversight  work.  Legisla- 
tive veto,  on  the  other  hand,  will  be  used  by  some  as  an  excuse  not  to  work  at 
meaningful  oversight. 

This  concludes  my  prepared  statement,  Mr.  Chairman.  I  would  be  happy  to 
respond  to  your  questions. 
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U  B     CDMSUMEW    PRODUCT    SAFETY    COMMISSION 

WASHINGTON.  D  c  eoaov 


Honorable  Richard  Boiling 
Chairman 

Committee  on  Rules 
House  of  Representatives 
Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

This  letter  is  in  response  to  your  request  for  the  views 
of  the  Consumer  Product  Safety  Commission  on  H.R.  2  and  H.R.  65, 
proposals  to  improve  congressional  review  of  Federal  programs. 
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H.R.  2,  the  Sunset  Act  of  1979  contains  a  number  of  provi- 
sions affecting  the  Commission.   As  a  regulatory  agency,  the  Co 
mission  is  particularly  interested  in  Title  V  of  the  bill  which 
requires  the  President  to  submit  an  analysis  and  legislative  plan 
for  the  reform  of  16  regulatory  agencies,  including  the  Commissio 
over  a  ten  year  period  beginning  in  1981.   Title  V  is  similar  to 
H.R.  3100,  a  bill  introduced  in  the  first  session  of  the  95th 
Congress,  on  which  the  Commission  favorably  commented. 

The  Commission  continues  to  support  the  concept  of  regula- 
tory reform.   We  believe  that  review  and  analysis  of  the  structure 
and  operation  of  regulatory  agencies  is  important  in  view  of  the 
significant  impact  such  agencies  may  have  on  commerce  and  the 
consuming  public. 

The  Commission  believes  that  the  review  procedure  established 
by  Title  V,  particularly  the  feature  of  specifying  the  precise 
timing  of  the  reviews,  is  reasonable,  in  that  agencies  will  have 
ample  notice  of  the  reviews  and  will  be  prepared  to  actively  par- 
ticipate with  the  President  in  insuring  that  the  reviews  are 
comprehensive  and  will  result  in  genuine  improvement  of  the  regu- 
latory process.   In  addition,  the  Commission  is  pleased  to  note 
that  it  is  grouped  for  review  with  its  counterparts  in  the  public 
health  and  safety  field,  the  Food  and  Drug  Administration, 
Environmental  Protection  Agency,  and  Occupational  Safety  and 
Health  Administration.   The  Commission  and  these  agencies,  in 
August  of  1977,  formed  the  Interagency  Regulatory  Liaison  Group 
(IRLG)  to  work  together  to  eliminate  overlapping  or  inconsistent 
regulatory  actions  and  unnecessary  or  duplicative  regulatory 
burdens  on  industry  and  the  public.   The  purpose  of  the  IRLG 
is  cor.pleTTientarv  to  the  goals  of  the  regulatory  reform  program 
established  by  Title  V  of  H.R.  2  and  the  agencies'  efforts  to 
identify  and  eliminate  barriers  to  effective  coordination  should 
help  the  agencies  achieve  some  of  the  reforms  sought  by  H.R.  2. 

While  the  Commission  thus  supports  the  objectives  of  Title 
V,  the  relationship  is  unclear  between  the  program  of  regulatory 
reform  and  the  provisions  of  the  bill  concerning  reauthorization 
review  of  programs  (Title  I)  and  program  reexamination  (Title  III)  . 

Our  reading  of  the  bill  indicates  that  as  a  healthand 
safety  regulatory  agency,  CPSC  would,  in  addition  to  being  subject 
to  the  provision  of  Title  V,  also  come  under  a  reauthorization 
review  pursuant  to  section  101(b)  of  the  bill  for  "Consumer  and 
Occupational  Health  and  Safety"  programs  (subfunctional  category 
554).   In  addition,  it  appears  that  the  Commission  and  all  other 
regulatory  agencies -as  well,  would  be  subject  to  selected  program 
reexamination  under  section  301.   If  this  intepretation  is  correct, 
we  would  note  that  the  bill  makes  no  explicit  provision  for 
coordination  between  the  various  reviews.   For  example,  by  October 
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:he  year  preceeding  the  Congress  in  which  occurs  the  re- 
rization  date  for  the  Commission's  program  under  section  101 


1  of  the 

authori 

(b) ,  the  Commission,  in  conjunction  with  the  President,  is  re- 
quired to  submit  to  the  Congress  a  "Regulatory  Duplication  and 
Conflict  Report"  as  specified  in  section  804(b)(2).   The  first 
reauthorization  date  for  the  Commission  is  September  30,  1986 
and  the  report  under  section  804(b)(2)  would  be  due  October  1, 
1984.   Four  months  later,  on  February  1,  1985,  the  President's 
comprehensive  analysis  of  the  Commission  under  section  502(a), 
including  an  analysis  of  many  of  the  same  issues,  would  be  due 
to  the  Congress.   Further,  by  April  1.  1986  (six  months  prior  to 
the  reauthorization  date  of  September  30,  1986)  the  Commission 
would  be  required  by  section  804(a)(2)  to  conduct  a  review  of 
any  regulations  specified  by  a  Congressional  Committee  and  submit 
a  report  to  the  committee,  setting  forth  the  regulations  which 
the  Commission  intends  to  retain,  eliminate  or  modify.   Since 
agencies  would  expect  to  be  involved  actively  in  all  these  pro- 
ceedings, a  serious  drain  on  limited  resources  to  the  detriment 
of  primary  regulatory  functions  could  occur  unless  the  require- 
ments for  the  various  reviews  and  analyses  were  coordinated  and 
duplication  eliminated. 

H.R.  65  is  intended  to  improve  congressional  oversight 
of  Federal  programs.   The  bill  would  require  that  bills  and 
accompanying  reports  authorizing  new  budget  or  spending 
authority  include  information  on  costs  and  accomplishments 
of  programs  and  that  authorizations  of  new  budget  or  spending 
authority  be  limited  to  five  years.   In  order  to  enable  the 
Congress  to  measure  program  costs  and  accomplishments, 
agencies  would  be  required  to  report  annually  to  Congress  on 
implementation  of  their  programs. 

Section  101  requires  agencies  to  provide  "concise  measures" 
of  all  the  "costs  and  accomplishments"  of  a  given  program,  and 
to  "compare  the  costs  and  accomplishments  of  the  programs  having 
similar  or  related  objectives."  These  requirements  will  be 
extremely  expensive  and  burdensome,  and  may  be  impossible  to 
meet.   For  example,  we  may  be  able  prospectively  to  estimate 
the  number  or  extent  of  adverse  health  effects  averted  due 
to  a  regulation  over  the  span  of  many  years,  but  it  is  generally 
not  possible  to  measure  them  retrospectively  on  an  annual 
basis.   Moreover,  to  require  that  such  accomplishments  be 
compared  with  those  of  all  other  programs,  governmental  and 
nongovernmental,  requires  comparison  with  data  generally  not 
available,  and  perhaps  not  possible  to  develop.   We  recommend, 
therefore,  that  this  requirement  be  deleted  or  modified 
accordingly. 

H.R.  65  appears  to  be  similar  in  objective  to  H.R.  2, 
but  is  less  detailed  in  its  reporting  and  review  requirements. 
H.R.  65  does  not  single  out  regulatory  agencies  and  we  assume 
would  treat  these  agencies  in  the  same  way  as  it  would  other 
Federal  programs.   As  pointed  out  above  with  respect  to  H.R. 
2,  the  bill  makes  no  explicit  provision  for  coordination 
between  the  various  review  and  reporting  requirements  being 
proposed. 

The  Commission  believes  that  the  relationship  between  the 
various  potentially  duplicative  requirements  to  which  regulatory 
agencies  may  be  subject  under  H.R.  2  and  H.R.  65  should  be 
clarified  and  the  administrative  burdens  minimized  consistent 
with  accomplishment  of  the  goals  of  the  bill. 

The  Commission  appreciates  the  opportunity  to  express  its 
views  on  H.R.  2  and  H.R.  65  and  we  hope  our  comments  are  helpful 
to  the  committee  in  its  consideration  of  the  legislation. 

Sin^rely , 

Susan  B.  King  C^ 
Chairman 

cc  :   Director,  Office  of 

Management  and  Budget  •• 
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Mr.  MoAKLEY.  Thank  you  very  much  for  your  presentation. 

We  notice  that  you  are  opposed  to  a  legislative  veto  but  are  in 
favor  of  sunset.  Despite  what  may  have  been  said  from  the  Chair 
and  by  other  Members,  we  are  not  haphazardly  rushing  to  enact 
any  one  piece  of  legislation.  We  are  looking  at  legislative  veto.  We 
are  looking  at  sunset.  We  are  looking  at  all  the  methods  proposed 
for  regulatory  reform.  But  there  are  some  Members  on  the  floor  of 
the  House  who  think  we  are  going  much  too  slow. 

There  are  Members  that  think  that  legislation  in  this  area 
should  have  been  passed  last  year.  However,  we  on  the  committee 
are  taking  a  more  cautious  approach,  preferring  to  err  on  the  side 
of  caution.  We'd  rather  be  accused  of  being  slow  rather  than  to  be 
accused  of  enacting  some  poorly  drafted  piece  of  legislation  that 
causes  more  problems  than  it  solves. 

Congressman  Beilenson? 

Mr.  Beilenson.  I  don't  have  any  questions,  Mr.  Chairman. 

Mr.  MoAKLEY.  Congressman  Lott? 

Mr.  Lott.  I  have  no  questions. 

Mr.  MoAKLEY.  Congressman  Derrick? 

Mr.  Derrick.  I  have  no  questions. 

Mr.  MoAKLEY.  The  committee  will  now  hear  from  Cressworth 
Lander,  Managing  Director,  Civil  Aeronautics  Board,  and  Virginia 
Mae  Brown,  Vice  Chairman,  Interstate  Commerce  Commission. 

Since  we  have  more  than  one  person  at  the  dais,  would  you 
please  introduce  yourselves  so  the  stenographer  can  get  the  names? 

STATEMENT  OF  VIRGINIA  MAE  BROWN,  VICE  CHAIRMAN,  IN- 
TERSTATE  COMMERCE  COMMISSION,  ACCOMPANIED  BY  HAN- 
FORD  O'HARA 

Ms.  Brown.  Thank  you  very  much,  Mr.  Chairman,  and  members 
of  the  subcommittee. 

We  at  the  ICC  are  glad  to  come  here  today  to  comment  on 
regulatory  reform.  We  have  the  three  aforementioned  bills  to  com- 
ment on. 

I  would  like  to  summarize  my  prepared  statement  and  request 
that  the  statement  be  put  in  the  record. 

Mr.  MoAKLEY.  Without  objection  the  statement  will  appear  in 
the  record. 

Ms.  Brown.  Right  off  I  would  like  to  say  that  the  Interstate 
Commerce  Commission  supports  the  legislation  to  improve  over- 
sight of  Government  programs.  I  have  listened  to  the  testimony 
this  afternoon  in  regard  to  reports  from  other  agencies  who  have 
looked  in  depth  at  their  regulations. 

I  am  very  happy  to  sit  in  this  position  and  report  to  you  that  the 
Interstate  Commerce  Commission  is  looking  into  every  one  of  our 
regulations.  We  have  looked  into  and  changed  our  rail  regulations 
pursuant  to  legislative  direction  by  the  3R  Act  and  4R  Act.  Of 
course,  there  are  new  bills  before  Congress,  too,  and  we  have  not 
stopped  in  regard  to  these. 

It  is  within  the  last  3  years  that  these  regulations  have  been  put 
on  the  books.  Also,  in  regard  to  the  motor  field,  the  Commission 
has  changed  a  great  many  policy  matters  which  affect  regulations 
through  every  phase  of  the  motor  carrier  industry. 
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I  would  also  have  to  report  to  you  and  members  of  the  committee 
that  in  the  process  of  change  we  bring  about  a  greater  caseload 
before  the  ICC.  You  might  think  that  everything  that  you  do  to 
simplify  would  bring  on  less  cases.  But  I  do  want  to  emphasize  that 
that  has  not  been  true.  So  our  emphasis  has  had  to  be  that  even 
though  we  look  to  simplify  the  way  our  cases  were  handled  before, 
certainly  we  have  to  look  so  much  deeper  into  how  we  simplify 
them  with  a  caseload  that  is  mounting  to  the  numbers  that  we 
have  to  handle  now. 

Before  stating  the  views  of  the  Commission  on  the  specific  as- 
pects of  the  proposals  that  we  have  under  considerations,  I  would 
like  to  compare  briefly  their  various  provisions. 

Under  both  title  V,  H.R.  2,  and  H.R.  2364,  the  President  would 
be  required  to  evaluate  the  effectiveness  of  the  specific  agencies 
and  the  continuing  need  for  them  and  a  report  must  then  be 
submitted  to  Congress  by  a  specific  date  setting  out  the  findings  of 
the  President's  study  and  proposing  legislation  to  implement  any 
needed  reforms. 

Under  title  H.R.  2,  action  on  any  proposal  submitted  by  the 
President  is  left  to  legislative  discretion.  H.R.  2364  would  require 
the  adoption  of  reform  legislation  within  a  given  period  of  time  or 
the  agency  under  review  would  be  terminated. 

The  provisions  of  H.R.  65  require  Congress  to  identify  the  objec- 
tives of  any  new  programs  that  it  may  establish  and  to  compel 
agencies  to  report  annually  concerning  the  extent  to  which  these 
goals  have  been  met.  It  provides  that  no  new  program  may  be 
authorized  for  more  than  5  years,  but  we  understand  that  this 
would  only  apply  to  the  new  agencies  which  may  be  created  in  the 
future. 

The  Commission  has  stated  its  views  on  sunset  legislation  in 
prior  testimony,  as  others  have  here.  This  is  in  a  way  a  heavy- 
handed  approach  to  regulations.  This  is  particularly  so  in  the  case 
of  H.R.  2364.  It  would  subject  entire  agencies,  to  possible  dissolu- 
tion without  ever  reaching  the  merits  of  the  situation  because  of 
the  time  limits. 

If  Congress  took  the  4R  Act  as  it  was  considered  and  passed  by 
Congress  and  looked  at  it  and  applied  it  within  this  procedure,  you 
did  not  handle  the  4R  Act  within  these  time  limitations,  and  you 
would  have  had  to  sunset  the  whole  matter. 

Although  my  prepared  remarks  point  out  several  other  aspects  of 
the  three  bills  under  consideration  which  the  Commission  believes 
could  present  difficulties,  I  would  like  to  turn  at  this  point  to  a 
more  general  thought,  that  is  the  type  of  program  that  we  at  the 
ICC  believe  is  needed  to  improve  the  efficiency  and  responsiveness 
of  Government  agencies. 

It  is  our  view  that  the  agencies  themselves  should  conduct  an 
ongoing  reassessment  of  their  mission  along  with  the  machinery  to 
implement  findings  concerning  new  goals  which  need  to  be  met. 

Mr.  MoAKLEY.  Are  you  currently  doing  this,  Mrs.  Brown? 

Ms.  Brown.  Yes,  certainly  now.  As  I  heard  the  testimony  given 
to  this  committee  before,  this  is  a  period  of  time  in  which  I  think 
everybody  has  the  message  that  they  must  do  a  reassessment.  It  is 
time  for  reassessment.  Congress  is  reassessing.  Everybody  is  reas- 
sessing, certainly  the  Interstate  Commerce  Commission. 
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Mr.  MoAKLEY.  Has  the  threat  of  deregulation  caused  this  reas- 
sessment? 

Ms.  Brown.  Well,  I  think  not  just  the  threat  of  deregulation  but 
I  think  really  the  real  need  of  everybody  to  look  from  the  bottom 
up.  The  ICC  has  existed  for  a  long,  long,  long  time. 

Mr.  MoAKLEY.  But  has  there  been  more  activity  down  at  ICC 
since  the  threat  of  deregulation  has  arisen? 

Ms.  Brov^tn.  Yes;  but  I  would  say  that  they  have  heard  of  deregu- 
lation in  degrees  for  many,  many  years. 

Mr.  MoAKLEY.  I  am  sure  they  have  not  heard  it  from  the  sources 
that  they're  hearing  from  now. 

Ms.  Brown.  It  has  been  increasing  and  as  it  increases  the  re- 
sponsiveness increases.  That  is  the  way  all  of  us  are.  That  is  the 
way  the  Congress  is.  That  is  the  way  the  people  back  home  are. 
That  is  the  way  we  are. 

I  think  to  really  feel  a  need  for  reassessment  from  your  roots  is  a 
very  important  feature  for  all  of  us  to  have,  not  for  somebody  just ; 
to  make  us  go  through  a  process  of  reassessment  when  we  don't 
want  to.  Success  depends  on  how  sincere  we  are  in  wanting  to  do 
something. 

I  think  it  depends  on  maybe  how  long  ago  you  looked  at  yourself. 
Some  agencies  aren't  very  old  and  they  have  already  had  to  look  at 
themselves  as  the  prior  witness  told  you. 

There  are  other  agencies,  the  ICC  being  one,  who  is  very  old  and 
regulations  of  the  motor  carrier  industry  came  into  being  in  1935. 
We  have  had  some  look  at  it.  I  don't  think  it  has  had  a  root  look 
since  1935. 

Mr.  MoAKLEY.  But  it  is  having  a  root  look  now. 

Ms.  Brown.  Yes;  and  I  think  it  is  very  good.  As  a  result  of  all  of 
this  I  think  it  might  have  been  foreseen  that  we  would  have  less 
work.  We  have  not  only  made  policy  matter  changes  but  a  lot  of 
other  things  too,  such  as  procedure  changes,  to  simplify  things  so 
that  we  can  get  to  matters  that  are  really  important. 

As  I  told  you  before,  our  caseload  has  increased  so  much  with 
our  new  changes,  and  maybe  that  should  have  been  foreseeable, 
that  it  requires  a  great  deal  of  effort,  input  and  handling  to  try  to 
work  the  increase  caseload.  In  some  cases  it  has  meant  increased 
paperwork,  which  we  are  deadly  opposed  to. 

I  certainly  don't  want  to  downplay  the  need  for  congressional 
oversight.  With  the  ongoing  agency  reassessment.  Congress  should 
concentrate  its  oversight  efforts  on  the  degree  to  which  the  in- 
house  agency  reviews  yield  results  which  advance  the  public  inter- 
est. The  Commission  feels  that  the  thoroughness  of  the  reassess- 
ment job  in  conjunction  with  congressional  review  fits  well  into 
oversight. 

Any  review  program  which  does  not  involve  agency  responsibili- 
ty for  reviewing  its  own  programs  will  not  establish  agency  ac- 
countability for  the  administration  of  its  own  programs,  and  this  is 
the  responsibility  which  we  at  the  Commission  accept,  and  we 
think  we  are  doing  responsibly  now. 

I  would  like  to  stress  that  at  the  ICC  we  are  taking  serious 
measures  to  improve  the  effectiveness  and  coordination  of  our  reg- 
ulatory programs,  and  I  want  to  tell  you  a  little  bit  about  what  we 
are  doing  within  the  agency,  and  that  is  we  have  established  a  new 
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office.  The  office  is  called  Policy  and  Analysis.  Its  job  is  to  coordi- 
nate policy  initiatives  as  we  look  into  the  many  things  at  the  ICC 
and  progress. 

In  regard  to  our  reassessment  and  reevaluation,  we  found  a 
greater  need  than  ever  for  policy  coordination  in  our  initiatives  for 
the  future.  We  have  established,  too,  an  office  of  performance 
review.  This  measures  and  evaluates  our  policy  and  program  deter- 
minations. 

In  essence,  both  of  these  offices  came  into  being  with  our  new 
look  at  the  new  ways  to  do  things  at  ICC  and  to  do  them  better. 
Before  any  major  regulation  may  be  considered  by  the  agency,  a 
regulatory  analysis  must  be  performed  similar  to  the  one  required 
by  Executive  Order  12044,  and  that  was  dated  March  23,  1978. 

As  you  know,  the  zero-based  budgeting  directive  to  which  we  are 
subject  compels  us  annually  to  justify  the  allocation  of  the  future 
funds. 

In  conclusion,  the  Commission  would  not  oppose  the  periodic 
Presidential  review  prescribed  by  title  V  of  H.R.  2  or  H.R.  2364,  if 
it  were  not  for  the  sunset  feature.  We  feel  that  the  agency's  reas- 
sessment or  evaluation  could  be  so  important  to  the  whole  process 
if  that  were  properly  added. 

However,  we  believe  that  some  agency  input  should  be  mandated 
into  any  reform  proposals  which  may  be  required,  and  if  H.R.  65 
were  adopted,  our  internal  review  machinery  could  coordinate  well 
its  requirements. 

That  concludes  my  summary  statement,  and  I  would  be  happy  to 
respond,  if  I  can,  to  any  questions  the  committee  has. 

[Ms.  Brown's  prepared  statement,  with  attachment,  follow:] 

Prepared  Statement  of  Virginia  Mae  Brown,  Vice  Chairman,  Interstate 

Commerce  Commission 

Mr.  Chairman  and  members  of  the  subcommittees:  The  Interstate  Commerce 
Commission  appreciates  the  opportunity  to  present  its  views  on  title  V  of  H.R.  2,  the 
"Sunset  Act  of  1979",  on  H.R.  65,  the  "Legislative  Oversight  Act  of  1979",  and  on 
H.R.  2364,  the  "Regulatory  Reform  Act  of  1979". 

All  of  the  bills  under  consideration  here  have  predecessors  in  the  prior  Congress. 
Title  V  of  H.R.  2  and  H.R.  2364  are  quite  similar  to  each  other  and  also  to  S.  600, 
the  "Regulatory  Reform  Act  of  1977".  H.R.  65  is  virtually  identical  to  H.R.  10421, 
the  "Legislative  Oversight  Act  of  1978".  The  approach  to  regulatory  reform  in  these 
bills  differs  markedly,  however.  I  will  first  discuss  H.R.  2  and  H.R.  2364,  and  then 
turn  to  H.R.  65. 

Both  title  V  of  H.R.  2  and  H.R.  2364  contemplate  that  Congress  will  reevaluate 
agencies  and  enact  comprehensive  reform  legislation  with  respect  to  them  during  a 
specified  review  period.  This  period  extends  for  10  years  in  title  V  and  for  8  years  in 
H.R.  2364.  While  both  require  the  President  to  develop  the  reform  legislation,  the 
latter  proposal  also  includes  "sunset"  provisions.  These  would  terminate  the  author- 
ity of  the  involved  agency  or  agencies  if  Congress  does  not  affirmatively  act  on  a 
proposed  reform  plan. 

Although  the  sunset  provision  is  the  major  difference  between  H.R.  2364  and  title 
V  of  H.R.  2,  there  are  other  minor  variances  between  title  V  and  H.R.  2364,  as  well. 
I  would  like  to  discuss  these  before  setting  out  the  Commission's  views  on  the 
general  merits  of  sunset  legislation.  In  our  prior  comments  on  H.R.  2,  we  noted  that 
title  V  would  make  it  difficult  to  coordinate  reform  efforts  in  the  field  of  transporta- 
tion. This  stems  from  the  requirement  that  the  President  submit  plans  concerning 
the  various  agencies  involved  at  different  times.  H.R.  2364  prescribes  a  single  date 
on  which  the  plan  or  plans  concerning  all  transportation  agencies  would  be  due; 
specifically  April  1,  1983.  Therefore,  it  would  resolve  our  objections  in  this  regard. 

H.R.  2364  also  eliminates  the  requirement  in  paragraphs  (1)  and  (5),  respectively, 
of  section  502(b)  of  H.R.  2,  that  the  President's  reform  plans  evaluate  (a)  the  degree 
to  which  an  agency  has  met  its  original  objectives  and  (b)  the  cost  effectiveness  of  its 
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rules.  We  previously  questioned  the  feasibility  of  these  criteria,  and  therefore  agree 
with  their  deletion  in  H.R.  2364.  However,  section  5  of  H.R.  2364  does  require  the 
GAO  and  the  Director  of  the  Congressional  Budget  Office  to  submit  a  report  con- 
temporaneously with  the  President's  reform  plan  or  plans,  which  must  deal  with 
these  two  criteria.  Thus,  the  same  difficulty  is  presented  in  a  somewhat  different 
form,  and  we  still  believe  that  adequately  analyzing  these  questions  may  not  be 
possible. 

Also,  section  6(b)  of  H.R.  2364  requires  the  President's  plan  to  be  referred  to  the 
respective  Committees  on  Government  Operations  in  both  the  Senate  and  the  House 
of  Representatives,  in  addition  to  those  committees  having  oversight  responsibility 
with  respect  to  the  subject  matter  of  the  involved  plans.  While  we  understand  the 
Government  Operations  Committees'  natural  concern  with  legislation  of  this  kind,  it 
would  appear  that  his  joint  referral  could  inject  additional  delay  into  the  process  of 
considering  and  approving  what  would  likely  be  major  legislation. 

I  would  next  like  to  address  the  question  of  sunset  legislation.  In  general,  the 
Commission  strongly  supports  the  view  that  public  confidence  in  the  Federal  Gov- 
ernment needs  to  be  revived.  We  share  the  concern  of  Congress  that  programs  must 
be  better  coordinated  to  reduce  waste  and  facilitate  reallocation  of  scarce  public 
resources.  However,  we  question,  as  we  have  done  previously  on  several  occasions, 
whether  sunset  legislation  is  the  best  means  to  achieve  these  goals. 

Problems  we  have  noted  regarding  a  program  such  as  the  one  proposed  in  H.R. 
2364  stem  largely  from  the  magnitude  of  the  task  involved,  which  is  supposed  to  be 
accomplished  in  a  very  limited  time  frame.  We  have  had  recent  experience  with  the 
amount  of  time  needed  to  develop  complex  regulatory  reform  legislation;  namely, 
the  Railroad  Revitalization  and  Regulatory  Reform  Act  of  1976  (the  4R  Act).  This 
act  covered  only  one  transportation  mode  regulated  by  the  Commission  and  its 
progress  was  stimulated  considerally  by  the  imminent  shutdown  of  the  Penn  Cen- 
tral and  other  Northeast  railroads.  Moreover,  it  contained  provisions  which  had 
been  extensively  discussed  in  prior  Congresses.  Still,  the  act,  including  the  original 
Executive  proposal,  took  well  over  a  year  to  develop.  Even  with  all  of  these  factors 
favorable  to  its  passage,  the  4R  Act  would  not  have  met  the  time  limits  established 
by  H.R.  2364,  which  require  all  reform  bills  to  be  reported  from  committee  by  May  1 
of  the  year  after  they  are  submitted,  and  enacted  by  August   1   of  that  year. 

It  is  entirely  possible  that  comprehensive  regulatory  reform  bills  contemplated  by 
H.R.  2364  either  would  not  meet  the  deadlines  imposed  by  the  bill,  thus  causing  an 
agency's  rules  or  the  agency  itself  to  lapse  without  congressional  action,  or  would 
have  to  be  rushed  through  in  order  to  meet  the  statutory  deadline,  thus  precluding 
necessary  in-depth  consideration  of  complex  issues.  Either  alternative  could  involve 
substantial  risks  to  the  public  interest. 

Given  the  likelihood  that  difficulties  would  be  experienced  in  meeting  the  statu- 
tory deadlines,  the  question  arises  as  to  what  circumstances  are  likely  to  occur  as 
the  "sun  begins  to  set"  on  the  agency.  One  can  envision  a  situation  where  all  the 
reports  have  been  made  to  the  appropriate  committees,  but  for  any  one  of  numerous 
reasons  the  committee  takes  no  action  and  the  affected  agency's  powers  begin  to 
fade.  However,  the  substantive  provisions  of  law  and  the  statutory  mandate  which 
originally  prompted  authorization  of  the  programs  would  remain  on  the  books.  This 
could  lead  to  considerable  confusion,  as  agencies  would  have  to  try  to  perform 
unfunded  tasks.  Similarly,  litigation  would  be  placed  in  serious  jeopardy  should 
funding  disappear  for  a  program-related  lawsuit  during  court  proceedings. 

The  lapse  of  agency  rules  could  create  another  problem  as  well;  namely,  what 
happens  to  large  segments  of  private  industry  and  the  general  public  which  have 
come  to  rely  heavily  on  agency  requirements  as  the  basis  for  their  private  arrange- 
ments, relationships,  and  remedies.  For  example,  the  Commission  has  promulgated 
extensive  regulations  governing  the  conduct  of  the  Nation's  household  goods  carri- 
ers, and  regulating  the  lease  and  interchange  of  vehicles.  Other  regulations  which 
could  be  affected  include  those  limiting  smoking  on  interstate  buses,  and  our  whole 
system  of  accounting  procedures — to  name  only  a  very  few. 

Confusion  about  the  status  of  the  law  and  of  this  agency  could  lead  to  confusion 
among  the  carriers,  shippers,  passengers,  consumers,  and  communities  affected  by 
our  regulation,  and  that  could  destroy  the  Commission's  ability  to  fulfill  its  mandat- 
ed responsibilities  and  even  disrupt  carrier  operations  throughout  the  country. 
These  considerations,  in  our  opinion,  are  sufficiently  grave  to  raise  a  question  as  to 
whether  the  sunset  concept  embraced  in  this  bill  is  a  desirable  means  of  improving 
congressional  oversight  of  Government  agencies. 
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Title  V  of  H.R.  2  does  not  include  a  sunset  provision,  and  thus  is  preferable  in 
this  regard  to  H.R.  2364.'  It  still  places  on  the  President  the  duty  to  provide  the 
impetus  for  reform  of  Government  regulation,  however.  While  it  is  certainly  appro- 
priate to  have  the  executive  branch  involved  early  in  any  regulatory  reform  matter, 
we  believe  that  the  most  effective  form  of  review  of  agency  actions  is  not  sunset  or 
Presidentially  initiated  review,  but  rather  a  review  generated  in  the  first  instance 
by  the  agencies  themselves.  This  is  so  for  several  reasons.  First,  we  feel  that  the 
agency  should  be  doing  this  anyway,  in  the  interest  of  effective  management  of  the 
taxpayers'  dollars.  Second,  it  is  the  agency  responsible  for  a  program  which  should 
have  the  best  knowledge  of  how  it  is  working,  and  whether  it  should  be  changed. 
This  is  not  to  say  that  such  agency  reviews  should  not  themselves  be  reviewed — 
congressional  oversight  is  essential  to  insure  that  the  public's  interests  are  being 
served.  Nevertheless,  any  review  program  which  does  not  require  the  agency  to 
conduct  its  own  continual  review  threatens  accountability  and  the  thoroughness  of 
the  review  process.  Accordingly,  we  question  the  wisdom  of  the  approach  taken  in 
these  two  bills  which  would  require  the  President,  apparently  without  the  benefit  of 
any  input  from  the  agencies  themselves,  to  submit  comprehensive  reform  proposals. 
We  feel  it  is  preferable  to  have  the  agencies  themselves,  which  have  the  requisite 
expertise,  conduct  extensive  reviews  of  their  programs,  which  then  can  be  reviewed 
in  turn  by  the  President  and/or  the  Congress. 

The  Commission  has  an  internal  review  process  which  will  tie  in  well  with 
congressional  oversight  efforts.  Let  me  discuss  the  different  aspects  of  that  process 
briefly  at  this  point. 

It  is  essential  to  effective  regulation  that  programs,  policies,  and  priorities  be 
coordinated  so  as  to  avoid  misallocation  of  agency  efforts  and  resources.  In  order  to 
improve  our  abilities  in  this  regard,  the  Commission  has  recently  established  an 
Office  of  Policy  and  Analysis.  It  is  responsible  not  only  for  setting  priorities  for  the 
regulatory  activities  of  the  agency,  but  also  for  identifying  those  areas  where  new 
approaches  may  be  needed  to  improve  the  responsiveness  of  the  transportation 
industry  to  the  public  needs. 

Of  course,  it  is  not  enough  just  to  coordinate  our  various  activities — we  must  also 
continually  monitor  and  evaluate  them.  To  accomplish  this,  a  Section  of  Perform- 
ance Review  was  set  up  in  1977.  This  section  evaluates,  on  a  quarterly  basis, 
whether  and  how  well  the  Commission's  policies  are  actually  being  implemented. 
Each  functional  operating  unit  of  the  agency  is  subject  to  this  process.  This  provides 
an  effective  means  to  reassess  continually  the  correctness  of  our  policy  and  program 
determinations. 

In  the  same  vein,  we  voluntarily  agreed  to  comply  with  the  President's  Executive 
order  of  March  23,  1978,  which  provides  for  the  preparation  of  a  regulatory  analysis 
for  all  proposed  rules  which  will  have  a  major  public  impact.  A  directive  implement- 
ing this  Executive  order  was  recently  circulated  to  appropriate  Commission  employ- 
ees. A  copy  of  this  directive,  which  illustrates  the  extent  of  our  regulatory  analysis, 
is  attached.  Also,  in  conjunction  with  the  budget  preparation  process,  each  agency 
component  must  justify  the  allocation  of  future  funds  in  terms  both  of  its  program's 
importance  to  statutory  goals,  and  the  improvement  of  future  performance  of  its 
assigned  task. 

These  improvements  indicate,  in  our  view,  that  the  ICC  is  aware  of  the  need  for 
continuing  reform.  We  are  also  committed,  to  the  extent  allowed  by  our  underlying 
statutory  authority,  to  improve  our  regulation  on  a  continuing  basis. 

I  would  now  like  to  discuss  briefly  H.R.  65.  The  primary  emphasis  of  this  proposal 
appears  to  be  on  improving  congressional  oversight  by  mandating  the  reevaluation 
of  programs  on  a  continuing  basis.  We  believe  that  the  various  means  the  Commis- 
sion has  developed  to  improve  its  planning  and  management  abilities  would  coordi- 
nate well  with  this  approach  if  it  were  adopted. 

We  should  note  that  there  is  some  question  as  to  whether  H.R.  65  would  apply  to 
the  Commission.  The  Congressional  Record  excerpt  describing  the  bill  indicates  that 
its  drafters  intended  it  to  impose  limits  only  on  executive  departments.  Its  terms  do 
not  exclude  independent  regulatory  agencies,  however.  If  we  were  to  be  subject  to 
the  bill's  reporting  requirements,  we  believe  it  would  be  preferable  to  report  to  the 
GAO,  rather  than  0MB,  in  view  of  our  status  as  an  arm  of  the  legislative  branch. 

There  also  may  be  a  "sunset"  aspect  to  H.R.  65  insofar  as  section  401  would  bar 
Congress  from  considering  any  legislation  which  extends  new  spending  authority  for 
longer  than  5  years.  Presumably,  any  agencies  authorized  after  the  enf»xtment  of 
H.R.  65  would  expire  at  the  end  of  this  period  unless  Congress  specifically  extends 
them.  Presently  the  authority  under  which  we  function,  subtitle  IV  of  49  U.S.C,  is 


'  While  title  V  does  not  include  a  "sunset"  feature  we  note  that  other  sections  of  H.R.  2  do 
include  such  provisions. 
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continuing  in  nature.  While  regular  reauthorization  of  programs  and  agencies  may 
be  workable— particularly  if  the  reauthorizations  do  not  occur  so  frequently  as  to  be 
disruptive  of  the  activities  of  Congress  and  the  agencies— we  question  the  desirabil- 
ity of  tying  in  sunset  provisions  for  the  reasons  expressed  earlier  in  this  statement. 
That  concludes  my  prepared  statement.  I  will  be  glad  to  attempt  to  answer  your 
questions  at  this  time. 

[Attachment] 

Interstate  Commerce  Commission 

Directive:  Chairman's  issuance,  No.  79-7. 

To:  All  Bureau  and  Office  Directors,  Date:  April  10,  1979. 

Subject:  Proposed  Rulemakings  and  Regulatory  Analyses. 

1.  Purpose.— This  issuance  replaces  Chairman's  Issuance  78-2  and  prescribes  the 
procedures  to  be  used  for  initiating,  evaluating,  and  analyzing  proposed  rulemak- 
ings and  policy  statements  and  for  submitting  them  to  the  Commission.  The  proce- 
dures provide  for  frequent  consultation  and  joint  approval  by  the  Office  of  Policy 
and  Analysis  and  the  Office  of  Proceedings  so  that  each  proposed  rulemaking  will 
be  analyzed  from  both  a  legal  and  an  economic  policy  standpoint. 

2.  References.— Executive  Order  12044,  Improving  Government  Regulations,  43 
F.R.,  12661,  March  23,  1978;  Ex  Parte  350. 

3.  Background.— This  issuance  covers  all  rulemaking  proceedings  (whether  initiat- 
ed by  the  Commission  or  stemming  from  a  petition  of  others,  such  as  a  carrier, 
shipper,  or  a  member  of  the  public)  and  all  statements  of  general  policy.  As  used  in 
this  instance,  "rule"  includes  amendment  or  repeal  of  a  rule  in  whole  or  part. 

4.  Procedures  for  submission  and  preparation  of  rulemakings.— A.  Preliminary 
notification  to  the  Office  of  Policy  and  ^raa/^-sis. —Bureaus  or  offices  considering 
undertaking  a  rulemaking  should  notify  the  Director,  Office  of  Policy  and  Analysis 
(OPA),  at  the  earliest  stage  possible  before  any  significant  amount  of  staff  time  is 
expended.  Early  notification  will  enable  OPA  to  provide  initial  guidance  to  the 
originating  office;  to  assess  the  relative  priority  of  the  rulemaking;  and  to  coordi- 
nate the  proposal  with  the  Office  of  the  Managing  Director  (Section  of  Performance 
Review),  the  Office  of  Proceedings,  and  other  bureaus  and  offices.  Staff  of  OPA  and 
Proceedings  will  meet  to  discuss  the  appropriate  approach  for  a  proposed  rulemak- 
ing and  to  arrange  for  analytical  and  legal  support.  OPA  will  inform  the  originating 
office.  Proceedings,  and  the  Office  of  the  Managing  Director  (OMD)  of  its  prelimi- 
nary conclusions  on  the  proposal  within  10  working  days. 

If  a  bureau  or  office  believes  that  a  rulemaking  proposal  is  of  such  limited 
significance  or  of  such  obvious  merit  that  it  does  not  require  a  complete  regulatory 
analysis  (as  described  in  section  5),  the  Office  of  Policy  and  Analysis  should  be 
informed  of  the  reasons  underlying  the  conclusion.  OPA,  after  consultation  with 
Proceedings  and  0MB,  may  waive  compliance  with  the  regulatory  analysis. 

B.  Development  of  rulemaking  timetable.— In  consultation  with  OPA,  OMD,  and 
Proceedings,  the  originating  bureau  or  office  will  develop  a  timetable  for  conducting 
a  rulemaking  on  an  approved  proposal.  The  Office  of  Proceedings  will  monitor 
progress  on  the  rulemaking  timetable  through  its  Case  Status  System. 

C.  Submission  by  the  originating  bureau  or  office.— After  receiving  approval  on 
the  proposed  rulemaking,  the  originating  bureau  or  office  will  be  responsible  for 
conducting  a  regulatory  analysis.  After  the  regulatory  analysis  and  any  studies  are 
completed,  the  bureau  or  office  will  submit  a  draft  notice  of  proposed  rulemaking, 
including  a  brief  summary  of  the  regulatory  analysis;  recommendations  for  analysis 
by  bureaus  and  offices;  draft  rules  as  appropriate;  and  other  accompanying  materi- 
als to  OPA,  Proceedings,  and  OMD  (Section  of  Performance  Review).  This  material 
must  be  submitted  at  least  20  working  days  before  the  target  date  for  Commission 
review  of  the  notice. 

D.  Review  of  draft  notice  of  proposed  rulemaking.— OPA,  OMD,  and  Proceedings 
will  jointly  review  the  draft  notice  and  approve  or  disapprove  it  no  later  than  10 
working  days  after  its  receipt.  (The  OMD  has  responsibility  for  assessing  the  impact 
of  the  proposed  rulemaking  on  ongoing  workload  and  budget  resources.) 

The  notice  will  be  returned  to  the  originating  office  either  for  revision  or  for 
submission  to  the  Commission.  (If  the  draft  notice  is  returned  for  revision,  OPA, 
OMD,  and  Proceedings  will  again  have  10  working  days  to  review  the  revision.)  If 
OPA,  OMD,  and  Proceedings  staff  are  unable  to  agree  on  the  notice,  the  issues  will 
be  resolved  by  the  Chairman.  Similarily,  if  these  offices  disapprove  a  proposed 
rulemaking,  the  originating  bureau  or  office  may  appeal  the  decision  to  the  Chair- 
man. 
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After  a  draft  notice  is  approved,  it  will  be  submitted  to  the  Chairman  for  review. 
Up>on  Commission  approval,  the  originating  bureau  will  assure  that  the  draft  notice 
is  published  in  the  Federal  Register  and  served  by  the  Secretary. 

E.  Review  of  the  record  and  preparation  of  final  rulemaking  notice. — After  the 
public  comment  period  has  closed  and  the  record  has  been  reviewed,  the  involved 
bureaus  and  offices  will  consult  with  OPA  and  Proceedings  to  determine  whether 
the  record  will  support  the  adoption  of  final  rules.  If  the  record  will  support  final 
action,  the  responsibility  for  drafting  recommended  decisions,  reports,  and  orders 
will  be  assigned  to  the  involved  bureaus  and  offices.  If  the  record  will  not  support 
final  action,  a  decision  will  be  made  on  how  and  whether  to  pursue  or  terminate  the 
rulemaking. 

When  a  final  rulemaking  notice  is  prepared,  the  originating  bureau  or  office  will 
submit  it  to  OPA,  PMD,  and  Proceedings.  These  offices  must  approve  the  final 
notice  before  it  is  submitted  to  the  Chairman  and  the  Commission.  (OMD  will 
review  the  final  rules  to  assure  that  staff  resources  and  budget  impacts  considered 
in  connection  with  the  initial  proposal  have  not  changed).  Any  disagreements  will 
be  resolved  by  the  Chairman. 

5.  Preparation  of  the  regulatory  analysis. — The  required  regulatory  analysis 
should  be  viewed  as  an  integral  part  of  the  rulemaking  process,  rather  than  as  a 
separate  analytical  study.  The  proposed  rulemaking  should  be  evaluated  in  terms  of 
need,  cost,  and  impact. 

The  subject  areas  listed  below  are  designed  to  assist  the  originating  bureau  or 
office  in  analyzing  its  rulemaking  proposal,  to  assure  the  development  of  a  complete 
and  informative  notice  of  proposed  rulemaking,  and  to  eissist  the  Commission  in 
determing  whether  the  proposal  has  sufficient  merit  to  warrant  issuance.  A  sum- 
mary of  the  analysis  of  elements  below  should  be  included  in  the  notice  of  proposed 
rulemaking.  Internal  matters,  such  as  staff  or  organizational  effects  and  anticipated 
costs  to  the  Commission,  should  be  addressed  in  a  transmittal  memorandum. 

A.  Issues. — (1)  Is  there  an  identifiable  national  or  Commission  policy  objective 
which  the  proposed  rule  is  expected  to  implement? 

(2)  How  revelant  is  the  proposed  rule  to  the  carrying  out  of  the  Commission's 
responsibilities? 

(3)  What  issues  will  have  to  be  resolved  before  the  final  decision  can  be  made  on 
whether  to  adopt  the  proposed  rule? 

B.  Background.— (I)  What  information  or  studies  available  to  the  Commission 
support  the  proposed  action? 

(2)  Are  there  pending  rulemakings  or  investigations  which  are  significantly  relat- 
ed to  the  proposed  rule? 

(3)  How  does  the  Commission  and  the  regulated  industry  function  now  in  the 
absence  of  the  proposed  rule? 

C.  Effects.— Id  What  are  the  anticipated  effects  of  the  proposed  rule  on  the 
transportation  industry,  the  public,  and  the  Commission? 

(2)  How  can  the  effects  of  the  proposed  rule  be  measured? 

(3)  Should  an  evaluation  of  the  effects  be  conducted? 

(4)  Have  environmental  and  energ>'  impacts  been  considered? 

(5)  Are  substantial  costs,  benefits,  or  other  impacts  expected  to  result  from  the 
adoption  of  the  proposed  rule? 

(6)  Are  the  anticipated  costs  justified  by  the  anticipated  benefits? 

D.  Alternatives. — (1)  What  alternative  courses  of  action  are  possible? 

(2)  How  do  these  alternatives  compare  to  the  proposed  rulemaking  in  cost,  time 
required,  and  anticipated  results? 

E.  Involvement. — (1)  If  a  rulemaking  is  instituted,  is  a  record  adequate  to  permit 
an  informed  decision  likely  to  be  developed  by  the  outside  participants? 

(2)  Should  Commission  staff  be  directed  to  participate  in  the  proceeding  to  develop 
the  record?  If  yes,  how  many  professional  staff  and  how  many  clerical  staff  will  be 
involved  and  for  how  long? 

(3)  What  other  Commission  resources  will  be  used  in  drafting  the  rules  or  process- 
ing the  rulemaking  proceeding,  i.e.,  staff  resources,  contract  dollars,  travel  dollars, 
computer  support,  and  so  on? 

(4)  What  Commission  resources  will  be  used  in  implementing,  monitoring,  enforc- 
ing and  evaluating  the  resulting  regulation  or  policy  change? 

(5)  What  other  government  agencies  should  be  consulted  or  requested  to  partici- 
pate in  the  rulemaking  proceeding? 

(6)  What  other  bureaus  and  offices  of  the  Commission  have  been  consulted  in 
preparing  the  notice  of  rulemaking? 

F.  Dates.— (1)  What  are  the  target  dates  for  beginning  and  completing  the  rule- 
making proceedings  and  key  intermediate  stages? 
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(2)  What  dates  are  to  be  established  for  public  participation  in  the  rulemaking 
proceeding? 

G.  Forms  and  reporting  requirements. — What  special  forms  or  reporting  require- 
ments will  be  needed? 

6.  Responsibility/action  required. — A.  Point  of  contact. — For  each  proposed  rule- 
making, bureaus  and  offices  should  designate  a  single  point  of  contact,  usually  the 
individual  involved  in  the  preparation  of  the  draft  notice.  When  first  contacting 
OPA  and  Proceedings  regarding  a  proposed  rulemaking,  they  should  provide  the 
staff  member's  name,  office,  and  telephone  number.  OPA,  OMD,  and  Proceedings 
will  also  establish  a  contact  person  in  each  office  for  the  rulemaking. 

B.  Time  limits. — Bureaus  and  offices  are  responsible  for  identifying  pertinent 
statutory  and  internal  time  limits  and  for  scheduling  work  on  a  proposed  rulemak- 
ing to  assure  that  time  limits  can  be  met. 

7.  Effect  on  other  issuances. — Supercedes  Chairman's  Issuance  78-2,  dated  April  7, 
1978. 

A.  Daniel  O'Neal,  Chairman. 

Mr.  MoAKLEY.  Thank  you.  The  Chair  will  hear  from  Mr.  Cress- 
worth  Lander  and  open  up  for  questions  after  that. 

STATEMENT  OF  CRESSWORTH  LANDER,  MANAGING  DIRECTOR, 

CIVIL  AERONAUTICS  BOARD 

Mr.  Lander.  Mr.  Chairman  and  members  of  the  subcommittee,  I 
am  very  pleased  to  be  here  to  present  to  this  joint  hearing  the 
views  of  the  Civil  Aeronautics  Board  on  sunset  and  legislative  veto 
legislation  under  your  consideration. 

I  would  like  to  give  a  brief  summary  of  my  written  testimony 
and  ask  that  my  prepared  statement  be  made  a  part  of  the  record. 

Mr.  MoAKLEY.  Without  objection.  It  will  be  made  a  part  of  the 
record. 

Mr.  Lander.  Our  own  experience  has  shown  that  even  a  Govern- 
ment program  that  both  the  regulators  and  the  regulated  believe 
in,  one  that  has  become  "built  into"  our  economic  thinking,  can  be 
an  unnecessary  and  expensive  millstone.  It  has  also  shown  that  a 
careful,  searching  program  review  can  reveal  the  flaws  in  the 
assumptions  underlying  a  program,  point  the  way  to  a  more  effec- 
tive course  of  national  action,  and  even  lay  the  foundation  for  a 
broad  consensus. 

Of  the  program  review  bills  being  considered,  we  prefer  the  more 
comprehensive  approach  taken  by  H.R.  2,  the  Sunset  Act  of  1979. 
While  we  support  the  zero-based  budget  review  of  Government 
programs  in  title  I,  we  recommend  that  termination  of  an  agency 
or  of  a  program  be  accomplished  by  a  positive,  affirmative  act  of 
Congress,  rather  than  by  simply  allowing  the  program's  statutory 
authority  to  run  out.  In  our  case,  only  after  Congress  acted  to  set 
the  date  was  deregulation  believed  on  all  sides,  and  only  then  could 
the  industry  respond  to  the  new  environment  with  any  certainty. 
Under  the  approach  used  by  H.R.  2,  it  is  possible  that  the  absence 
of  any  positive  congressional  action  would  have  the  same  effect  in 
the  years  before  the  sunset  date,  impeding  both  existing  programs 
and  efforts  to  change  direction. 

The  resultant  legislation  should  also  permit  the  use  of  a  phased 
transition  period  before  sunset.  A  transition  period  allows  adjust- 
ments to  be  made  by  the  program  managers  and  by  those  segments 
of  the  public  affected  without  undue  hardship  or  disruption. 

One  of  the  most  important  considerations  in  developing  a  sunset 
program,  and  one  that  is  sometimes  neglected,  should  be  the  effect 
it  will  have  on  employees.  Without  a  firm  date  set  in  advance,  and 


586 

without  a  phased  reduction  of  operation,  the  agency  and  its  person- 
nel will  be  in  a  state  of  uncertainty  during  the  2  or  3  years  before 
reauthorization  is  scheduled.  Morale  at  the  agency  could  tend  to 
slip,  and  there  could  be  problems  in  hiring  and  retaining  quality 
people.  We  found  that  with  a  set  goal,  and  a  schedule  of  definite 
benchmarks,  these  problems  can  be  ameliorated. 

For  3  years  before  the  Airline  Deregulation  Act  was  passed,  the 
CAB  underwent  a  type  of  program  review  similar  to  that  in  title 
III  of  H.R.  2,  and  found  it  invigorating.  It  also  provided  Congress 
with  more  of  an  understanding  of  the  problems  that  existed  and 
what  was  needed  to  correct  them. 

Let  me  give  you  some  examples  of  how  this  type  of  program 
review  can  work.  Recently,  we  used  a  similar  approach  to  review 
our  regulation  of  the  air  cargo  industry.  In  general,  we  found  a 
regulatory  approach  that,  while  necessary  20  years  ago,  was  now 
entangling  an  important  but  often  overlooked  segment  of  the  in- 
dustry. Part  of  the  result  of  this  reexamination  was  the  reduction 
of  the  regulations  for  freight  forwarders  from  eight  printed  pages 
of  detailed  regulations  to  just  two  pages  of  simple  registration 
procedures  and  general  guidelines. 

Using  this  same  approach  to  reevaluate  the  usefulness  of  the 
CAB's  reporting  requirements,  we  have  eliminated  about  46  per- 
cent of  the  required  CAB  reports,  or  over  25,000  schedules,  from 
1975  through  1978. 

We  have  thus  found  program  review  of  the  type  being  considered 
here  to  be  healthy  for  the  program  and  for  the  agency,  and  benefi- 
cial to  those  parts  of  the  public  directly  affected  by  the  program. 
Our  only  suggestion  on  this  type  of  review  legislation  is:  The 
sooner,  the  better. 

Zero-based  budget  review  of  Government  programs  and  regular 
congressional  review  of  selected  programs  are  directed  at  the  indi- 
vidual spokes  of  the  wheel.  Title  V  looks  at  how  those  spokes  are 
connected  to  the  hub.  Not  only  did  the  Airline  Deregulation  Act 
deal  with  the  individual  programs  of  the  CAB,  but  it  also  forced  a 
review  of  the  CAB's  operation  and  of  economic  regulatory  impact 
on  the  air  transportation  industry  as  a  whole.  For  instance,  the 
act's  new,  expansive  route  policies  and  liberal  fare  policies  would 
not  be  effective  without  the  use  of  expedited  procedures  so  that 
carriers  can  quickly  take  advantage  of  them. 

Turning  to  the  second  issue  of  this  hearing,  we  are  profoundly 
opposed  to  the  concept  of  legislative  veto.  At  first  glance,  agency 
opposition  may  be  thought  to  be  a  knee-jerk  reaction  to  the  pros- 
pect of  closer  supervision  and  possible  overruling  by  Congress.  In 
our  case  such  a  characterization  would  clearly  be  wrong,  since  the 
CAB,  perhaps  more  than  any  other  agency  in  the  Government 
today,  has  its  final  flight  plan  already  set.  No.  One  of  the  most 
important  points — of  many — to  be  made  against  legislative  veto  is 
that  it  would  get  in  the  way  of  the  fundamental,  nothing-is-sacred 
program  review  that  we  are  advocating  here  today.  Although  we 
can  never  be  sure  about  such  things,  we  feel  that  airline  deregula- 
tion, in  the  sweeping  form  that  it  has  taken,  would  not  have 
happened  under  a  legislative  veto  regime. 

In  addition  to  the  major  constitutional  questions  raised  by  this 
legislation,  the  legislative  veto  of  agency  rulemaking  would  serious- 
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ly  impair  the  ability  of  regulatory  agencies  to  function  effectively. 
Agency  rules  are  often  part  of  a  larger  regulatory  program,  which 
is  composed  of  interdependent  regulations.  Delay  in  the  implemen- 
tation of,  or  veto  of,  one  regulation  could  place  the  entire  program 
in  jeopardy. 

On  the  practical  side,  the  legislative  veto  would  cause  lengthy 
delays  in  the  rulemaking  process.  An  extra  2,  3,  or  4  months  added 
at  the  end  of  a  rulemaking  proceeding  that  had  already  included  at 
least  one  notice  and  set  of  public  comments,  and  possibly  an  oral 
hearing,  would  not  be  a  public  benefit. 

The  legislative  veto  would  also  create  a  method  for  special  inter- 
ests to  avoid  the  procedural  safeguards  of  the  Administrative  Pro- 
cedure Act.  Even  with  the  new  public  participation  funding  pro- 
grams, such  as  ours,  smaller  groups  would  be  forced  out  of  the  final 
decisionmaking,  with  only  the  large,  well-supported  groups  being 
able  to  stay  the  course  through  the  congressional  review  process. 

When  applied  to  agency  rulemaking,  the  legislative  veto  is  often 
more  the  treatment  of  a  symptom,  rather  than  of  the  underlying 
cause.  The  problems  are  more  often  in  the  basic  statutes,  or  the 
lack  of  effective  and  continual  review  of  them,  than  in  the  result- 
ing regulation.  Legislative  veto  is  thus  likely  to  impede  basic 
reform,  while  making  the  administration  of  existing  laws  less 
timely,  less  fair,  and  less  predictable. 

We  suggest,  therefore,  that  the  better  means  of  improving  con- 
gressional supervision  over  agency  programs  and  regulation  is  with 
comprehensive  zero-based  budget  and  program  review  legislation  as 
is  being  considered  here.  Although  these  have  been  only  general 
comments,  we  will  be  glad  to  review  specific  bills  considered  by  the 
committee  in  the  future  for  their  impact  on  the  Board's  operation 
during  the  final  years  before  our  sunset.  My  prepared  statement 
does  include  comments  on  H.R.  65  and  H.R.  2364,  and  more  de- 
tailed comments  on  the  points  I  have  made  in  this  summary. 

I  want  to  thank  you  for  the  opportunity  to  appear  here,  and  Mr. 
Edles  and  I  would  be  happy  to  answer  any  questions  you  may  have 
of  the  CAB. 

[Mr.  Lander's  prepared  statement  follows:] 

Prepared  Statement  of  Cressworth  Lander,  Managing  Director,  Civil 

Aeronautics  Board 

Mr.  Chairman  and  members  of  the  subcommittees:  I  am  pleased  to  appear  at  this 
joint  hearing  to  present  the  views  of  the  Civil  Aeronautics  Board  on  the  sunset  and 
legislative  veto  legislation  under  your  consideration. 

The  Board  supports  program  review  legislation  that  is  intended  to  weed  out  those 
Federal  programs  that  are  only  marginally  effective  or  are  no  longer  needed.  Our 
own  experience  has  shown  that  even  a  Government  program  that  both  the  regula- 
tors and  the  regulated  believe  in,  one  that  has  become  "built  into"  our  economic 
thinking,  can  be  an  unnecessary  and  expensive  millstone.  It  has  also  shown  that  a 
careful,  searching  program  review  can  reveal  the  flaws  in  the  assumptions  underly- 
ing a  program,  point  the  way  to  a  more  effective  course  of  national  action,  and  even 
lay  the  foundation  for  a  broad  consensus. 

As  the  first  major  regulatory  agency  to  be  placed  under  a  sunset  mandate,  there 
are  several  matters  that  our  experience  shows  should  be  considered  in  your  review 
of  this  type  of  legislation.  Although  our  operating  experience  under  a  sunset  direc- 
tive is  still  limited,  we  have  seen  examples  both  of  what  should  be  avoided  and  of 
what  can  be  accomplished.  Our  experience  has  been  limited  to  economic  regulation, 
of  course,  and  we  recognize  that  safety  and  environmental  programs  may  present 
different  problems  with  regard  to  program  review. 
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Of  the  program  review  bills  being  considered,  we  prefer  the  more  comprehensive 
approach  taken  by  H.R.  2,  The  Sunset  Act  of  1979.  Title  I  of  H.R.  2  would  establish 
a  zero-based  budget  review  of  Government  programs  in  10-year  cycles.  While  we 
support  the  theory  of  this  type  of  program  review  legislation,  we  recommend  that 
termination  of  an  agency  or  of  a  program  be  accomplished  by  a  positive,  affirmative 
act  of  Congress,  rather  than  by  simply  allowing  the  program's  statutory  authority  to 
run  out.  As  a  practical  matter,  the  authorizing  legislation  should  address  this  area. 
The  program  managers  and  those  affected  by  the  program  must  understand  that  it 
is  ending,  and  must  know  that  the  decision  is  final.  In  our  own  case,  the  CAB's 
courtship  of  deregulation  began  several  years  ago,  but  was  impeded  by  the  difficulty 
many  people  had  in  believing  that  the  CAB  or  Congress  were  serious.  Under 
Chairman  Alfred  Kahn,  the  courtship  became  more  intense.  We  began  to  allow  any 
airline  that  applied  and  was  fit  to  have  route  authority  in  certain  markets.  We  also 
instituted  a  fare  zone  policy  that  allowed  carriers  to  raise  or  lower  their  prices 
within  certain  limits  without  approval  by  the  Board.  Still,  there  was  resistance  and 
limited  response— some  were  afraid  that  the  promise  of  deregulation  would  vanish 
abruptly,  and  others  seemed  reluctant  to  leave  the  security  of  a  regulatory  home. 
Finally  the  deregulation  proposal  was  accepted,  but  only  after  Congress  acted  to  set 
the  date.  Only  then  was  deregulation  believed  on  all  sides,  and  only  then  could  the 
industry  respond  to  the  new  environment  with  any  certainty.  Under  the  approach 
used  by  H.R.  2,  it  is  possible  that  the  absence  of  any  positive  congressional  action 
would  have  the  same  effect  in  the  years  before  the  sunset  date,  impeding  both 
existing  programs  and  efforts  to  change  direction. 

The  resultant  legislation  should  permit  the  use  of  a  phased  transition  period 
before  sunset.  A  transition  period  allows  adjustments  to  be  made  by  the  program 
managers  and  by  those  segments  of  the  public  affected  without  undue  hardship  or 
disruption. 

One  of  the  most  important  considerations  in  developing  a  sunset  program,  and 
one  that  is  sometimes  neglected,  should  be  the  effect  it  will  have  on  employees. 
Without  a  firm  date  set  in  advance,  and  without  a  phased  reduction  of  operation, 
the  agency  and  its  personnel  will  be  in  a  state  of  uncertainty  during  the  2  or  3  years 
before  reauthorization  is  scheduled.  Morale  at  the  agency  could  tend  to  slip,  and 
there  could  be  problems  in  hiring  and  retaining  quality  people.  We  found  that  with 
a  set  goal,  and  a  schedule  of  definite  benchmarks,  these  problems  can  be  ameliorat- 
ed. For  these  reasons,  we  recommend  that  any  program  legislation  resulting  from  a 
sunset  review  include  a  provision  requiring  a  transition  period  before  termination. 
Also,  if  termination  is  decided,  a  provision  for  assistance  in  finding  new  employment 
for  program  employees,  with  retraining  if  needed,  should  be  included. 

Title  III  of  H.R.  2  contains  another  type  of  program  review.  Each  congressional 
committee  would  be  required  to  selectively  reexamine  programs  under  its  jurisdic- 
tion under  specified  criteria.  For  3  years  before  the  Airline  Deregulation  Act  was 
passed,  the  CAB  underwent  a  similar  type  of  program  review,  and  found  it  invigor- 
ating. This  type  of  review  changed  our  view  of  what  was  permitted  under  the  old 
act,  and  of  what  could  be  done  even  under  the  old  limitations.  It  also  provided 
Congress  with  more  of  an  understanding  of  the  problems  that  existed  and  what  was 
needed  to  correct  them.  This  review  later  became  the  basis  for  the  CAB's  pro- 
competitive  interpretation  of  the  old  act,  as  well  as  the  foundation  for  the  sweeping 
changes  contained  in  the  air  transportation  reform  package. 

Let  me  give  you  some  examples  of  how  this  type  of  program  review  can  work. 
Title  III  of  H.R.  2  sets  eight  specific  criteria  by  which  a  program  is  to  be  examined, 
including  identification  of  objectives,  of  emerging  trends,  and  of  any  duplication,  as 
well  as  assessments  of  alternatives,  effectiveness,  and  costs  v.  benefits  of  the  pro- 
gram. Recently,  we  used  a  similar  approach  to  review  our  regulation  of  the  air 
cargo  industry  in  view  of  the  changes  in  our  policy  direction  mandate  by  Congress. 
We  found  that  in  certain  areas  we  were  duplicating  State  regulation  with  no 
appreciable  benefit.  In  other  areas,  there  were  regulations  that  were  ineffective  or 
counterproductive.  In  general,  we  found  a  regulatory  approach  that,  while  necessary 
20  years  ago,  was  now  entangling  an  important  but  often  overlooked  segment  of  the 
industry.  Part  of  the  result  of  this  reexamination  was  the  reduction  of  the  regula- 
tions for  freight  forwarders  from  eight  printed  pages  of  detailed  regulations  to  just 
two  pages  of  simple  registration  procedures  and  general  guidelines. 

Using  this  same  approach  to  reevaluate  the  usefulness  of  the  CAB's  reporting 
requirements,  we  have  eliminated  about  46  percent  of  the  required  CAB  reports,  or 
over  25,000  schedules,  from  1975  through  1978.  For  example,  our  review  showed  that 
the  CAB  and  the  SEC  might  be  able  to  use  a  single  reporting  system  for  certificated 
air  carriers.  Development  of  this  schedule  resulted  in  air  carriers  having  to  file 
about  240  fewer  schedules  annually. 
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We  have  thus  found  program  review  of  the  type  being  considered  here  to  be 
healthy  for  the  program  and  for  the  agency,  and  beneficial  to  those  parts  of  the 
public  directly  affected  by  the  program.  Our  only  suggestion  on  this  type  of  review 
legislation  is:  the  sooner  the  better! 

Title  V  of  H.R.  2  provides  for  the  submission  of  reform  plans  for  the  regulatory 
agencies.  These  plans  would  be  a  review  of  agency  operation  for  duplication,  proce- 
dural delay,  public  participation,  and  effect  on  competition,  among  other  things.  The 
President  would  also  be  directed  to  report  on  the  cumulative  regulatory  impact  on 
specific  industry  groupings.  This  type  of  overview  is  an  important  aspect  of  program 
review.  Zero-based  budget  review  of  Government  programs  and  regular  congression- 
al review  of  selected  programs  are  directed  at  the  individual  spokes  of  the  wheel. 
Title  V  looks  at  how  those  spokes  are  connected  to  the  hub.  Not  only  did  the  Airline 
Deregulation  Act  deal  with  the  individual  programs  of  the  CAB,  such  as  protection 
for  small  community  air  service,  and  whether  the  CAB  itself  is  needed,  but  it  also 
forced  a  review  of  economic  regulatory  impact  on  the  air  transportation  industry  as 
a  whole.  One  of  the  arguments  against  this  type  of  total  review  was  that  since  the 
present  CAB  was  moving  to  reevaluate  its  own  programs  and  policies  under  congres- 
sional supervision,  there  was  no  need  to  change  the  entire  act.  One  important 
answer,  equally  applicable  to  this  legislation,  it  that  agency  leadership  changes,  and 
the  guiding  policies  and  assumptions  of  agency  decisionmaking  change  along  with 
it.  Another  answer  is  that  to  evaluate  the  effect  of  one  program,  it  must  be  viewed 
together  with  other  programs  and  procedures  of  the  agency.  For  instance,  the  small- 
community  air  service  program  cannot  be  evaluated  without  looking  at  the  ability 
of  air  taxis  to  serve  them;  nor  can  new,  expansive  route  policies  and  liberal  fare 
policies  be  effective  without  the  use  of  expedited  procedures  so  that  carriers  can 
quickly  take  advantage  of  them.  Program  review  must  take  such  a  broad  view  to  be 
effect  ivG. 

H.R.  65,  The  Legislative  Oversight  Act  of  1979,  for  example,  appears  to  take  only 
the  first  step  in  providing  the  Government  with  a  complete  program  review  system. 
While  H.R.  65  would  improve  congressional  review  of  the  effectiveriess  of  an  agency 
or  program  in  meeting  the  goals  of  implementing  legislation,  a  similar  method  is 
also  contained  in  H.R.  2,  and  would  be  more  effective  when  coupled  with  the  other 
program  review  and  zero-based  budget  provisions  of  that  bill. 

H.R.  2364,  the  Regulatory  Reform  Act  of  1979,  which  requires  reform  plans  for 
designated  agencies  to  be  submitted  by  the  President  based  on  set  criteria,  again 
uses  an  approach  included  in  H.R.  2.  This  bill,  unlike  H.R.  2,  however,  attempts  to 
force  Congress  to  act  on  these  agency  reform  plans  by  placing  gradually  increasing 
impediments  on  the  functioning  of  the  agency:  first,  its  power  to  issue  regulations 
would  be  stopped,  second,  its  power  to  enforce  existing  regulations  would  be  lost; 
and  finally,  the  agency  itself  would  be  ended.  This  type  of  mechanical  incentive,  by 
shooting  one  leg  at  a  time  before  dealing  the  final  blow,  cripples  the  functioning  of 
an  agency  while  the  reform  plan  is  debated,  which  may  take  several  years,  as  it  did 
with  the  Airline  Deregulation  Act.  This  type  of  incentive  may  also  be  counterpro- 
ductive, resulting  in  hasty  and  ineffective  change  merely  for  its  own  sake. 

Turning  to  the  second  issue  of  this  hearing,  we  are  profoundly  opposed  to  the 
concept  of  legislative  veto.  At  first  glance  agency  opposition  may  be  thought  to  be  a 
knee-jerk  reaction  to  the  prospect  of  closer  supervision  and  possible  overruling  by 
Congress.  We  don't  believe  so.  And  in  our  case  such  a  characterization  would  clearly 
be  wrong,  since  the  CAB,  perhaps  more  than  any  other  agency  in  the  government 
today,  has  it  final  flight  plan  already  set.  No— one  of  the  most  important  points  (of 
many)  to  be  made  against  legislative  veto  is  that  it  would  get  in  the  way  of  the 
fundamental,  nothing-is-sacred  program  review  that  we  are  advocating  here  today. 
Although  we  can  never  be  sure  about  such  things,  we  feel  that  airline  deregulation, 
in  the  sweeping  form  that  it  has  taken,  would  not  have  happened  under  a  legislative 
veto  regime.  Q)ngress  would  have  been  too  involved  in  the  day-to-day  administra- 
tion of  the  existing  act,  and  too  identified  with  existing  practices,  to  step  back  and 
take  a  long  view  of  the  whole  program.  The  industry,  which  at  first  was  vehemently 
opposed  to  deregulation,  would  have  been  able  to  potently  oppose  the  Board's  own 
deregulatory  initiatives,  before  congressional  committees,  on  an  action-by-action 
basis.  And  the  Board  would  have  been  forced  to  adjust  its  policies  at  every  turn  to 
the  latest  messetge  from  the  concerned  committees  and  subcommittees. 

There  are  other  problems.  In  addition  to  the  major  constitutional  questions  raised 
by  this  legislation,  the  legislative  veto  of  agency  rulemaking  would  seriously  impair 
the  ability  of  regulatory  agencies  to  function  effectively.  Agency  rules  are  not 
adopted  in  a  vacuum.  They  are  often  part  of  a  larger  regulatory  program,  which  is 
composed  of  interdependent  regulations.  Delay  in  the  implementation  of,  or  veto  of, 
one  regulation  could  place  the  entire  program  in  jeopardy. 
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On  the  practical  side,  the  legislative  veto  would  cause  lengthy  delays  in  the 
rulemaking  process.  Recently,  the  objective  in  administrative  practice  and  reform 
legislation  such  as  the  Airline  Deregulation  Act  has  been  to  expedite  regulatory 
procedures,  not  lengthen  them.  An  extra  2,  3,  or  4  months  added  at  the  end  of  a 
rulemaking  proceeding  that  had  already  included  at  least  one  notice  and  set  of 
public  comments,  and  possibly  an  oral  hearing,  would  not  be  a  public  benefit.  If,  on 
the  other  hand,  a  shorter  period  for  congressional  action  were  allowed.  Congress 
would  have  difficulty  giving  the  matter  the  attention  it  deserved,  particularly  if 
occurring  during  consideration  of  the  budget  or  at  the  end  of  a  Congress. 

The  legislative  veto  would  also  create  a  method  for  special  interests  to  avoid  the 
procedural  safeguards  of  the  Administrative  Procedure  Act.  Independent  regulatory 
agencies  were  created  in  a  manner  to  insulate  them  from  undue  pressure  being 
brought  to  bear  by  special  interests.  The  agencies  were  given  the  staff  manpower 
and  expertise  to  make  informed  decisions  on  the  facts  of  a  case.  If  the  parties  to  a 
rulemaJcing  knew  that  Congress  would  be  taking  a  second  look  at  each  regulation, 
there  would  be  less  incentive  to  participate  fully  at  the  earlier  stage.  They  would 
wait  to  argue  their  case  in  the  political  forum  of  the  Congress.  This  in  turn  would 
lead  to  greater  uncertainty  for  the  public  in  future  planning,  and  increase  the 
expense  of  participating  in  the  making  of  regulations.  Even  with  the  new  public 
participation  funding  programs,  such  as  ours,  smaller  groups  would  be  forced  out  of 
the  final  decisionmaking,  with  only  the  large,  well-supported  groups  being  able  to 
stay  the  course  through  the  congressional  review  process. 

When  applied  to  agency  rulemaking,  the  legislative  veto  if  often  more  the  treat- 
ment of  a  symptom,  rather  than  of  the  underlying  cause.  Regulations  are  written  by 
agencies  based  on  their  implementing  statutes,  or  on  recently  enacted  program 
statutes.  The  problems  are  more  often  in  the  basic  statutes,  or  the  lack  of  effective 
and  continual  review  of  them,  than  in  the  resulting  regulation.  Legislative  veto  is 
thus  likely  to  impede  basic  reform,  while  making  the  administration  of  existing 
laws  less  timely,  less  fair,  and  less  predictable. 

We  suggest  therefore  that  the  better  means  of  improving  congressional  supervi- 
sion over  agency  programs  and  regulation  is  with  comprehensive  zero-based  budget 
and  program  review  legislation  as  is  being  considered  here.  Certainly,  any  tendency 
to  substitute  legislative  veto  for  more  far-reaching  program  review  legislation  is 
unfortunate  and  should  be  forestalled.  Although  these  have  been  only  general 
comments,  we  will  be  glad  to  review  specific  bills  considered  by  the  committee  in 
the  future  for  their  impact  on  the  Board's  operation  during  the  final  years  before 
our  sunset. 

If  you  have  any  questions  on  my  comments  here  today  or  on  the  Board's  oper- 
ations, I'll  be  glad  to  answer  them. 

Mr.  MoAKLEY.  Mr.  Lander,  if  the  legislative  veto  were  used  selec- 
tively— in  the  case  of  very  arbitrary  rules,  or  rules  that  were 
beyond  the  statutory  mandate  of  the  regulated  agency,  would  your 
opinion  still  be  the  same? 

Mr.  Lander.  If  it  were  used  on  a  relatively,  I  guess,  special  case, 
it  might  be  different,  but  I  guess  it  is  very  difficult  to  ascertain 
those  special  cases.  Everything  seems  to  end  up  being  in  that 
category. 

Mr.  MoAKLEY.  The  testimony  we  have  heard  to  date  is  that  there 
really  isn't  any  solution — that  there  is  no  way  to  forcing  an  agency 
to  change  its  regulations  or  to  implement  certain  policy  other  than 
by  firing  the  chairman  as  one  witness  suggested. 

If  the  Congress  thought  that  the  regulatory  agency  had  complete- 
ly overstepped  its  powers,  and  Congress  used  the  legislative  veto 
sparingly — I  am  sure  it  would  not  be  a  daily  occurrence — would 
you  still  have  the  same  attitude  toward  the  legislative  veto? 

Mr.  Lander.  I  guess  my  comments  are  kind  of  tempered  by  what 
has  happened  in  the  Civil  Aeronautics  Board  in  this  case. 

Mr.  MoAKLEY.  Which  they  should  be. 

Mr.  Lander.  We  came  to  the  Congress  and  through  legislative 
review,  reviewed  what  was  happening  with  the  Civil  Aeronautics 
Board  and  decided  to  have  an  airline  deregulation  act,  and  that 
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accomplished  exactly  what  you  are  saying,  but  it  was  not  accom- 
plished, I  guess,  with  a  legislative  veto. 

Mr.  MoAKLEY.  Well,  I  am  sure  everybody  on  the  committee  real- 
izes that  exercising  a  veto  would  be  a  drastic  step,  only  to  be  used 
in  drastic  cases. 

Mr.  Edles.  Could  I  address  that  point  for  a  moment?  I  would 
make  two  points:  First  of  all,  I  think  that  the  Congress  would  be 
under  tremendous  pressure  from  individuals  who  are  affected  by 
individual  actions  of  an  administrative  agency.  You  are  going  to  be 
bombarded  all  the  time  by  actions  to  veto  a  regulation  which  may 
not  be  very  important  in  the  scheme  of  things,  but  which  a  particu- 
lar individual  or  a  particular  corporation  or  a  particular  interest 
thinks  is  very  important  from  its  own  perspective,  and  it  will  be 
before  you,  urging  you  to  review  it. 

Mr.  MoAKLEY.  We  are  talking  about  very  arbitrary  rules  or  ones 
that  would  clearly  be  beyond  the  legislative  mandate  of  the  regula- 
tory agencies. 

Mr.  Edles.  On  that  issue,  it  seems  to  me  that  the  Congress  is 
going  to  have  to  sit  down,  with  the  individual  Members,  and  their 
staffs,  and  analyze  each  action  of  the  agency  in  order  to  determine 
whether  it  is  really  arbitrary  and  beyond  the  mandate  of  the 
statute.  It  takes  the  court  of  appeals  6  to  9  months,  1  year  to  2 
years  to  make  that  kind  of  determination  when  an  agency  presents 
a  case  to  it.  It  seems  to  me  that  it  has  got  to  take  the  Congress  that 
type  of  time  in  order  to  make  that  kind  of  informed  decision.  It  is 
not  going  to  be  easy  simply  to  sit  there  and  say:  "Yes,  this  comes  in 
and  you  check  the  box,  arbitrary  or  not."  That  is  not  going  to 
happen. 

I  would  pick  up  one  more  point  that  Mr.  Lander  made,  and  that 
is  from  our  experience  at  the  Civil  Aeronautics  Board,  there  is  all 
kind  of  power  in  the  Congress  to  redirect  an  agency  which  is  not 
implementing  the  congressional  will,  and  we  are  the  very  example 
of  that.  The  Congress  was  dissatisfied  with  the  way  the  Civil  Aero- 
nautics Board  was  administering  the  Federal  Aviation  Act.  It  un- 
dertook the  exact  program  review  we  are  advocating. 

We  have  made  fundamental  changes,  in  cooperation  with  Con- 
gress, and  I  take  some  degree  of  pride  in  saying  that  the  Board 
came  to  the  Congress  and  urged  that  type  of  programmatic  review, 
and  it  seems  to  me  you  can  have  a  very  effective  voice  in  the 
ongoing  administration  of  an  agency  through  that  type  of  over- 
sight. 

Mr.  MoAKLEY.  Thank  you. 

Mr.  Beilenson? 

Mr.  Beilenson.  No  questions. 

Mr.  MoAKLEY.  Mr.  Lott? 

Mr.  Lott.  First,  I  think  it  would  be  appropriate  to  say  that  I  do 
think  the  CAB,  and  the  ICC,  are  two  agencies  which  have  been 
making  very  positive  progress  in  recent  years.  I  can  remember  11 
years  ago  when  I  first  came  to  Washington  as  a  staff  person, 
myself,  how  totally  frustrating  it  was  to  deal  with  the  ICC.  The 
burden  was  always  on  the  people  to  prove  why  they  might  be 
entitled  to  do  something  and  not  the  reverse,  of  the  agency  having 
to  prove  why  they  shouldn't  be  able  to  do  it. 
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I  think  while  we,  as  Members  of  Congress,  don't  totally  agree 
with  everything  that  has  been  happening  with  the  deregulation  of 
airlines,  basically  it  has  been  good  and  administered  well.  I  think 
every  now  and  then  it  behooves  us  to  say  something  nice  about  the 
agencies  that  are  trying  to  do  a  job. 

I  don't  understand,  however,  why  it  is  that  almost  unanimously 
the  independent  agencies  and  departments  of  the  executive  branch 
are  opposed  to  legislative  veto. 

There  are  agencies  and  departments  that,  in  fact — and  I  know 
this  also  from  past  experience  as  a  staff  member  and  Member  of 
Congress — don't  pay  attention  to  congressional  hearings  and  will 
thumb  their  nose  at  the  President  of  the  United  States.  They  will 
say,  look,  our  interpretation  is  this.  If  you  don't  agree  with  that, 
then  you  can  take  your  lawyers  and  do  something  about  it.  I  had 
that  specifically  happen  where  a  department  of  the  Government 
told  the  White  House  where  to  go. 

Maybe  we  are  getting  out  of  that  now,  and  I  think  the  mood  in 
Congress  and  the  country  is  having  a  positive  impact.  I  think  it  has 
had  an  effect  on  the  ICC  in  that  you  are  doing  things  now  adminis- 
tratively that  we  were  on  the  verge  of  doing  legislatively. 

So  I  think  there  is  some  validity  to  what  counsel  says  about  this 
regulation  is  arbitrary  and  this  one  is  not,  and  we  will  respond 
when  we  are  inundated  with  complaints  from  people  in  the  coun- 
try. But  that  is  how  this  system  works.  We  are  put  on  notice  by  the 
people  of  this  country:  Did  you  pass  this  legislation;  is  this  the  law? 
And  we  say  now:  It  is  not  the  law  we  passed  but  that  apparently  is 
a  regulation.  So  we  assume  no  responsibilities,  the  President  as- 
sumes no  responsibility,  and  all  of  a  sudden  nobody  has  any  re- 
sponsibility. Yet  the  people  are  telling  us,  somebody  is  going  to 
answer  to  these  things. 

Where  a  rule  is  clearly  beyond  the  scope,  arbitrary,  excessive,  or 
whatever,  we  are  just  seeking  a  way  to  get  a  handle  on  it.  We  are 
going  to  be  very  cautious,  and  we  have  been,  judging  from  the 
number  of  hearings  we  have  had  before  moving.  I  am  sure  you 
understand  what  I  am  saying, 

I  would  be  glad  to  have  any  response  you  might  have  to  my 
speech. 

Mr.  O'Hara.  There  is  one  further  point  on  legislative  veto  we 
might  make,  kind  of  a  procedural  and  practical  point.  As  Legisla- 
tive Counsel  for  the  ICC,  that  would  be  of  substantial  concern  to 
me,  how  would  it  work;  and  now  from  what  little  I  know,  it  scares 
me  a  lot  to  think  how  it  would  work. 

We  generate  I  don't  know  how  many  regulations.  Many  of  them 
are  repeals  of  regulations  or  modifications  of  regulations.  In  total, 
they  are  substantial  when  you  include  such  things  as  the  modifica- 
tion of  the  various  circulars.  If  each  is  going  to  be  subject  to  a 
legislative  veto  process,  is  it  going  to  be  merely  a  kind  of  procedur- 
al sign-off.  Are  we,  in  effect,  going  to  hold  court  in  Congress?  How 
is  it  going  to  be  handled?  What  are  we  going  to  be  dealing  with? 
We  are  not  aware  at  all  times  of  what  contacts  you  have  had  from 
interested  parties.  Usually  we  find  ourselves  in  a  situation  from 
one  interested  private  party,  a  powerful  interest  favors  what  we  do. 
A  constituent  is  sometimes  hard  to  sort  out  for  an  individual 
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Congressman.  These  are  the  kinds  of  things  which  threaten  to 
make  a  decision  hke  this  a  real  mess. 

Mr.  LoTT.  There  are  those  conflicting  feelings,  and  with  the 
legislative  veto  Congress  would  at  least  be  able  to  say:  "Wait  a 
minute;  you  are  not  going  to  implement  this  regulation  until  every- 
body has  an  opportunity  to  be  heard,  including  both  the  Congress 
and  those  people  who  are  going  to  be  affected  by  it." 

Why  do  we  have  to  have  so  many  regulations?  You  mentioned  so 
many.  I  hope  if  nothing  else,  the  legislative  veto  will  put  a  damper 
on  the  number  of  regulations  we  have. 

Mr.  O'Hara.  I  think  you  want  to  see  repeals  of  existing  regula- 
tions and  changes  of  regulations.  Our  tariff  Circular  No.  2  is  a 
volume  of  49  CRF,  about  that  big. 

Mr.  LoTT.  Could  we  veto  rules  on  the  basis  of  being  too  long? 

Mr.  O'Hara.  That  is  one  of  the  things— well,  the  Interstate  Com- 
merce Act  originally,  now  codified,  reduced  its  bulk  about  30  or  40 
percent.  That  is  the  kind  of  exercise  we  are  involved  in  in  regula- 
tions as  well.  I  think  in  some  instances  the  bulk  is  being  cut  down. 
But  that,  too,  would  be  subject  to  the  process  as  far  as  I  can  tell. 

Ms.  Brown.  The  legislative  veto  addresses  itself  to  situations 
after  we  have  gone  through  all  of  the  processes  of  notification  and 
public  participation  on  a  policy  or  regulation.  Certainly  there  are 
controversial  views  in  regard  to  the  end  result,  and  the  Congress 
would  be  putting  itself  in  a  position  of  either  vetoing  or  not  vetoing 
a  final  determination  of  the  ICC.  Congress  would  incur  a  lot  of 
public  pressure. 

Mr.  LoTT.  Thank  you. 

In  answer  to  something  you  said,  I  don't  have  it  settled  in  my 
mind  what  the  procedure  would  be — maybe  Butler  Derrick  would 
have  clearer  thoughts  on  that — but  that  is  the  kind  of  thing  we 
have  to  come  to  a  conclusion  on  before  we  wind  up  actually  passing 
legislation.  That  is  why  I  wanted  to  hear  from  the  agencies  and 
representatives  like  yourselves  to  see  what  problems  legislative 
veto  does  create. 

Mr.  Edles.  One  other  point  on  the  legislative  veto.  As  Mr. 
Lander  pointed  out,  I  think  it  does  remove  the  spotlight  of  account- 
ability from  the  agencies  and  places  it  more  so  on  the  Congress.  I 
can  tell  you  from  personal  experience.  I  was  at  the  Civil  Aeronau- 
tics Board  during  the  period  from  1970  to  1975,  and  there  was  no 
legislative  veto.  The  CAB  was  doing  things  or  not  doing  things  that 
people  didn't  like,  and  we  really  heard  from  them,  and  a  good  bit  of 
the  reexamination  which  went  on  at  our  agency  was  because  many 
of  us  there  began  to  think  what  are  we  doing,  why  are  we  hearing 
from  everybody  out  there  in  America  telling  us  this  is  all  crazy 
business.  And  I  think  if  you  remove  that  focus  of  accountability,  if 
all  of  the  constituents,  the  interest  groups,  people  like  that  say  we 
will  let  the  CAB  go  through  the  motions  and  then  we  will  come  to 
the  Congress  and  talk  to  Congressman  Lott  and  Congressman 
Moakley,  I  think  you  will  remove  the  pressure  on  the  agency  from 
a  type  of  self-analysis  that  I  think  is  a  healthy  part  of  the  way  the 
process  works,  at  least  for  us  at  the  CAB. 

Mr.  Moakley.  The  witnesses  are  excused. 

The  Chair  will  suspend  to  get  this  vote,  and  we  will  hear  from 
Roberta  Karmel  and  Joseph  Parker  when  we  return. 
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[A  brief  recess  was  taken  to  vote.] 

AFTER   RECESS 

Mr.  MoAKLEY.  The  subcommittee  will  come  to  order. 

The  subcommittee  will  now  hear  from  Roberta  Karmel,  Commis- 
sioner of  the  Securities  and  Exchange  Commission,  and  Joseph  O. 
Parker,  Chairman  of  U.S.  International  Trade  Commission. 

STATEMENT  OF  ROBERTA  S.  KARMEL,  COMMISSIONER,  SECURI- 
TIES AND  EXCHANGE  COMMISSION,  ACCOMPANIED  BY  ALAN 
ROSENBLAT,  ASSISTANT  GENERAL  COUNSEL,  SEC 

Ms.  Karmel.  Thank  you  very  much  for  giving  me  this  opportuni- 
ty to  testify  on  behalf  of  the  Securities  and  Exchange  Commission 
on  the  program  review  and  legislative  veto  legislation  which  is  now 
before  you.  I  will  not  read  the  longer  statement  which  we  previous- 
ly submitted,  but  I  do  request  that  it  be  included  in  the  record. 

Mr.  MoAKLEY.  Without  objection,  the  statement  will  be  included 
in  the  record. 

Ms.  Karmel.  Regulatory  reform  is  an  urgent  national  need.  I 
presume  you  would  agree  with  this  assessment  in  view  of  the  many 
regulatory  reform  bills  pending  in  Congress,  including  the  bills 
which  are  the  subject  of  my  testimony  today. 

Unfortunately,  the  Nation's  current  antiregulatory  mood  does 
not  always  distinguish  between  good  and  bad  regulation.  Although 
I  personally  am  a  very  strong  advocate  of  regulatory  reform,  I  also 
believe  in  Government  intervention  in  the  economy  for  the  purpose 
of  achieving  both  specific  and  general  policy  objectives. 

Indeed,  my  own  commitment  to  regulatory  reform  is  based,  in 
part,  on  my  sense  that  essential  public  trust  and  confidence  in 
regulatory  agencies  is  being  eroded  by  a  growing  consensus  that 
regulators  are  insensitive  and  insufficiently  accountable. 

This  distrust  of  Government  has  been  fueled  by  legitimate  argu- 
ments by  the  business  community  that  Federal  regulatory  require- 
ments have  imposed  excessive  direct  and  indirect  costs  on  society 
generally,  contributing  to  inflation  and  impeding  business  produc- 
tivity and  profitability. 

The  broad  goals  of  regulatory  reform — which  I  understand  to  be 
to  improve  the  efficiency  and  effectiveness  of  regulatory  programs, 
to  reduce  the  costs  which  regulations  impose,  and  to  open  the 
regulatory  process  to  greater  public  participation — are  important 
and  worthwhile.  Proposals  to  achieve  these  goals  are  numerous  and 
varied. 

Some  of  these  proposals  have  merit.  But  some  of  the  solutions 
proposed  to  rid  us  of  overregulation  would  shackle  the  Government 
with  the  same  kind  of  regulatory  apparatus  which  the  business 
community  has  found  so  objectionable. 

Now,  there  may  be  a  kind  of  rough  justice  in  this  development, 
but  I  do  not  believe  the  public  interest  will  be  best  served  by  the 
imposition  of  elaborate  arid  burdensome  procedural  requirements 
which  will  only  further  expand  the  Federal  bureaucracy  and  fur- 
ther reduce  the  efficiency  of  regulatory  agencies. 

Of  course,  we  are  very  efficient,  so  that  pejorative  is  only  for 
others. 
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Ill-conceived  regulatory  reform  will  itself  create  obstacles  to  good 
Government.  I  believe  that  real  regulatory  reform  requires  the 
reassessment  of  the  objectives  and  continuing  relevance  of  specific 
areas  of  Government  regulation  and  a  determination  of  whether 
particular  regulations  do  more  harm  than  good.  This  is  a  process 
which  must  be  undertaken  with  a  rational,  measured  approach, 
which  recognizes  that  there  was  and  probably  still  is  a  valid  reason 
for  the  law  in  question,  and  its  regulatory  implementation.  Never- 
theless, we  should  review  whether  that  reason  still  supports  the 
expense  and  effort  necessary  to  comply  with  the  law. 

In  carrying  out  our  statutory  mandates  the  Securities  and  Ex- 
change Commission  is  extremely  sensitive  to  the  burdens  that  we 
may  impose  upon  the  communities  we  regulate.  Perhaps  this  is 
because  we  recognize  that  investors  are  both  consumers  whom  we 
are  directed  to  protect,  and  producers  who  supply  capital  for  the 
economy  and  pay  for  the  regulation  of  public  corporations  and 
others  under  our  jurisdiction. 

The  SEC  has  voluntarily  made  extensive  efforts  to  tailor  its 
regulations  to  the  specific  circumstances  requiring  Government 
action.  We  have  attempted  over  the  years  to  balance  use  of  direct 
Government  regulation  against  reliance  on  private  sector  self-regu- 
lation. We  also  rely  heavily  on  disclosure  and  competition  as  alter- 
natives to  standard-setting  regulation. 

The  proposals  for  program  review  and  legislative  veto  which  this 
committee  now  has  before  it  are  illustrative  of  the  need  for  a 
careful  approach  to  reform  which  addresses  the  specific  problems 
underlying  specific  regulatory  shortfalls. 

We  welcome  Congress'  current  interest  in  program  and  agency 
review.  Although  we  believe  that  it  is  important  that  certain  fea- 
tures of  the  reform  legislation  now  before  you  should  be  modified, 
the  public  can  only  benefit  from  more  careful  congressional  scruti- 
ny of  the  activities  of  the  Federal  Government. 

Nevertheless,  the  Commission  opposes  the  sunset  aspects  of  H.R. 
2,  H.R.  65,  and  H.R.  2364,  because  we  believe  that  detailed  scrutiny 
of  Federal  programs  and  agencies  may  be  conducted  without  the 
draconian  and  unwarranted  sanctions  which  would  be  imposed  if 
Congress  should  fail  to  complete  a  sunset  review  on  a  timely  basis. 

Presumably,  Federal  programs  and  agencies  were  originally  es- 
tablished because  Congress  felt  there  was  a  demonstrated  need  for 
them.  But  sunset  laws  could  result  in  termination  or  interruption 
of  these  programs  or  agencies  without  any  determination  on  the 
part  of  Congress  that  prior  considered  congressional  judgments 
were  no  longer  valid. 

Under  the  present  proposals,  the  absence  of  affirmative  legisla- 
tion for  any  reason  whatever,  could  result  in  removal  of  important 
safeguards  to  the  public  by  congressional  inaction  without  any 
consideration  of  the  validity  or  need  for  continuation  of  existing 
regulations  and  there  is  no  provision  for  the  orderly  suspension  of 
ongoing  agency  activities. 

In  addition,  the  sunset  provisions  of  the  bills  would  not  repeal  or 
stay  the  effectiveness  of  the  statutes  which  the  agency  is  charged 
with  administering.  At  least  in  the  case  of  the  SEC,  and  probably 
in  the  case  of  many  other  agencies,  such  a  situation  would  create 
serious  problems  and  hardships  for  many  private  persons  and  busi- 
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nesses.  They  would  be  required  to  comply  with  the  laws  without 
the  benefit  of  rules  and  regulations  implementing  and  interpreting 
them. 

In  addition,  and  perhaps  more  troublesome  is  the  fact  that  action 
or  approval  on  the  part  of  an  agency  is  required  in  many  situations 
under  the  underlying  legislation  before  a  person  can  legally  engage 
in  business  or  enter  into  many  types  of  transactions. 

For  example,  under  the  securities  laws  companies  generally 
cannot  raise  capital  from  the  public  before  a  registration  statement 
has  been  filed  with  the  Commission. 

Finally,  in  the  case  of  the  Commission,  certain  statutory  pre- 
scriptions against  wrongful  conduct  are  not  self-executing  but  were 
intended  by  the  Congress  to  take  effect  only  when  implemented  by 
the  Commission's  rules  and  regulations.  If  you  like,  in  the  question- 
ing, I  would  be  happy  to  give  you  some  examples. 

The  SEC  is  already  subject  to  annual  scrutiny  by  our  congres- 
sional oversight  committees  and  by  the  Executive  Office  of  the 
President,  not  only  as  to  appropriations,  but  also  as  to  substantive 
actions  and  policies.  This  oversight  process  was  heightened  by  the 
implementation  of  zero-based  budgeting  in  fiscal  1978.  We  believe 
that  greater  effort  should  be  made  to  utilize  the  existing  congres- 
sional review  procedures  with  suitable  enhancements.  Because  the 
consequences  of  sunset  legislation  are  so  drastic  such  laws  would 
hold  out  a  promise  for  regulatory  reform  which  I  fear  would  be 
unrealizable.  In  addition,  if  regulatory  reform  is  to  serve  more  than 
simply  as  a  rhetorical  attack  on  the  ills  of  Government  regulation, 
such  reform  must  be  directed  at  the  real  obstacles  to  adequate 
review. 

We  must  all  stop  measuring  production  in  Government  by  the 
amount  of  legislation  and  regulations  passed.  Plaudits  should  be 
claimed  and  given  for  thoughtful  repeal  or  amendment  of  basic 
legislation.  Hard  political  decisions  should  not  be  delegated  to  regu- 
latory agencies  without  adequate  guidance  from  those  who  are 
responsible  to  the  electorate.  And  regulatory  agencies  must  consid- 
er the  broad  public  interest  and  not  merely  their  survival  and 
expansion.  Regulatory  restraint  is  as  important  as  regulatory 
reform.  And  I  must  say  regulatory  restraint  is  something  which  is 
easy  to  say,  but  hard  to  do. 

Some  of  the  provisions  of  H.R.  2  could  be  of  significant  assistance 
in  this  regard  by  providing  that  similar  or  overlapping  programs  or 
agencies  would  be  subject  to  concurrent  review,  thus  better  en- 
abling Congress  to  arrive  at  comprehensive  and  workable  ap- 
proaches to  national  problems. 

H.R.  2  would  also  authorize  increased  appropriations  for  review 
which  would  assist  legislators  who  must  attend  to  a  wide  range  of 
matters  in  giving  regulatory  reform  the  attention  it  deserves. 

We  also  believe  that  if  Congress  wishes  to  insure  that  its  commit- 
tees utilize  the  review  procedures  which  are  open  to  them,  it 
should  attempt  to  devise  alternative  mechanisms  to  sunset  review 
which  focus  pressure  more  directly  on  those  committees  rather 
than  penalizing  the  public  who  are  not  responsible  for  congression- 
al delay. 

H.R.  65  raises  special  problems,  even  apart  from  its  sunset  as- 
pects, because  of  its  requirement  that  agencies  as  well  as  the 
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Congress  engage  in  detailed  quantification  and  reporting  of  objec- 
tives, impacts,  duplications,  and  costs  of  Federal  programs  and 
activities. 

The  Commission  supports  improved  management  and  planning 
efforts,  and  we  believe  that  sensitivity  to  the  costs  of  regulation  is 
very  important.  However,  we  oppose  adoption  of  H.R.  65  as  now 
drafted,  because  some  of  its  provisions  would  require  the  quantifi- 
cation of  the  costs  and  benefits  from  Commission  activities  in  a 
manner  which  would  be  unduly  burdensome  and  impractical.  The 
probable  result  in  many  cases  would  be  /ote  and  routine  findings 
which  would  be  time  consuming  and  expensive  to  generate. 

Any  cost  benefit  analysis  by  Government  is  conducted  in  a  politi- 
cal arena.  The  resolution  of  conflicting  policy  considerations  mini- 
mizing the  direct  and  indirect  costs  of  Government  and  maximizing 
the  benefits  of  a  statutory  scheme,  must,  in  the  last  analysis,  be 
left  to  the  good  judgment  of  policymakers. 

This  committee  also  has  before  it  legislative  veto  proposals 
which,  like  the  bills  providing  for  program  and  agency  revie\v,  are 
intended  to  strengthen  congressional  oversight  of  the  activities  of 
the  Federal  Government.  We  oppose  these  proposals  for  the  many 
reasons  outlined  in  our  prepared  statement. 

Our  most  important  concerns  are  the  following:  First,  increased 
delay  in  the  regulatory  process;  second,  substitution  of  political 
power  for  agency  independence  and  expertise,  and,  third,  that 
agencies  faced  with  a  legislative  veto  would  tend  to  rely  on  adjudi- 
cation and  prosecution  instead  of  rulemaking. 

In  conclusion,  I  would  like  to  affirm  our  commitment  to  regular, 
critical  scrutiny  of  Federal  programs  and  agencies.  Unfortunately, 
in  our  view,  it  is  likely  that  the  legislation  before  you,  because  of 
its  draconian  and  broad-brush  approach,  would  not  provide  effec- 
tive assistance  in  achieving  the  goal  of  more  effective  and  responsi- 
ble government. 

Thank  you. 

[Ms.  Karmel's  prepared  statement  follows:] 

Prepared  Statement  of  Roberta  S.  Karmel,  Commissioner,  Securities  and 

Exchange  Commission 

Mr.  Chairman,  members  of  the  subcommittee:  Thank  you  for  giving  me  this 
opportunity  to  testify  on  the  program  review  legislation  which  is  now  before  you, 
including  H.R.  2,  H.R.  65,  and  H.R.  2364.  I  shall  also  make  some  comments  on 
legislative  veto  legislation. 

Regulatory  reform  is  an  urgent  national  need.  I  presume  you  would  agree  with 
this  assessment  in  view  of  the  many  regulatory  reform  bills  pending  in  Congress, 
including  the  bills  which  are  the  subject  of  my  testimony  today.  Unfortunately,  the 
Nation's  current  antiregulatory  mood  does  not  always  distinguish  between  good  and 
bad  regulation.  Although  I  am  a  strong  advocate  of  regulatory  reform,  I  also  believe 
in  government  intervention  in  the  economy  for  the  purpose  of  achieving  both 
specific  and  general  policy  objectives. 

Indeed,  my  commitment  to  regulatory  reform  is  based,  in  part,  on  my  sense  that 
essential  public  trust  and  confidence  in  regulatory  agencies  is  being  eroded  by  a 
growing  consensus  that  regulators  are  insensitive  and  insufficiently  accountable. 
This  distrust  of  Government  has  been  fueled  by  legitimate  arguments  by  the  busi- 
ness community  that  Federal  regulatory  requirements  have  imposed  excessive 
direct  and  indirect  costs  on  society  generally,  contributing  to  inflation  and  impeding 
business  productivity  and  profitability. 

The  broad  goals  of  regulatory  reform — to  improve  the  efficiency  and  effectiveness 
of  regulatory  programs,  to  reduce  the  costs  which  regulations  impose,  and  to  open 
the  regulatory  process  to  greater  participation — are  important  and  worthwhile. 
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Proposals  to  achieve  these  goals,  before  this  and  other  committees,  include  sunset 
mechanisms,  legislative  veto,  Presidential  reviews,  regulatory  impact  statements, 
new  reporting  requirements,  provisions  for  special  treatment  for  special  interests, 
regulatory  agendas,  additional  administrative  requirements,  new  public  participa- 
tion mechanisms,  and  logging  requirements. 

Some  of  those  ideas  may  have  merit.  But  some  of  the  solutions  which  have  been 
proposed  to  rid  us  of  overregulation  would  shackle  the  Government  with  the  same 
kind  of  regulatory  apparatus  which  sometimes  has  been  imposed  upon  the  business 
community.  While  there  may  be  a  kind  of  rough  justice  in  this  development,  I  do 
not  believe  the  public  interest  will  be  best  served  by  the  imposition  of  elaborate  and 
burdensome  procedural  requirements  which  will  only  further  expand  the  Federal 
bureaucracy  and  stifle  the  regulatory  agencies  in  much  the  same  way  that  the 
business  community  claims  Federal  regulation  has  interferred  with  its  ability  to 
function  efficiently. 

If  regulatory  reform  is  not  to  be  used  as  a  means  to  undermine  the  principle  of 
Government  regulation.  Congress  must  proceed  cautiously  to  insure  that  the  reme- 
dies are  not  worse  than  the  abuses  sought  to  be  corrected.  Ill-conceived  regulatory 
reform  will  itself  create  obstacles  to  good  Government.  I  believe  that  real  regulatory 
reform  requires  the  reassessment  of  the  objectives  and  continuing  relevance  of 
specific  areas  of  Government  regulation,  and  a  determination  of  whether  particular 
regulations  do  more  harm  than  good.  This  is  a  process  which  must  be  undertaken 
with  a  rational,  measured  approach  which  recognizes  that  there  was  and  probably 
still  is,  a  valid  reason  for  the  law  in  question,  and  its  regulatory  implementation. 
Nevertheless,  we  should  review  whether  that  reason  still  supports  the  expense  and 
effort  necessary  to  comply  with  the  law. 

In  carrying  out  our  statutory  mandates,  the  Commission  is  extremely  sensitive  to 
the  burdens  that  we  may  impose  upon  the  community  we  regulate.  Perhaps  this  is 
because  we  recognize  that  investors  are  both  consumers  whom  we  are  directed  to 
protect  and  producers  who  supply  capital  for  the  economy  and  pay  for  the  regula- 
tion of  public  corporations  and  others  under  our  jurisdiction.  The  SEC  has  voluntar- 
ily made  extensive  efforts  to  tailor  its  regulations  to  the  specific  circumstances 
requiring  Government  action.  We  will  submit  for  your  hearing  record  a  detailed 
memorandum,  which  our  General  Counsel  prepared  for  the  United  States  Regula- 
tory Council,  listing  some  of  the  Commission's  significant  accomplishments  in  im- 
proving the  regulatory  process.  These  include,  for  example: 

Our  study  of  the  effects  of  the  Commission  rules  on  the  ability  of  small  issuers  to 
raise  capital  and  our  efforts  to  reduce  the  regulatory  burdens  on  such  issuers; 

Our  ongoing  program  for  the  integration  and  simplification  of  the  disclosure 
requirements  in  the  Securities  Act  and  the  Securities  Exchange  Act; 

Our  reexamination  of  the  Investment  Company  Act,  with  a  view  toward  develop- 
ing a  regulatory  system  that  relies  more  heavily  on  investment  companies  and  their 
managers  and  less  on  the  Commission;  and 

Our  work  in  the  development  of  a  national  market  system,  linking  together  all 
markets  in  the  context  of  full  and  fair  competition. 

In  reviewing  this  list  of  objectives  and  accomplishments,  I  think  you  will  find  that 
the  Commission  has  attempted  to  balance  its  use  of  direct  Government  regulation 
against  its  reliance  on  private  sector  self-regulation.  We  also  rely  heavily  on  disclo- 
sure and  competition  as  alternatives  to  standard-setting  regulation.  We  have  done 
our  job,  I  believe,  reasonably  well,  with  a  total  budget  of  less  than  $70  million  and 
approximately  2,000  employees.  In  fact,  while  our  jurisdiction  and  activities  have 
increased  significantly  over  the  past  5  years  as  a  result  of  the  1975  amendments  to 
the  Federal  securities  laws,  we  are  authorized  fewer  employees  now  than  we  were  in 
1975. 

The  proposals  for  program  review  and  legislative  veto  which  this  committee  now 
has  before  it  are  illustrative  of  the  need  for  a  careful  approach  to  reform  which 
addresses  the  specific  problems  underlying  specific  regulatory  shortfalls.  I  will  first 
discuss  the  subject  of  program  review,  including  the  "sunset"  proposals  contained  in 
H.R.  2  and  H.R.  2364.  H.R.  65,  on  which  we  recently  submitted  written  comments  to 
you,  also  contains  "sunset"  features  but  raises  some  additional  concerns  which  I  will 
discuss  briefly  after  commenting  on  "sunset"  review.  I  will  then  take  up  the  advis- 
ability of  the  legislative  veto. 

PROGRAM   REVIEW 

I  welcome  Congress'  current  interest  in  program  and  agency  review.  Although  I 
believe  that  it  is  important  that  certain  features  of  the  reform  legislation  now 
before  you  should  be  modified,  the  public  can  only  benefit  from  more  careful 
congressional  scrutiny  of  the  activities  of  the  Federal  Government. 
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This  spectrum  of  proposals  now  before  you  demonstrates  the  variety  of  possible 
methods  for  Congress  to  assert  its  leadership  with  respect  to  Federal  expenditures, 
and  particularly  with  respect  to  the  broad  powers  which  it  has  delegated  to  adminis- 
trative agencies.  H.R.  2  would  establish  a  system  of  "sunset"  review  of  Federal 
programs  which  has  basically  two  prongs.  First,  with  certain  exceptions,  no  Federal 
program  could  be  authorized  beyond  a  mandatory  review  date,  which  would  occur 
once  every  10  years.  Second,  in  reauthorizing  programs.  Congress  could  not  consider 
any  bill  or  resolution  from  a  committee  unless  the  committee  had  completed  the 
required  reauthorization  review,  except  to  provide  temporary  funding.  This  review 
would  "to  the  extent  the  committee  *  *  *  deem[s]  appropriate"  encompass  a  list  of 
specified  subjects.  In  addition  to  its  "sunset"  review  provisions,  title  IV  of  H.R.  2 
calls  for  the  creation  of  a  Citizens'  Commission  to  review  the  activities  of  the 
Federal  Government.  Title  V  requires  the  President  to  submit  to  Congress  "agency 
reform  plans"  on  specified  Federal  agencies,  and  title  VI  requires  him  to  submit 
periodic  "management  reports"  on  the  executive  branch.  These  provisions  do  not, 
however,  have  "sunset"  features. 

H.R.  65  is  similar  to  H.R.  2  in  that  it  would  require  a  committee  reportmg  a  bill 
providing  renewed  budget  authority  to  issue  a  statement  which  would  allow  more 
intelligent  evaluation  of  the  committee's  recommendation.  However,  the  list  of 
subjects  which  must  be  covered  in  the  committee's  statement  is  somewhat  different 
from  that  which  would  be  required  under  H.R.  2.  Specifically,  H.R.  65  would  require 
Congress  as  well  as  agencies  to  engage  in  comprehensive  quantification  and  report- 
ing of  the  objectives,  impacts,  duplications,  and  costs  of  Federal  programs  and 
activities.  I  will  return  to  the  Commission's  particular  concerns  with  respect  to  this 
requirement  later.  . 

Finally,  H.R.  2364  is  similar  to  title  V  of  H.R.  2  in  that  it  would  require  the 
President  to  submit  "agency  reorganization  plans"  with  respect  to  specified  agen- 
cies. Unlike  H.R.  2,  however,  it  would  also  require  the  Congress  to  enact  a  reform 
plan.  If  Congress  failed  to  do  so,  agencies  would  progressively  lose  their  ability  to 
make  new  regulations,  their  power  to  enforce  existing  regulations,  and  would  finally 
go  out  of  existence.  Moreover,  unlike  H.R.  2,  H.R.  2364  would  apply  "sunset"  to 
Federal  agencies,  rather  than  with  respect  to  Federal  programs. 

The  Commission  commented  to  your  committee,  by  letter  dated  March  14,  1979, 
on  H.R.  2  and  we  request  that  those  comments  be  placed  in  the  record  of  these 
hearings.  While  the  Commission  has  welcomed  Congress'  effort  to  improve  its  super- 
vision of  Federal  activities,  we  have  expressed  our  opposition  to  the  "sunset"  aspects 
of  these  bills  because  we  believe  that  detailed  scrutiny  of  Federal  programs  and 
agencies  may  be  conducted  without  the  draconian  and  unwarranted  sanctions  which 
would  be  imposed  if  Congress  should  fail  to  complete  a  sunset  review  on  a  timely 
basis.  Presumably,  Federal  programs  and  agencies  were  originally  established  be- 
cause Congress  felt  there  was  a  demonstrated  need  for  them.  But  "sunset"  laws 
could  result  in  termination  or  interruption  of  these  programs  or  agencies  without 
any  determination  that  prior  considered  congressional  judgments  were  no  longer 
valid.  Moreover,  a  major  flaw  in  the  proposals  for  sunset  review  is  that  while  these 
proposals  are  intended  to  spur  Congress  and  its  committees  to  take  action,  and  the 
sanctions  contained  in  such  provisions  can  only  be  avoided  by  timely  action  by  the 
Congress,  the  burden  of  such  penalties  would  fall  primarily  upon  those  whom 
Federal  programs  and  agencies  are  intended  to  serve. 

Under  the  present  proposals,  the  absence  of  affirmative  legislation,  for  any  reason 
whatsoever,  could  result  in  removal  of  important  safeguards  to  investors  and  the 
public  by  congressional  inaction  without  any  consideration  of  the  validity  or  need  or 
continuation  of  existing  regulation.  The  bills  do  not  provide  any  assurance  that 
Congress  would  conduct  a  meaningful  review  of  the  performance  of  each  agency 
before  its  termination  or  before  its  rules  and  regulations  are  suspended.  And  there 
is  no  provision  for  the  orderly  suspension  of  on-going  agency  activities. 

In  addition,  the  "sunset"  provisions  of  the  bills  would  not  repeal  or  stay  the 
effectiveness  of  the  statutes  which  the  agency  is  charged  with  administering.  At 
least  in  the  case  of  the  Commission,  and  probably  in  many  other  cases,  such  a 
situation  would  create  serious  problems  and  hardships  for  many  private  persons  and 
businesses.  They  would  be  required  to  comply  with  the  laws  without  the  benefit  of 
rules  and  regulations  implementing  and  interpreting  them.  In  addition,  and  perhaps 
more  troublesome,  is  the  fact  that  action  or  approval  on  the  part  of  an  agency  is 
required  in  many  situations  before  a  person  can  legally  engage  in  business  or  enter 
into  many  types  of  transactions.  For  example,  a  person  cannot  go  into  business  as  a 
securities  broker-dealer  or  as  an  investment  adviser  without  registering  with  the 
Commission.  And,  in  many  instances,  companies  cannot  raise  capital  from  the 
public  before  a  registration  statement  has  been  filed  with  the  Commission. 
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Finally,  in  the  case  of  the  Commission  certain  statutory  proscriptions  against 
wrongful  conduct  are  not  self-executing,  but  were  intended  by  Congress  to  take 
effect  only  when  implemented  by  Commission  rules  and  regulations.  One  example  is 
the  net  capital  and  customer  protection  rules  promulgated  pursuant  to  section  15  of 
the  Securities  Exchange  Act  of  1934.  These  rules  require  brokers  and  dealers  to 
maintain  and  segregate  assets  to  insure  safe  operation  of  their  business.  If  the  rules 
were  abruptly  repealed,  firms  might  overextend  themselves  in  speculative  securities 
activities,  jeopardizing  customer  funds  and  securities,  and  be  unable  to  meet  claims 
against  them  by  the  investing  public.  Thus,  the  termination  of  existing  agency 
regulations  under  H.R.  2364  and  the  termination  of  budget  authority  under  H.R.  2 
and  H.R.  65  might  have  drastic  adverse  effects.  At  the  same  time,  the  Commission  is 
cognizant  that  these  rules  may  impose  unnecessary  obstacles  to  capital  formation  by 
brokers  and  dealers.  Accordingly,  we  have  engaged  in  self-review  of  these  require- 
ments. 

We  agree  that  Federal  programs  and  agencies  could,  in  many  cases,  benefit  from 
a  more  searching  review  process.  Such  review  would  provide  impetus  for  increased 
efficiency,  and  would  also  insure  that  a  politically  accountable  branch  of  Govern- 
ment has  greater  responsibility  with  respect  to  the  interpretation  and  administra- 
tion of  the  statutes  establishing  programs  and  agencies.  H.R.  2  would  make  definite 
contributions  in  this  regard  by  insuring  that  similar  and  overlapping  programs 
would  be  reviewed  together,  thus  enabling  Congress  to  arrive  at  more  comprehen- 
sive judgments  with  respect  to  national  problems.  In  addition,  the  bill  would  be  of 
substantial  help  by  authorizing  the  funds  necessary  to  carry  out  a  more  thorough 
review.  However,  the  threat  of  program  termination  seems  an  overly  drastic  remedy 
in  view  of  the  fact  that  this  device  is  merely  intended  to  spur  the  Congress  and  its 
own  committees  to  more  extensive  use  of  the  procedures  which  are  already  open  to 
them. 

In  this  regard,  the  Commission,  and  presumably,  other  regulatory  agencies  which 
would  be  affected  by  the  sunset  provisions  of  H.R.  2,  H.R.  65  and  H.R.  2364,  are 
already  subject  to  annual  scrutiny  by  their  congressional  oversight  committees  and 
by  the  Executive  Office  of  the  President— not  only  as  to  appropriations  but  also  as 
to  substantive  actions  and  policies.  This  oversight  process  was  heightened  by  the 
implementation  of  zero-based  budgeting  in  fiscal  1978,  which  was  designed  to  re- 
place the  prior  incremental  approach  to  program  review  with  a  comprehensive 
approach,  similar  to  that  desired  by  the  proponents  of  the  present  legislation. 

In  recent  years,  both  the  Commission  and  the  Federal  securities  laws  have  in  fact 
been  given  close  and  careful  scrutiny  by  the  Commission's  congressional  oversight 
committees.  This  review  resulted  in  the  Securities  Acts  Amendments  of  1975,  which 
substantially  expanded  the  Commission's  jurisdiction.  Moreover,  as  I  have  indicated, 
the  Commission  has  been  extremely  sensitive  to  the  burdens  that  may  be  imposed 
on  the  community  we  regulate  and  has  voluntarily  made  extensive  efforts  to  tailor 
its  regulations  to  the  specific  circumstances  of  those  whom  it  regulates.  Also  rele- 
vant in  this  connection  is  the  favorable  peformance  rating  which  we  have  received 
from  the  Subcommittee  on  Oversight  and  Investigations  of  the  House  Committee  on 
Interstate  and  Foreign  Commerce.' 

In  sum.  Congress  already  has  available  to  it  ample  means  to  conduct  detailed 
scrutiny  of  Federal  programs  and  agencies.  We  believe  that  greater  efforts  should  be 
made  to  utilize  the  existing  review  procedures,  with  suitable  improvements  which 
do  not  rely  on  the  drastic  and  unwarranted  threat  of  program  and  agency  termina- 
tion. Because  the  consequences  of  sunset  legislation  are  so  drastic,  such  laws  would 
hold  out  a  promise  for  regulatory  reform  which  I  fear  would  be  unrealizable.  In 
addition,  if  regulatory  reform  is  to  serve  more  than  simply  as  a  rhetorical  attack  on 
the  supposed  ills  of  Government  regulation,  any  reform  of  congressional  and  Presi- 
dential review  procedures  should  be  directed  at  the  real  obstacles  to  adequate 
review. 

We  must  all  stop  measuring  production  in  Government  by  the  amount  of  legisla- 
tion and  regulation  passed.  Plaudits  should  be  claimed  and  given  for  thoughtful 
repeal  or  amendment  of  basic  legislation.  Hard  political  decisions  should  not  be 
delegated  to  regulatory  agencies  without  adequate  guidance  from  those  who  are 
responsible  to  the  electorate.  And  regulatory  agencies  must  consider  the  broad 
public  interest  and  not  merely  their  survival  and  expansion.  Regulatory  restraint  is 
as  important  as  regulatory  reform. 

As  I  noted  above,  some  of  the  provisions  of  H.R.  2  could  be  of  significant  assist- 
ance in  this  regard  by  providing  that  similar  or  overlapping  programs  or  agencies 


'  The  Report  of  the  Subcommittee  on  Oversight  and  Investigations  of  the  House  Committee  on 
Interstate  and  Foreign  Commerce,  94th  Cong.,  2d  Sess.  (1976),  Federal  Regulation  and  Regulatory 
Reform,  at  11. 
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would  be  subject  to  concurrent  review,  thus  better  enabling  Congress  to  arrive  at 
comprehensive  and  workable  approach  to  national  problems.  H.R.  2  would  also 
authorize  increased  appropriations  for  review.  The  additional  resources  devoted  to 
the  review  process  would  constitute  a  significant  national  commitment  to  the  princi- 
ple of  efficient  and  responsible  Government,  and  would  assist  legislators  who  must 
attend  to  a  wide  range  of  matters,  in  giving  regulatory  reform  the  attention  it 
deserves. 

We  also  believe  that  if  Congress  wishes  to  insure  that  its  committees  utilize  the 
review  procedures  which  are  open  to  them,  it  should  attempt  to  devise  alternative 
mechanisms  to  "sunset"  review  which  focus  pressure  more  directly  on  these  commit- 
tees rather  than  penalizing  the  public,  who  are  not  responsible  for  congressional 
delay. 

This  committee  might  also  consider  the  approach  taken  in  S.  1291,  which  was 
recently  introduced  by  Senator  Kennedy.  S.  1291  would  call  for  the  President  to 
submit  periodic  regulatory  reform  reports  concerning  specified  agencies,  and,  while 
omitting  sunset  termination  provisions,  includes  important  procedural  measures  to 
insure  that  reform  legislation  receives  expedited  attention  in  Congress.  The  ap- 
proach taken  in  that  bill  would  provide  significant  assistance  to  regulatory  reform, 
without  adopting  the  drastic  approach  of  sunset  legislation. 

H.R.  65 

H.R.  65  raises  special  problems — even  apart  from  its  "sunset"  aspects — because  of 
its  requirement  that  agencies,  as  well  as  the  Congress,  engage  in  detailed  quantifica- 
tion and  reporting  of  the  objectives,  impacts,  duplications,  and  costs  of  Federal 
programs  and  activities.  The  Commission  expressed  its  views  on  H.R.  65  to  this 
committee  in  a  memorandum  transmitted  with  our  letter  dated  May  1  of  this  year, 
a  copy  of  which  we  have  attached  to  this  statement.  That  memorandum  sets  forth  a 
fuller  statement  of  our  position. 

Basically,  the  Commission  supports  improved  management  and  planning  efforts, 
but  opposes  adoption  of  H.R.  65  as  now  drafted  because  some  of  its  provisions  would 
require  the  quantification  of  the  costs  and  benefits  from  Commission  activities 
which  would  be  unduly  burdensome,  impracticable,  and,  in  some  instances,  impossi- 
ble for  the  Commission  to  perform. 

More  specifically,  the  Commission's  primary  function  is  to  regulate  the  securities 
markets  to  insure  that  investors  receive  adequate  disclosure  about  publicly  held 
corporations  and  to  prevent  fraud  and  deception  in  connection  with  securities 
transactions.  The  comparative  costs  and  benefits  of  activities  that  occur  as  a  result 
of  the  Commission's  administration  of  the  Federal  securities  laws,  such  as  disclosure 
of  financial  information,  prevention  of  market  manipulation,  insider  trading,  and 
other  fraud,  are  not  easily  quantifiable.  Any  attempt  to  quantify  such  benefits 
would  be  fraught  with  uncertainties.  For  this  reason,  we  are  concerned  about 
section  201(a)(1)  of  H.R.  65,  which  would,  in  effect,  require  the  Commission  to 
determine  the  expected  social  and  economic  impact  of  its  programs  on  those  who 
will  be  affected.  It  is  not  generally  possible  to  measure  the  cause-and-effect  relation- 
ship between  our  administration  of  the  Federal  securities  laws  and  subsequent 
activity  in  the  securities  markets.  The  probable  result  in  many  CEises  would  be  rote 
and  routine  findings  which  would  be  time  consuming  and  expensive  to  generate. 

We  are  also  concerned  with  sections  101,  102,  and  201(a)(2),  which  require  com- 
parisons of  agency  programs  with  other  governmental  and  nongovernmental  pro- 
grams having  similar  or  related  objectives.  Compliance  with  this  requirement  would 
be  very  costly,  and,  in  many  instances,  the  data  sought  to  be  compared  would  not 
have  been  prepared  or  set  forth  in  uniform  terms,  thereby  making  comparisons 
difficult  or  impossible. 

Any  cost-benefit  analysis  by  Government  is  conducted  in  a  political  arena.  The 
resolution  of  conflicting  policy  considerations — minimizing  the  direct  and  indirect 
costs  of  Government  and  maximizing  the  benefits  of  a  statutory  scheme — must,  in 
the  last  analysis,  be  left  to  the  good  judgment  of  policjTnakers. 

LEGISLATIVE   VETOS 

This  committee  also  has  before  it  legislative  veto  proposals  which,  like  the  bills 
providing  for  program  and  agency  review,  are  intended  to  strengthen  congressional 
oversight  of  the  activities  of  the  Federal  Government.  My  remarks  in  this  regard 
will  closely  parallel  Commissioner  Loomis'  testimony  concerning  this  matter  on 
May  22  of  this  year  to  the  Subcommittee  on  Special  Small  Business  Problems  of  the 
House  Committee  on  Small  Business  with  respect  to  H.R.   1306  and  H.R.   1745. 
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As  the  Senate  Committee  on  Government  Affairs  concluded  in  its  "Study  on 
Federal  Regulation,"  the  use  of  the  legislative  veto  raises  several  concerns.^  It  may: 
(1)  increase  delay  in  the  regulatory  process;  (2)  increase  uncertainty  in  the  regulated 
industries  and  increase  pressure  on  Congress;  (3)  diminish  the  usefulness  of  agency 
records;  (4)  encourage  agencies  to  decrease  rulemaking  and  increase  adjudication; 
and  (5)  have  an  adverse  impact  on  entire  regulatory  programs.^  Moreover,  the 
Administrative  Conference  of  the  United  States  has  urged  Congress  not  to  enact 
broadly  applicable  legislation  that  would  provide  routinely  for  congressional  review 
and  possible  veto  of  agency  rulemaking  action." 

The  delay  caused  in  the  regulatory  process  is  obvious,  since  legislative  veto 
proposals  usually  require  that  an  agency  rule  will  not  become  effective  until  Con- 
gress has  had  a  chance  to  decide  whether  to  approve  it.  As  the  Senate  committee 
put  it,  when  "only  a  handful  of  these  regulations  would  ever  be  the  subject  of  a 
resolution  of  disapproval,  it  makes  little  sense  to  delay  implementing  each  and 
every  rule."  ^  There  are  the  additional  problems  of  uncertainty  in  the  regulated 
community  during  congressional  consideration  and  intense  lobbying  by  special  inter- 
ests.' Also,  there  is  the  possibility  that  parties  will  take  their  case  to  Congress 
rather  than  to  the  agency,  thus  diluting  the  value  of  the  record  before  the  agency. 

Further,  we  believe  that  the  threat  of  legislative  veto  of  a  rule  could  encourage 
agencies  to  legislate  through  case-by-case  adjudications,  which  would  not  be  subject 
to  the  veto.  Such  regulation  by  prosecution  would  be  an  unfavorable  result.  I 
strongly  believe  that  agencies  should  hold  rulemaking  proceedings  and  encourage 
public  participation  when  formulating  an  agency  position  of  general  applicability, 
rather  than  threatening  to  bring  selective  enforcement  actions  that  result  in  limited 
public  awareness  of  an  agency  position  and  no  public  participation.  I  note  that 
section  501(a)(4)  of  H.R.  2  would  make  a  congressional  finding  that  such  after-the- 
fact  adjudication  is  inefficient  and  burdensome.  There  is  also  the  chance  that 
Congress  might  veto  one  in  a  series  of  interrelated  rules,  thereby  destroying  an 
entire  regulatory  program. 

Our  last  point,  with  regard  to  legislative  veto,  is  the  fact  that  in  addition  to  its 
many  deficiencies,  it  appears  to  be  unnecessary.  As  I  have  noted  above  with  respect 
to  program  review,  there  are  several  methods  currently  available  to  Congress  by 
which  it  can  monitor  agency  action.  In  extreme  cases,  it  can  pass  a  statute  to 
reverse  a  particular  agency  rule,  or  it  can  even  abolish  the  agency.  Congress  can 
also  impress  its  desires  on  agencies  by  its  day-to-day  appropriation,  authorization, 
and  oversight  functions.  The  Securities  Acts  Amendments  of  1975  (P.L.  94-29) 
contained  several  provisions  assuring  continued  oversight  of  this  agency's  operations 
by  the  appropriate  substantive  congressional  oversight  committee.  Thus,  for  exam- 
ple, the  Commission,  which  had  already  been  required  to  report  annually  to  the 
Congress  on  its  operations,  was  furnished  with  a  specific  list  of  additional  matters  as 
to  which  details  were  required  to  be  furnished  to  the  Congress.  See,  e.g.,  sections 
llA(c)(4),  llA(e),  12(m),  and  23  of  the  Securities  Exchange  Act,  as  adopted  by  P.L. 
94-29.  In  addition,  in  order  to  assure  an  annual  review  by  the  Congress  of  the 
Commission's  operations  for  the  preceding  year,  new  section  35  of  the  act  requires 
that,  in  addition  to  review  by  relevant  appropriations  committees,  the  Commission 
must  first  transmit  its  operating  budget  and  justification  to  its  oversight  commit- 
tees. I  can  assure  you  that  the  Subcommittees  of  the  House  Committee  on  Interstate 
and  Foreign  Commerce  have  been  vigilant  in  their  oversight  of  the  Commission.  In 
our  view,  to  the  extent  greater  congressional  supervision  of  agency  action  is  desir- 
able, these  approaches  are  vastly  superior  to  legislative  veto  provision.  Thus,  the 
legislative  veto  power  would  create  more  problems  than  it  would  solve.  For  these 
reasons,  we  must  agree  with  the  Senate  Committee  on  Governmental  Affairs  when 
it  recommended,  "Although  the  legislative  veto  may  be  appropriate  in  limited 
situations,  the  Congress  should  reject  any  across-the-board  use  of  the  legislative  veto 
for  regulatory  agency  rules.  Congress  should  also  refrain  from  continually  adding  a 
legislative  veto  provision  to  regulatory  agency  statutes."' 

In  conclusion,  I  would  like  to  affirm  our  commitment  to  regular,  critical  scrutiny 
of  Federal  programs  and  agencies.  Unfortunately,  in  our  view,  it  is  likely  that  the 
legislation  before  you,  because  of  its  draconian  and  broad-brush  approach,  would  not 
provide  effective  assistance  in  achieving  the  goal  of  more  effective  and  responsible 
Government. 

Mr.  MoAKLEY.  You  are  against  draconian  approaches,  I  take  it. 


'II   "Study  on   Federal   Regulation,"   S.   Doc.   No.   26,  95th  Cong.,   1st  Sess.   115-122  (1977). 

Md.  at  117. 

*  "Legislative  Veto  of  Administrative  Regulations"  2  Fed.  Reg.  54,251  (1977). 

'  Report  on  Federal  Regulation,  supra  note  1,  at  119. 

•Id. 

'Id.  at  112. 


603 

Ms.  Karmel.  Yes;  as  many  of  the  other  witnesses  have  said, 
regulatory  reform  is  complex  and  difficult.  In  the  case  of  the  SEC  it 
has  taken  us  since  1934  to  get  where  we  are,  and  I  don't  think  the 
problems  that  Government  finds  itself  in  today  are  going  to  be 
solved  by  broad-brush  approaches.  As  I  said  in  my  statement,  such 
approaches  hold  out  a  false  promise  to  the  public  that  there  are 
easy  solutions  to  the  problems  of  overregulation.  I  think  that  such 
a  simplistic  approach  is  doomed  to  failure  and  therefore  the  public 
will  become  that  much  more  cynical  about  Government. 

Mr.  MoAKLEY.  The  public  may  think  there  is  a  simple  solution, 
but  the  Congress  doesn't.  As  a  matter  of  fact,  that  is  why  we  have 
this  ongoing  committee. 

Ms.  Karmel.  I  am  sure  that  is  true,  and  I  guess  from  all  the 
witnesses  that  have  been  here  today,  the  regulatory  agencies  would 
agree  with  you. 

Mr.  MoAKLEY.  Can  I  put  out  a  hypothetical  question  to  you? 
Assume  that  your  Commission  has  issued  some  regulation,  and  Mr. 
Petkas,  of  the  Regulatory  Council,  thinks  it  is  too  inflationary  and 
the  President  is  not  happy  with  it.  What  would  you  do? 

Ms.  Karmel.  We,  as  an  independent  agency,  would  not  necessar- 
ily be  bound  by  that  decision.  Of  course,  we  are  very  influenced  by 
that  kind  of  a  criticism  and  all  of  the  concern  about  inflation  that 
has  come  out  of  the  executive  and  congressional  branches.  That 
criticism  is  certainly  affecting  our  thinking. 

I  should  stress  that  much  of  the  work  we  do  is  not  done  by 
standard-setting  regulation,  which  is  the  kind  of  regulation  that 
has  become  subject  to  the  most  criticism  of  overregulation  by  com- 
mentators and  business.  Not  that  business  doesn't  criticize  us,  too, 
but  we  go  about  our  work  a  little  differently. 

Mr.  MoAKLEY.  But  the  problem  is  that  many  times  we  in  the 
Congress  are  criticized  for  actions  taken  by  regulatory  agencies, 
simply  because,  years  ago,  we  passed  a  law  creating  an  agency  with 
certain  mandates.  Now,  many  agencies  have  gone  beyond  those 
original  mandates. 

What  recourse  do  we  have? 

Ms.  Karmel.  Well,  I  can  only  answer  you  really  in  terms  of  my 
own  agency.  There  are  many  people  who  claim  that  we  have  gone 
beyond  our  basic  statutes.  But  since  so  much  of  our  work  is  done  by 
prosecution,  it  is  usually  the  courts  who  tell  us  when  that  is  the 
case.  We  get  criticized  for  going  beyond  our  mandate  more  often  in 
the  cases  we  bring  in  the  courts  than  in  our  rulemaking  work. 
Actually,  my  feeling  is  that  the  legislative  veto  would,  in  the  case 
of  our  agency,  accelerate  that  process.  It  would  make  us  opt  for 
adjudication  over  rulemaking  in  many  cases. 

Mr.  Moakley.  From  what  I  have  seen  of  the  statement,  after  a 
cursory  reading,  you  feel  that  the  general  oversight  review  by 
congressional  committees  is  adequate. 

Ms.  Karmel.  No;  I  think  I  would  have  to  be  more  honest  than 
that  and  say  that  greater  and  more  critical  oversight  on  the  part  of 
Congress  is  probably  required  of  us,  and  of  the  agencies. 

There  are  some  proposals  that  have  been  made  that  probably 
would  be  a  spur  to  Congress  to  conduct  greater  review.  But  to  a 
large  extent,  all  of  these  bills  are  an  effort  on  the  part  of  Congress, 
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as  you  yourself  said  earlier  this  afternoon,  to  do  its  work  a  little 
better  and  a  little  more  effectively.  And  that  would  be  a  good  idea. 

I  am  sure  our  agency  could  benefit  from  greater  oversight  and 
even  from  mechanisms  that  would  result  in  a  broader  oversight 
perspective  on  our  programs  than  the  particular  congressional 
oversight  committees  might  initiate. 

As  I  pointed  out,  H.R.  2  does  have  some  mechanisms  to  that 
effect  where  the  parochialism  of  an  agency  and  its  oversight  com- 
mittee could  be  overcome  by  a  somewhat  broader  oversight  on  the 
part  of  Congress.  But  we  object  to  the  drastic  nature  of  sunset 
provisions  which  provide  that  if  Congress  does  not  act,  an  agency 
goes  out  of  business,  or  if  Congress  does  not  act,  an  agency's  imple- 
menting regulations  are  all  repealed. 

After  all,  Congress  now  makes  agency  appropriations  on  a  yearly 
or  other  periodic  basis,  and  presumably  that  appropriation  process 
could  be  used  for  a  sunset  review.  But  that  is  obviously  too  drastic. 
Although  there  is  oversight  in  connection  with  appropriation  hear- 
ings, it  is  in  a  very  rare  case  where  anybody  seriously  says  to  an 
agency  we  may  not  give  you  any  money  at  all  next  year.  Our 
feeling  is  that  the  kind  of  broad-brush  sunset  provisions  in  these 
bills  are  very  similar.  They  are  too  drastic,  so  that  they  really 
wouldn't  be  effective.  They  are  likely  to  result  in  a  rubber-stamp 
approval,  that  it  wouldn't  accomplish  what  are  the  very  worth- 
while objectives  of  this  kind  of  legislation. 

Mr.  MoAKLEY.  Congressman  Beilenson? 

Mr.  Beilenson.  I  don't  have  any  questions.  Thank  you. 

Mr.  MoAKLEY.  We  will  now  hear  from  Chairman  Parker,  of  the 
U.S.  International  Trade  Commission. 

STATEMENT  OF  JOSEPH  O.  PARKER,  CHAIRMAN,  U.S.  INTERNA- 
TIONAL TRADE  COMMISSION,  ACCOMPANIED  BY  MICHAEL 
STEIN,  GENERAL  COUNSEL,  USITC 

Mr.  Parker.  Thank  you,  Mr.  Chairman,  and  members  of  the 
subcommittee.  We  certainly  appreciate  the  opportunity  to  appear 
before  you  and  to  give  you  any  views  that  we  have  with  respect  to 
this  legislation. 

I  should  at  the  outset  say  our  comments  are  related  primarily  to 
the  effect  that  we  perceive  these  bills  would  have  on  our  agency 
rather  than  the  broad  philosophical  discussion  of  the  subject  that 
some  of  the  witnesses  have  provided.  If  you  would  like  to  have  our 
views  in  that  area,  we  would  be  glad  to  make  a  further  submission 
to  this  subcommittee. 

I  think  the  views  of  our  agency  coincide  generally  with  those  of 
the  Chairman  of  the  FCC:  that  it  is  extremely  difficult  to  come  up 
with  a  general  rule  of  applicability  to  all  agencies.  I  think  the 
committee  will  have  to  look  at  different  agencies  or  perhaps  differ- 
ent groups  of  agencies. 

I  should  also  say  that  we  have  submitted  a  prepared  statement 
and  ask  if  that  could  be  made  a  part  of  the  record,  we  would 
appreciate  it. 

Mr.  MoAKLEY.  Without  objection,  the  statement  will  be  a  part  of 
the  record. 

Mr.  Parker.  I  will  briefly  summarize.  In  our  prepared  statement 
we  did  outline  in  some  detail  the  functions  and  character  of  the 


605 

International  Trade  Commission,  which  we  believe  is  unique 
among  Government  agencies,  even  the  independent  agencies,  be- 
cause we  do  not  generally  have  a  regulatory  type  of  jurisdiction 
like  the  SEC  and  the  FCC. 

The  functions  we  carry  out,  of  course,  are  mandated  either  by 
statute  or  by  request  from  the  President  or  congressional  commit- 
tees which,  under  the  law,  we  are  directed  to  respond  to. 

We  don't  have  a  program  in  the  traditional  sense  where  we  issue 
the  rulemaking  type  of  regulations  that  would  be  subject  to  the 
legislative  veto. 

The  International  Trade  Commission  succeeded  to  the  functions 
of  the  Tariff  Commission  as  originally  established.  Therefore,  it  has 
always  been  an  independent  agency  and  responsible  to  the  Con- 
gress, and  the  Congress  at  various  times  throughout  its  history  has 
taken  action  to  preserve  and  maintain  that  independence.  For 
example,  in  the  Trade  Act  of  1974,  the  Congress  specifically  re- 
moved our  budget  from  0MB  approval  and  directed  that  we  submit 
our  budget  to  the  President  through  the  Office  of  Management  and 
Budget  and  further  directs  that  the  President  submit  it  to  the 
Congress  without  revision. 

Not  only  is  the  Commission's  budget  considered  directly  by  the 
Congress,  and  free  of  Executive  control,  but  the  same  is  true  of  all 
the  activities  of  the  Commission.  Under  section  330  of  the  Tariff 
Act  of  1930,  as  amended,  the  Commission  is  required  to  submit  and 
obtain  an  annual  authorization  for  all  of  its  activities.  So  we  annu- 
ally appear  before  the  Appropriations  Committee  on  our  budget, 
which  is  zero-based.  We  also  have  to  go  before  our  legislative 
committees  and  get  our  activities  reauthorized,  and  they  are  very 
carefully  scrutinized  at  that  point. 

So,  in  effect,  we  have  sunset  every  year,  and  this  has  been  in 
effect  now  for  about  3  years,  I  believe,  and  it  is  working  very  well. 

We  are  fortunate,  perhaps  because  we  are  a  small  agency,  that 
we  can  get  that  much  attention  from  the  legislative  committees, 
but  we  are  dealing  in  areas  in  which  they  have  a  direct  and  broad 
interest  and  which  also  is  related  to  their  many  other  legislative 
responsibilities,  like  the  multinational  trade  negotiations  and  the 
legislation  resulting  from  them. 

So  we  think  the  review  provisions  that  we  are  currently  under 
are  more  frequent  and  provide  Congress  more  control  over  our 
activities  than  any  of  the  bills  would.  Therefore,  we  think  the 
provisions  of  the  bills  really  wouldn't  do  anything  substantively 
except  add  to  the  administrative  burden  and  probably  create  addi- 
tional administrative  costs. 

The  primary  point  that  we  would  like  to  make  in  connection 
with  this  legislation  is  that  these  bills,  H.R.  2  and  H.R.  65,  I 
believe,  both  could  have  an  adverse  impact  upon  the  independent 
role  of  the  Commission  because  it  would  require  us  to  make  reports 
to  the  0MB  and  would  require  an  evaluation  by  0MB  or  by  the 
Executive  in  some  areas.  This  is  the  very  thing  that  the  Congress 
legislated  in  1974  to  remove  us  from  that  type  of  control.  In  con- 
nection with  our  authorization  and  our  budget  for  1980,  contrary  to 
an  expressed  direction  in  the  statute,  there  was  a  submission  by 
0MB,  and  the  committees  indicated  very  clearly  that  the  action 
was  contrary  to  the  will  of  the  Congress. 
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So  these  bills  would  clearly  be  inconsistent  with  that  legislation. 
[Mr.  Parker's  prepared  statement  follows:] 

Prepared  Statement  of  Joseph  O.  Parker,  Chairman,  U.S.  International 

Trade  Commission 

Mr.  Chairman  and  members  of  the  subcommittee:  Thank  you  for  this  opportunity 
to  appear  before  you  and  to  comment  on  the  bills  which  are  pending  before  the 
committee.  In  order  to  provide  a  better  perspective  for  our  comments,  I  would  like 
to  provide  a  brief  overview  of  the  mission  and  functions  of  the  U.S.  International 
Trade  Commission. 

THE   commission 

The  Commission  is  an  independent  agency  consisting  of  six  Commissioners  ap- 
pointed by  the  President  and  confirmed  by  the  Senate.  Not  more  than  three  Com- 
missioners may  be  members  of  the  same  political  party.  The  present  Commission  is 
the  statutory  successor  to  the  U.S.  Tariff  Commission,  which  was  formed  by  the 
Congress  in  part  to  assist  it  in  carrying  out  its  responsibilities  to  regulate  foreign 
commerce  under  article  I,  section  8,  of  the  Constitution.  The  Commission,  pursuant 
to  statutory  directive,  is  required  to  provide  information  and  advice  to  the  Congress 
and  the  President.  It  is  empowered  to  investigate  the  conditions  of  competition 
between  foreign  industries  and  those  of  the  United  States. 

The  Commission  also  performs  certain  quasi-legislative  and  quasi-judicial  func- 
tions. Under  the  Antidumping  Act,  1921,  the  Commission  investigates  the  existence 
of  injury  to  an  industry  in  the  United  States  as  a  result  of  imports  of  foreign  goods 
at  less  than  fair  value.  If  the  Commission  determines  that  injury  or  likelihood  of 
injury  exists,  the  Secretary  of  the  Treasury  is  required  to  impose  dumping  duties. 
Similarly,  under  section  303  of  the  Tariff  Act  of  1930,  as  amended,  the  Commission 
investigates  the  existence  of  injury  or  likelihood  of  injury  from  duty-free  imports 
which  the  Secretary  of  the  Treasury  has  determined  have  received  a  bounty  or 
grant.  Injury  determinations  under  this  statute  can  result  in  the  imposition  of 
countervailing  duties.  .  •     x- 

Upon  petition  or  upon  its  own  motion,  the  Commission  conducts  investigations 
and  makes  recommendations  to  the  President  under  section  201  of  the  Trade  Act  of 
1974  with  respect  to  relief  from  injury  caused  by  increased  imports.  Upon  request  of 
the  President  under  section  22  of  the  Agricultural  Adjustment  Act,  the  Commission 
conducts  investigations  and  makes  recommendations  to  the  President  as  to  whether 
imports  are  materially  interfering  with  agricultural  price-support  programs.  Pursu- 
ant to  section  406  of  the  Trade  Act  of  1974,  the  Commission  conducts  investigations 
and  makes  recommendations  to  the  President  as  to  whether  increased  imports  of  an 
article  produced  in  a  Communist  country  are  causing  market  disruption  in  the 
United  States.  Investigations  under  each  of  these  statutes  can  result  in  import 
relief,  including  quantitative  restrictions  or  increased  tariffs. 

In  addition,  under  section  337  of  the  Tariff  Act  of  1930,  the  Commission  investi- 
gates unfair  trade  acts  in  the  importation  of  articles  into  the  United  States.  Pursu- 
ant to  this  statute,  the  Commission  is  authorized  to  remedy  the  unfair  acts  found  to 
exist  by  ordering  the  exclusion  of  imported  articles  from  the  United  States  or  by  the 
issuance  of  cease  and  desist  orders. 

The  Commission  has  the  responsibility  for  the  issuance  of  periodic  reports  on 
various  trade  matters,  including  the  operation  of  the  trade  agreements  program.  It 
monitors  and  reports  on  East-West  trade.  The  Commission  also  establishes,  pursu- 
ant to  section  484(e)  of  the  Tariff  Act  of  1930,  together  with  the  Secretaries  of 
Treasury  and  Commerce,  an  enumeration  of  articles  imported  into  and  exported 
from  the  United  States  and  has  the  responsibility  for  the  issuance,  revision,  and 
publication  of  the  "Tariff  Schedules  of  the  United  States  Annotated." 

Pursuant  to  the  Trade  Act  of  1974,  the  Commission  is  required  to  advise  the 
President  of  the  probable  economic  effect  with  respect  to  any  article  before  a  duty 
reduction  may  be  offered  in  the  multilateral  trade  negotiations.  The  Commission  is 
also  required  to  advise  the  President  of  the  probable  economic  effect  of  the  designa- 
tion of  imported  articles  as  eligible  for  duty-free  treatment  under  the  Generalized 
System  of  Preferences.  In  addition  to  these  specific  statutory  advisory  functions 
with  respect  to  the  trade  negotiations,  the  Commission  provides  assistance  to  the 
President  and  the  Congress.  The  House  Ways  and  Means  Committee  and  the  Senate 
Finance  Committee  recently  requested  the  Commission  to  provide  an  extensive 
analysis  of  the  impact  of  the  agreements  resulting  from  the  multilateral  trade 
negotiations  on  consumers,  industries,  and  the  agricultural  sector  of  the  United 
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States,  including  the  impact  of  foreign  and  domestic  tariff  concessions  and  the 
impact  of  the  nontariff  agreements  on  domestic  legislation. 

In  order  to  assure  the  Commission's  role  as  an  independent  and  impartial  fact- 
finding advisor  on  trade  matters,  the  Congress  removed  the  Commission's  budget 
from  Executive  control.  Section  175  of  the  Trade  Act  of  1974  states: 

"Sec.  175.  Independent  Budget  and  Authorization  of  Appropriations 

"(a)(1)  Effective  with  respect  to  the  fiscal  year  beginning  October  1,  1976,  for 
purposes  of  the  Budget  and  Accounting  Act,  1921  (31  U.S.C.  1  et  seq.),  estimated 
expenditures  and  proposed  appropriations  for  the  United  States  International  Trade 
Commission  shall  be  transmitted  to  the  President  on  or  before  October  15  of  the 
year  preceding  the  beginning  of  each  fiscal  year  and  shall  be  included  by  him  in  the 
budget  without  revision,  and  the  commission  shall  not  be  considered  to  be  a  depart- 
ment or  establishment  for  purposes  of  such  Act. 

"(2)  Section  3679  of  the  Revised  Statutes  (31  U.S.C.  665)  is  amended  by  inserting 
'the  United  States  International  Trade  Commission,'  before,  'or  the  District  of 
Columbia'  each  place  it  appears  in  subsections  (d)  and  (g)." 

■The  unique  status  of  the  Commission  is  confirmed  by  section  175(a)(2)  of  the  Trade 
Act,  which  amends  31  U.S.C.  665.  That  section  deals  with  U.S.  Government  appro- 
priations and  with  expenditures  by  officers  or  employees  of  the  United  States,  and 
contains  special  provisions  covering  "appropriations  available  to  the  legislative 
branch,  the  judiciary,  the  United  States  International  Trade  Commission,  or  the 
District  of  Columbia."  (31  U.S.C.  665(d)(1).)  Of  all  the  independent  agencies  in  the 
Federal  Government,  only  the  appropriations  of  the  Commission  are  exempted  by  31 
U.S.C.  665(d)(1)  from  apportionment  in  writing  by  the  Director  of  the  Office  of 
Management  and  Budget  under  31  U.S.C.  665(d)(2).  The  Commission  is  treated  in 
the  same  way  as  the  legislative  branch,  the  judiciary,  and  the  District  of  Columbia, 
all  of  which  are  clearly  outside  of  Presidential  budgetary  control. 

The  congressional  intent  in  making  the  Commission  completely  independent  is 
clearly  set  forth  in  the  legislative  history  of  the  Trade  Act  of  1974.  The  Report  of 
the  Committee  on  Finance  of  the  U.S.  Senate  states: 

"The  Tariff  Commission,  which  was  established  in  1916,  is  a  permanent,  independ- 
ent, nonpartisan  agency  whose  principal  function  is  to  provide  technical  and  fact- 
finding assistance  to  the  Congress  and  the  President  upon  the  basis  of  which  trade 
policies  may  be  determined.  The  Committee  strongly  believes  in  the  need  to  prevent 
the  Commission  from  being  transformed  into  a  partisan  body  or  an  agency  dominat- 
ed by  the  Executive  Branch.  For  this  reason,  many  of  the  amendments  offered  in 
this  bill  with  regard  to  the  Commission  are  directed  at  strengthening  its  independ- 
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"The  Committee  strongly  believes  that  the  only  way  to  preserve  the  strict  inde- 
pendence of  the  Commission  from  unwarranted  interference  by  the  Executive 
Branch  is  to  place  its  budget  directly  under  the  control  of  the  Congress.  Consequent- 
ly, section  175  of  the  bill  would  more  specifically  identify  the  Commission  as  an 
agency  independent  from  the  Executive  departments,  would  provide  that  the  budget 
of  the  Commission  shall  not  be  subject  to  revision  by  the  President  under  the 
Budget  and  Accounting  Act,  1921,  but  rather  shall  be  included  by  the  President  in 
the  Budget  without  revision.  Further,  any  necessary  apportionment  or  reapportion- 
ment of  appropriations  required  by  section  3679  of  the  Revised  Statutes  (31  U.S.C. 
665)  would  not  be  subject  to  the  control  of  the  Director  of  the  Bureau  of  the  Budget, 
but  rather  by  the  Commission  officer  having  administrative  control  of  such  appro- 
priation." ^ 

This  special  independent  status  was  also  reemphasized  by  the  Committee  on  Ways 
and  Means  of  the  House  of  Representatives  in  its  report  accompanying  H.R.  2471, 
the  bill  authorizing  appropriations  to  the  Commission  for  the   1980  fiscal  year. 

"Independence  of  International  Trade  Commission  Budget  Submissions 

"Because  of  the  unique  role  of  the  Commission  as  a  quasijudicial  and  independent 
agency  designed  to  provide  trade  expertise  to  both  legislative  and  executive 
branches  of  Government,  the  Congress  provided  that  the  budget  of  the  International 
Trade  Commission  would  not  be  subject  to  control  by  the  Office  of  Management  and 
Budget,  but  would  instead  be  submitted  directly  to  the  Congress.  The  committee 
believes  that  this  budgetary  independence  has  been  useful  in  insuring  the 
independence  and  objectivity  of  the  Commission,  and  the  actions  of  the  Congress 
in  recent  years  in  reducing  the  Commission's  budget  requests  have  insured  a  careful 


"Trade  Reform  Act  of  1974,   '  *  *,"  S.  Rept.  93-1298  (93d  Cong.,  2d  sess.),   1974,  p.   115. 
•Ibid.,  p.  118. 
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use  of  the  taxpayers'  moneys.  The  committee  makes  these  observations  in  light  of 
material  included  in  the  fiscal  year  1980  Budget  Appendix  in  which  the  administra- 
tion suggests  a  budget  figure  for  the  Commission  in  light  of  temporary  Civil  Service 
employment  limitations.  This  Budget  Appendix  addition  is  gratuitous  and  has  no 
binding  on  the  Commission  or  Congress.  Your  committee  trusts  that  this  Appendix 
reference  does  not  indicate  any  attempt  to  infringe  on  the  Commission's  budget 
independence." ' 

It  should  be  noted  that,  in  addition  to  supporting  its  annual  request  for  appropri- 
ations, under  section  330(e)(1)  of  the  Tariff  Act  of  1930  the  Commission  must 
annually  obtain  an  authorization  from  our  legislative  committees  and  the  Congress 
for  all  its  operations.  The  Commission  and  its  functions,  cost-effectiveness,  and  role 
in  the  overall  administration  of  U.S.  international  trade  policy  are  thus  carefully 
scrutinized  and  reauthorized  each  year  by  both  Houses  of  Congress.  (See  sec.  402(a) 
of  the  Congressional  Budget  Act  of  1974  (31  U.S.C.  1352).) 

H.R.    2   AND  H.R.   65 

With  this  background,  the  Commission  submits  the  following  comments.  The 
Commission,  and  each  of  its  activities,  in  effect,  are  subject  to  "sunset"  each  and 
every  year.  The  Commission  believes  that  the  existing  procedures  with  respect  to  it 
are  more  extensive  than  those  generally  provided  with  respect  to  executive  agencies 
and  provide  a  thorough  and  adequate  means  of  review  and  control  of  the  operations 
of  the  Commission  by  the  Congress.  These  procedures  have  worked  well  and  are 
consistent  with  the  sunset  concept  as  expressed  in  the  bills  before  the  Committee.  In 
addition,  existing  provisions  of  law  applicable  to  the  Commission  provide  a  more 
frequent  review  and  control  of  the  Commission's  operations  by  the  Congress.  H.R.  2 
appears  to  be  directed  at  programs  which  have  acquired  a  life  of  their  own  and 
which  are  not  regularly  reexamined  and  evaluated  in  light  of  current  circumstances 
as  are  the  Commission's  operations.  In  view  of  the  annual  reauthorization  to  which 
the  Commission  is  currently  subjected,  the  reporting  and  program  justification 
elements  of  the  bills  if  made  applicable  to  the  Commission  would  be  costly  and 
burdensome  and  thus,  paradoxically,  raise  the  administrative  costs  of  the  Commis- 
sion without  increasing  program  effectiveness. 

Second,  and  of  greater  significance,  these  bills  may  have  an  adverse  impact  on  the 
independent  role  of  the  Commission.  To  subject  Commission  operations  to  evalua- 
tion by  the  Executive  pursuant  to  section  601  of  H.R.  2  or  to  have  the  Commission 
submit  an  annual  report  to  the  Director  of  0MB  as  called  for  by  section  102  of  H.R. 
65  would  be  inconsistent  with  and  contrary  to  the  clear  intent  and  policy  of  the 
Congress  as  expressed  in  recent  legislation  that  the  Commission  remain  independ- 
ent of  the  executive  branch.  It  is,  we  believe,  important  that  the  clear  purpose  of 
section  175  of  the  Trade  Act  of  1974  not  be  undermined  by  either  of  these  bills.  We 
would,  therefore,  recommend  that  the  Commission  be  exempted  from  these  bills  and 
remain  subject  to  the  annual  review  and  reauthorization  as  provided  by  existing 
law.  In  any  event,  we  would  urge  that  the  Commission  be  exempted  from  the 
provisions  of  the  bills  which  would  subject  it  to  oversight,  evaluation,  or  control  by 
the  executive  branch  and  thus  run  the  risk  of  impairing  its  independence. 

H.R.   2364 

The  Commission  takes  no  position  on  this  bill.  However,  the  Commission  is  always 
ready  and  willing  to  assist  Congress  and  the  President  in  determining  the  best  way 
the  functions  of  Government  might  be  organized. 

Mr.  Chairman,  this  concludes  my  prepared  statement.  I  hope  that  the  committee 
finds  these  comments  helpful  in  its  efforts  to  develop  sound  legislation.  I  would  be 
pleased  to  respond  to  your  questions. 

Mr.  MoAKLEY.  It  occurs  to  me  that  ITC  wasn't  the  Commission 
the  sponsors  were  thinking  of  when  they  drafted  these  bills. 

Mr.  Parker.  I  think  that  is  probably  correct,  and  with  that 
statement,  Mr.  Chairman,  we  appreciate  this  opportunity  to  be 
here.  We  want  to  cooperate  with  this  committee.  If  you  desire  any 
further  information,  we  will  be  glad  to  furnish  it. 

Mr.  MoAKLEY.  Thank  you  both  for  attending  the  hearing. 


'  "Authorization  of  Fiscal  Year  1980  Appropriations  for  the  USITC  and  the  Customs  Service," 
H.  Rept.  96-62  (96th  Cong.,  1st  sess.),  1979,  p.  4. 
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This  concludes  the  joint  hearing  of  the  Subcommittee  on  Rules  of 
the  House  and  the  Subcommittee  on  the  Legislative  Process. 
The  record  will  remain  open  to  receive  statements  at  this  point. 
The  hearing  stands  adjourned. 
[The  following  statements  were  submitted  for  the  record:] 
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Federal  Home  Loan  Bank  Board 


lien 


1700  G  StreBl,  N.W. 
Washington,  DC.  20562 

Federal  Home  Loan  Bank  Syslem 
Federal  Home  Loan  Mortgage  Corpofation 
Federal  Savings  and  Loan  Insurance  Corporation 


ROBERT  H.  McKINNEY,  Chairman 


June  15,  1979 

The  Honorable  Gillis  W.  Long 
Chairman,  Subcommittee  on  the 

Legislative  Process 
U.S.  House  of  Representatives 
Washington,  D.C.   20515 

The  Honorable  John  Joseph  Moakley 
Chairman,  Subcommittee  on  Rules 

of  the  House 
Committee  on  Rules 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Chairmen: 


I  apologize  for  being  unable  to  appear  before  the  Subcommittee  to 
give  the  Bank  Board's  views  on  Title  V  of  H.R.  2,  the  Sunset  Act 
of  1979,  relevant  provisions  of  H.R.  65,  the  Legislative  Oversight 
Act  of  1979,  and  provisions  of  H.R.  2364,  the  Regulatory  Reform  Act 
of  1979.   I  appreciate  the  opportunity  to  provide  our  written  comments. 

Title  V  of  H.R.  2  and  H.R.  65 

Neither  Title  V  of  H.R.  2  nor  H.R.  65  applies  to  the  Bank  Board. 
Title  V  of  H.R.  2  establishes  a  schedule  for  Presidential  review 
of  various  agencies  to  prevent  "unnecessary  or  harmful  regulation 
which  may  lead  to  inflationary  consumer  prices,  a  reduction  of 
competition  in  the  providing  of  important  goods  and  services, 
and  other  economic  inefficiencies  that  disrupt  the  operation  of  a 
free  enterprise  system  without  correspondingly  benefitting  the  health, 
safety  or  economic  welfare  of  the  nation."  This  agency  is  not  one 
of  the  agencies  which  the  President  would  be  required  to  review  under 
the  bill.  Nor  is  a  review  provided  for  the  Federal  Reserve  Board 
or  the  National  Credit  Union  Administration.  The  FDIC  and  the 
Comptroller  of  the  Currency,  however,  would  be  subject  to  review. 

H.R.  65  does  not  apply  to  the  Bank  Board  because  it  predicates 
its  requirements  on  "budget  authority"  or  "new  spending  authority" 
for  Federal  programs.   As  these  terms  are  defined  in  the  Congressional 
Budget  and  Impoundment  Control  Act  of  1974,  they  would  not  cover 
the  procedures  of  the  Bank  Board  because  we  do  not  operate  with 
appropriated  funds.   However,  since  we  must  appear  before  Congress 
each  year  to  have  our  annual  spending  limiations  set,  our  programs 
and  operations  are  subject  to  regular  review,  which  is  the  primary 
purpose  of  the  sunset  provisions. 
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H.R.  2364 


Described  as  an  effort  to  combat  excessive,  duplicative,  inflationary, 

and  anticompetitive  regulation  and  the  waste  of  resources  and 

unnecessary  delay  caused  by  inefficient  agency  procedures,  H.R. 

2364  would  require  the  President  to  regularly  review  the  organization, 

procedures,  and  regulations  of  selected  groups  of  regulatory 

agencies  and  to  submit  a  plan  to  Congress  which  would  establish 

a  more  efficient  and  effective  regulatory  system  for  the  area 

under  review.   The  various  agencies,  or  their  successors,  would 

be  reviewed  on  a  ten  year  cycle  with  the  first  plan  for  the  financial 

regulatory  agencies,  including  the  Bank  Board  and  the  Federal 

Savings  and  Loan  Insurance  Corporation,  to  be  due  in  April  of  1905. 

Congress  would  then  be  required  to  review  the  plan  and  adopt 
legislation  incorporating  it.   If  no  comprehensive  regulatory 
reform  legislation  were  enacted,  in  our  case  concerning  the 
regulation  of  banking,  finance,  international  trade  and  Govern- 
ment procurement,  by  August  1  of  the  year  following  that  in 
which  the  plan  was  due,  then  all  the  agencies  affected  by  the 
plan  would  lose  their  authority  to  issue  new  rules  or  regula- 
tions not  essential  for  preserving  public  health  or  safety.  If 
comprehensive  reform  legislation  were  not  enacted  by  October  1 
of  the  same  year,  then  the  agencies  affected  by  the  plan 
would  lose  their  authority  to  enforce  rules  and  regulations 
not  essential  for  preserving  public  health  or  safety. 

If  reform  legislation  were  not  enacted  by  December  31  of  the 
year  following  that  in  which  the  plan  was  due,  then  the  agencies 
covered  by  the  plan  would  be  terminated  unless  Congress  specifically 
enacted  some  provision  providing  for  their  continuation.  If 
an  agency  were  terminated,  those  regulations  essential  for  preserving 
public  health  and  safety  would  remain  intact  and  would  be  enforced 
by  a  special  office  to  be  created  in  the  Justice  Department  until 
such  time  as  other  appropriate  provisions  were  enacted  by  Congress. 

The  Bank  Board  and  FSLIC  support  Congress's  effort  to  eliminate 
excessive,  duplicative  and  inflationary  regulations  and  to  stream- 
line agency  operations.   In  fact,  we  have  already  begun  our 
own  internal  review  and  complete  rewrite  of  our  regulations 
to  eliminate  duplicative  and  unnecessary  provisions.   The  first 
segment  of  this  review,  covering  the  Federal  Home  Loan  Bank 
System  and  the  Federal  Savings  and  Loan  System  regulations,  has 
already  been  completed.   In  addition,  we  are  continually  evaluating 
the  efficiency  of  our  organizational  structure  and  revising  it 
when  it  would  result  in  more  effective  and  efficient  operation. 

We  do  have  several  problems  with  the  proposed  legislation,  though. 
First,  we  feel  the  agency  grouping  in  which  the  Bank  Board  and 
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FSLIC  have  been  placed  is  overly  broad  and  not  conducive  to 
effective  review  of  the  activities  of  the  agencies  selected. 
The  operations  and  regulations  of  the  financial  regulatory  agencies 
are  a  complex  enough  area  to  review  without  adding  international 
trade  operations,  securities  regulation,  and  Government  procurement. 
Since  the  sunset  system  set  up  by  this  bill  applies  to  all  the 
agencies  being  reviewed,  we  fear  disagreement  as  to  how  the  other 
category  should  be  organized  might  delay  enactment  of  the  required 
legislation  and  thus  invoke  the  limitations  on  rulemaking  and 


if  FSLIC,  for  example,  had  to  assist  insured  financial  institutions 
which,  lacking  Government  oversight  and  regulation,  engaged 
in  unsound  practices  and  went  into  default. 

Second,  if  such  delay  caused  the  Bank  Board's  or  FSLIC's  operations 
to  be  affected  by  the  provisions  of  this  bill,  it  is  unclear  whether 
our  regulations  would  be  covered  by  the  exception  for  regulations 
"essential  for  preserving  public  health  and  safety."   Because 
financial  institutions  have  been  heavily  regulated  for  many  years  — 
in  large  part  in  response  to  the  Government's  need  to  protect 
itself  from  financial  liability  if  financial  institutions  whose 
accounts  were  insured  went  into  default  —  the  nation's  financial 
systems,  and  the  economy,  could  be  impacted  severely  if  this 
regulatory  system  were  abruptly  dismantled.  Because  of  the  com- 
plexity of  the  system,  the  special  expertise  in  financial  matters 
needed  to  administer  it,  and  the  large  number  of  trained  employees 
required  to  conduct  the  periodic  examinations  needed  to  implement 
it,  it  would  be  very  impractical  for  a  small  office  in  the 
Department  of  Justice  to  step  in  and  enforce  those  regulations 
which  might  be  deemed  essential. 

We  believe  that  there  must  be  a  less  extreme  way  in  which  to 
ensure  periodic  evaluation  and  review  of  the  Government's 
regulatory  processes.  Under  existing  procedures,  the  various 
regulatory  agencies  are  reviewed  every  year  either  when  their 
budgets  are  authorized  or,  as  in  our  case,  when  the  limitations 
on  their  spending  are  set.  In  addition,  the  General  Accounting 
Office  regularly  reviews  our  entire  operations  and  conducts 
special  reviews  at  the  request  of  Congress.  Although  the  bill 
does  provide  that  Congress  may  provide  for  the  continuation 
of  an  agency  by  enacting  "(an)other  appropriate  provision," 
an  agency  should  not  have  to  see  its  rulemaking  authority 
circumscribed  and  its  enforcement  power  eliminated  and  be  faced 
with  possible  dismantling  because  of  the  inaction  of  a  body 
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outside  itself.  Such  drastic  action  should  only  be  taken  if 
an  affirmative  decision  is  made  that  such  agency  or  functions 
are  no  longer  necessary,  and  not  merely  because  they  need 
improvement,  or  the  functions  of  other  agencies  being  reviewed  at 
the  same  time  need  improvements  which  haven't  yet  been  enacted. 

We  hope  that  these  comments  will  assist  your  Subcommittee  in  its 
deliberations  on  these  bills  and  in  its  search  for  more  effective 
ways  to  review  the  activities  and  operations  of  regulatory 
agencies . 
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NATIONAL  CREDIT  UNION  ADMINISTRATION 

WASHINGTON,  D.C.      S0456 

June  13,   1979 


Honorable  Gillis  W.  Long  Honorable  John  Joseph  Moakley 

Chairman  Chairman 

Subcommittee  on  the  Legislative  Process  Subcommittee  on  Rules  of  the  House 

Committee  on  Rules  Committee  on  Rules 

House  of  Representatives  House  of  Representatives 

Washington,  DC  20515  Washington,  DC  20515 

Dear  Mr.  Chairmen: 

This  is  in  response  to  your  letter  of  June  1,  1979,  requesting  the 
views  of  the  National  Credit  Union  Administration  on  Title  V  of  H.R.  2,  the 
Sunset  Act  of  1979,  H.R.  65,  the  Legislative  Oversight  Act  of  1979,  and 
H.R.  2364,  the  Regulatory  Reform  Act  of  1979.   I  am  pleased  to  supply  the 
following  comments  for  the  record  of  your  joint  hearings. 

The  National  Credit  Union  Administration  (NCUA)  supervises  and  insures 
the  nation's  12,700  Federal  credit  unions.   In  addition.  It  insures  the 
member  accounts  of  4,500  state  chartered  credit  unions.  While  large  in 
number,  credit  unions  are  the  smallest  in  size  of  our  financial 
Institutions.   70%  of  Federal  credit  unions  are  under  $1  million  in  assets 
and  operate  with  small  staffs  often  relying  on  volunteers.   The  limited 
resources  of  these  particular  institutions  make  them  quite  vulnerable  to 
the  adverse  effects  of  unnecessary  regulations. 

In  my  day  to  day  supervisory  role,  I  am  constantly  seeking  to  balance 
efficient  credit  union  management  with  the  safety  and  soundness  of  credit 
union  operations.   Needless  to  say,  even  the  smallest  of  the  institutions 
does  not  expect  to  be  relieved  of  its  responsibilities  concerning  the  funds 
of  its  members, but  rather  to  have  a  clear  understanding  of  what  is  expected 
by  its  regulator.   In  my  almost  two  years  as  Administrator,  I  have 
personally  participated  in  the  development  of  each  regulation  promulgated 
by  NCUA  and  am  familiar  with  the  difficult  task  of  setting  forth  simple, 
straight-forward  regulations  on  often  very  complex  subjects.   Therefore,  I 
welcome  the  opportunity  to  explore  methods  to  improve  the  task  of 
regulating  these  financial  institutions. 

Actions  Taken 

I  recognize  that  Regulatory  Reform  is  receiving  considerable  attention 
at  this  time  with  the  introduction  of  over  150  related  bills, and  that 
reform  is  indeed  needed.   I  would  like  to  comment  for  the  record  at  this 
point  on  the  President's  initiatives  taken  so  far  and  the  results  they  have 
achieved  within  our  agency.   As  you  know,  public  comments  were  received  on 
an  Executive  Order  for  the  first  time  when  a  draft  of  E.G.  12044  was 
published  in  late  1977.  After  very  favorable  response  was  received,  it  was 
formalized  in  March  of  1978.   Our  agency  was  one  that  was  not  required  to 
comply.   Nevertheless,  we  decided  that  the  approach  taken  by  the  President 
was  a  desirable  one  and  deserving  of  support.   In  May  of  1978,  we  proposed 


615 


NATIONAL  CREDIT  UNION  ADMINISTRATION 
WASHINGTON,  D.C.     2045B 


a  rule  to  "improve  Federal  credit  union  regulations."  This  rule  was 
finalized  on  March  16,  1979.   (A  copy  is  included  for  the  record.) 

As  a  result  of  our  participation;  (1)  we  have  a  semiannual  agenda;  (2) 
we  are  improving  our  ability  to  set  forth  preambles  and  explanations  in 
plain  English;  (3)  we  are  improving  our  efforts  at  obtaining  early  public 
participation  in  rulemaking;  (4)  we  are  learning  the  best  method  to  measure 
cost/benefits  of  proposals  (I  would  point  out,  however,  that  the  state  of 
the  art  of  regulatory  analysis  needs  a  great  deal  of  development  and  we 
recognize  that  a  coordinated  effort  should  be  continued  in  this  matter.); 
(5)  We  are  continuing  the  review  process  of  NCUA  regulations  on  a  regular 
periodic  basis. 

My  point  in  reviewing  these  initiatives  is  to  share  with  you  some  of 
the  reasons  1  have  concluded  that  regulatory  reform  has  indeed  begun  and 
that  many  of  the  participants  are  anxious  to  continue  this  effort. 
Therefore,  I  have  been  a  constant  supporter  of  the  President's  legislative 
efforts  which  began  earlier  this  year  when  the  provisions  of  E.O.  12044 
were  further  refined  into  legislative  Initiatives,  H.R.  3263  and  S.  755. 
NCUA  provided  comments  to  the  Office  of  Management  and  Budget  as  these 
proposals  were  developed  and  I  am  confident  that  such  legislation  will 
serve  to  focus  the  reform  efforts  of  each  regulatory  body.   I  am  convinced 
that  the  additional  costs  to  the  agencies  in  terms  of  time  and  personnel 
will  be  returned  many  times  in  cost  reduction  to  those  being  regulated  and 
to  the  public  itself. 

Review  of  Government 

Another  essential  element  of  an  overall  reform  plan  is  the  periodic 
evaluation  on  an  agency-by-agency  or  a  program-by-program  basis  of  the 
authorization  for  the  agency  or  program  itself.   Such  a  review  would  enable 
Congress  to  determine  if  its  legislative  efforts  have  been  carried  out 
effectively  and  if  they  should  be  continued.   This  coupled  with  a  review  of 
the  process  by  which  authorizations  for  new  programs  are  examined,  should 
provide  the  parameters  within  which  specific  reform  measures  can  eventually 
be  developed. 

The  proposals  under  review  during  your  hearings  essentially  provide 
for  a  sunset  review  of  programs  (H.R.  2),  a  sunset  review  of  agencies  (H.R. 
2364)  and  a  sunrise  process  for  new  programs  with  a  maximum  on  their 
authorizations  (H.R.  65).   I  will  shortly  address  specific  concerns  with 
each  of  those  proposals,  but  at  this  point  I  would  offer  my  support  for  the 
objectives  contained  in  each.   The  task  remaining  will  be  to  find  the  best 
method  of  meeting  these  objectives. 

Legislative  Veto 

While  not  included  in  the  proposals,  your  letter  inviting  me  to 
comment  suggested  that  the  subject  of  legislative  veto  as  it  related  to 
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program  review  would  also  be  the  subject  of  these  hearings.   The  National 
Credit  Union  Administration  recognizes  the  Congressional  responsibility  for 
oversight,  but  does  not  agree  that  its  regulatory  proposals  should  be 
subject  to  a  legislative  veto  by  either  House  of  Congress.   Such  a  variance 
in  the  regulatory  process  and  all  of  its  interrelated  components  is  likely 
to  cause  undesired  effects  in  the  implementation  of  the  statutes.   The 
possibility  of  a  veto  could  lead  a  regulator  to  the  narrowest 
interpretation  of  the  statute  precluding  the  flexibility  to  adjust  to 
modern  technology  and  a  changing  social  environment. 

Additionally,  the  Congress  would  be  required  to  examine  all  of  the 
regulatory  activity,  gather  its  own  information,  possibly  hold  hearings, 
and  make  decisions  in  a  relatively  short  time. 

Finally,  there  is  the  issue  of  circumventing  the  President's  veto 
power  as  set  forth  in  the  Constitution.   Our  recommendation  is  that  the 
system  will  be  best  served  by:   (1)  a  continued  effort  to  Improve  the 
process  of  developing  regulations;  (2)  a  careful  selecting  of  responsible 
persons  serving  in  regulatory  positions;  (3)  a  periodic  review  of  agency 
statutes  and  regulations;  and  (4)  an  increased  public  participation  in  the 
regulatory  process. 

With  regard  to  judicial  review  of  regulatory  analyses,  NCUA  has 
similar  concerns.   Again  this  procedure  could  be  quite  disruptive  to  the 
regulatory  process  and  would  fail  to  achieve  the  goal  of  ensuring  that  good 
analyses  are  developed.   If  the  courts  were  given  the  power  to  overturn 
agency  rulemaking  solely  on  the  basis  of  regulatory  analysis,  this  could 
devalue  the  importance  of  other  input  in  rulemaking  such  as  public 
comment.  The  learning  experience  in  the  area  of  regulatory  economic  Impact 
analysis  is  in  its  early  stages.   It  should  be  freely  encouraged  to  develop 
with  as  much  exchange  of  information  as  possible.   The  role  of  the  court 
will  continue  to  be  more  properly  focused  in  the  determination  of  whether 
the  regulation  is  legally  supportable  and  not  if  it  was  arrived  at  in  a 
certain  rigid  fashion. 

Reform  Proposals 

Turning  now  to  the  specific  proposals  themselves,  Mr.  Chairmen,  I 
would  offer  the  following  comments: 

Title  V  of  H.R.  2 

Title  V  of  H.R.  2  would  require  the  President  to  submit  to  Congress, 
over  a  ten  year  period,  an  analysis  and  follow-up  legislative  plan  for  five 
groups  of  agencies.   Regulation  of  banking  and  finance  is  grouped  with 
regulation  of  securities,  trade  practices,  and  communications,  to  be 
reviewed  in  1981.   The  National  Credit  Union  Administration,  the  Federal 
Reserve,  and  the  Federal  Home  Loan  Bank  Board  are  not  included.   The 
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analysis  (due  on  February  1)  is  to  set  forth  the  purpose  for  which  each 
agency  was  created  and  any  changes  in  the  area  regulated.   It  also  judges 
the  agency's  performance  (timeliness  of  decisionmaking;  cost-effectiveness 
and  efficiency  of  operations;  contributions  to  inflation).   The  legislative 
plan  (due  April  1)  contains  recommendations  for  transfer  or  elimination  of 
functions;  organizational  and  procedural  reforms;  changes  in  agencies  or 
their  enabling  legislation;  eliminating  outdated  or  overlapping  rules  and 
mandates;  alleviating  delays;  increased  public  participation;  making 
regulations  more  cost  effective;  and  increasing  economic  competition. 

The  plan  must  also  contain  a  report  on  the  cumulative  impact  of 
regulatory  activity  on  specific  agency  groupings.  The  Comptroller  General 
and  Congressional  Budget  Office  would  prepare  a  report  assessing  the 
agencies  along  the  lines  of  the  criteria  for  the  President's  analysis,  and 
would  review  the  President's  plan  no  later  than  June  1.   Title  V  does  not 
require  any  action  to  be  taken  by  Congress. 

The  plan  would  be  used,  however,  in  Title  I  for  the  "Reauthorization 
Review."   Section  102(a)  prohibits  either  House  from  considering  a  bill 
authorizing  new  budget  authority  for  a  program  for  a  fiscal  year  beginning 
after  the  next  "reauthorization  date"  unless  a  reauthorization  review  is 
conducted  and  a  report  written  containing  information  on:   the  costs, 
results,  and  accomplishments  of  the  program;  comparison  to  programs  with 
similar  objectives;  the  expected  performance;  a  comparison  to  the  budget 
authority  for  the  past  four  years;  and  a  comparison  to  the  Title  V 
Presidential  plan.   Thus,  Title  I  (and  indirectly  Title  V)  is  used  to 
require  a  review  of  programs,  by  a  "reauthorization  date"  specified  in 
§  101(b),  before  the  budget  authority  for  that  program  can  be  renewed. 
Section  101(c)(1)  limits  new  budget  authorizations  to  10  years. 

NCUA  supports  this  approach  to  the  review  process  and  would  point  out 
that  the  category  which  includes  banking  and  finance  includes  only  the 
Comptroller  of  the  Currency  and  the  Federal  Deposit  Insurance  Corporation; 
it  does  not  include  the  National  Credit  Union  Administration,  the  Federal 
Home  Loan  Bank  Board,  and  the  Federal  Reserve. 

One  further  comment,  the  analysis  required  by  §502(b)  is  stated  in 
general  terms  which  may  be  difficult  to  measure. 

H.R.  65  "Legislative  Oversight  Act  of  1979" 

H.R.  65  would  prohibit  either  House  from  considering  bills  for  new 
budget  authority,  tax  expenditures  (i.e.  tax  breaks),  and  spending 
authority  unless  the  bill  contained  a  statement  of  its  objectives  and 
annual  accomplishments,  required  annual  reports  by  agencies  administering 
its  programs,  and  was  accompanied  by  a  report  comparing  its  objectives, 
costs  and  accomplishments  to  similar  programs  (both  governmental  and 
non-governmental).   The  bills  would  also  be  limited  to  a  maximum  of  five 
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years.   H.R.  65  would  also  require  agencies  to  submit  reports  (through  the 
Office  of  Management  and  Budget),  by  October  15  each  year,  emphasizing, 
quantitative  measures  of  costs  and  accomplishment  of  such  programs  and 
comparisons  to  other  programs.   The  President's  budget  recommendations 
would  be  required  to  contain  a  comparison  to  these  agency  reports. 

The  Comptroller  General,  in  consultation  with  the  Office  of  Management 
and  Budget,  would  be  required  to  publish  a  catalog  comparing  costs  and 
interrelationship  of  similar  programs  (Federal,  State  and  local).   Finally, 
H.R.  65  states  that,  except  for  the  agency  reporting  requirement  and  the 
Presidential  budget  requirement,  it  is  merely  a  rule  of  each  House  that  can 
be  changed  in  the  same  manner  as  any  rule  of  either  House. 

The  following  terms  present  problems  due  to  lack  of  definition: 

Sections  101,  201,  and  401  provide  that  it  will  not  be  in  order  for 
either  House  to  "consider"  certain  bills  unless  specific  conditions  are 
met.   The  terms  "consider"  is  not  defined.   Thus,  it  is  unclear  to  us  as  to 
when  the  prohibition  applies  (committee  hearings,  mark-up,  floor  debate, 
procedural  votes,  substantive  votes). 

Reporting  requirements  are  aimed  at  comparisons  of  "programs,"  but 
this  term  is  not  defined.   (Section  604(a)(1)  of  H.R.  2  does  have  a 
definition  of  "program.")  This  could  result  in  varying  applications  of  the 
reporting  requirements,  from  limiting  it  to  specific  activities  in  which 
funds  are  actually  expended  (grants  or  loans),  to  including  all  the 
activities  of  an  agency  (where  the  agency  is  newly  created  under  a  bill 
providing  "new  spending  authority").   It  is  unclear  as  to  whether  the 
promulgation  of  regulations  would  be  considered  to  be  a  "program"  of  an 
agency. 

The  term  "costs"  and  "accomplishments"  are  also  not  defined.   This  may 
be  useful  because  it  allows  consideration  of  non-quantifiable  social  or 
psychological  "costs"  and  "accomplishments."   However,  Sections  101  and  102 
may  eliminate  the  flexibility  by  requiring  or  suggesting  use  of  "concise 
measures  of  all  the  costs  and  accomplishments"  (§101)  and  "quantitative 
measures  of  all  program  costs  and  accomplishments"  (§102).   Finally, 
Section  202  suggests  use  of  "costs  per  unit,"  where  practicable,  but  does 
not  provide  guidance  on  defining  a  "unit"  of  a  program. 

Reporting  Burdens 

H.R.  65  increases  the  information  gathering  and  reporting  requirements 
imposed  upon  Congress,  the  Federal  agencies.  State  and  local  governments, 
and  the  public.   This  additional  burden  must  be  carefully  weighed, 
especially  as  it  might  impact  the  public.   For  example: 

§201.  One  of  the  major  thrusts  of  H.R.  65  is  to  require  a  detailed 
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report  to  accompany  new  budget  authorization,  tax  expenditure,  and  spending 
authorization  bills.   This  report  would  be  compiled  by  the  House  of 
Congress  that  is  considering  the  bill  (most  likely  by  the  committee  staff), 
and  would  contain  information  on  objectives,  annual  accomplishments, 
expected  economic  and  social  impacts,  relationship  of  all  expected  costs  to 
other  programs  with  similar  objective;  identification  of  conflicting  or 
duplicative  programs;  comparison  of  the  costs  and  accomplishments  of 
previous  efforts;  and  recommendations  for  eliminating  obsolete  or 
conflicting  Federal  law.   This  reporting  requirement  will  result  in 
additional  work  by  Congressional  committee  staff  and  may  result  in 
additional  reporting  burdens  imposed  on  the  public  since  §201 (a)(1) 
requires  cost  comparisons  with  non-governmental  programs. 

A  major  burden  will  be  placed  upon  the  Comptroller  General  (and  the 
Office  of  Management  and  Budget)  which  could,  in  turn,  be  shifted  to  the 
agencies  and  to  the  public.   Section  202  requires  the  Comptroller  General 
to  assist  Congress  in  its  preparation  of  the  §201  reports  by  publishing  a 
catalog  of  interrelated  Federal  programs.   This  catalog  includes  cost 
comparisons  based  upon  the  agency's  reports  (§102)  and  "description  of 
State  and  local  government  programs  and  private  activities  having  similar 
or  related  objectives,  including  information  on  program  costs  and.  .  .costs 
per  unit."   (§202(3)).   Thus,  the  bill  would  give  the  Comptroller  General 
the  responsibility  to  Impose  additional  reporting  requirements  on  the 
public. 

The  Federal  agencies  would  be  required  by  §102  to  report  on  programs 
authorized  under  legislation  to  which  §101  is  applicable.   One  requirement 
of  this  annual  report  is  a  comparison  of  costs  and  accomplishments  of  the 
program  with  those  of  "other  governmental  and  non-governmental  programs 
having  similar  or  related  objectives."   Since  §102  requires  an  emphasis  on 
quantitative  measures,  this  may  require  Federal  agencies  to  impose 
reporting  burdens  on  non-governmental  programs. 

Taken  together,  the  reporting  requirements  imposed  on  Congress,  the 
Comptroller  General,  and  the  Federal  agencies  could  result  in  increased 
reporting  burdens  placed  upon  the  public.   Since  the  Congress,  the 
Comptroller,  and  the  agencies  are  required  to  compare  costs  of  Federal 
programs  to  those  of  non-governmental  programs,  these  institutions  will 
likely  turn  to  the  public  for  the  necessary  data.   It  is  also  unclear  as  to 
how  this  information  will  be  obtained  from  sources  that  are  not  within  the 
jurisdiction  of  an  agency  or  a  Congressional  committee. 

Finally,  Title  V  of  H.R.  65  states  that  its  provisions  are  an  exercise 
of  the  rulemaking  power  of  each  House  of  Congress  and  that  each  House  may, 
independently,  change  these  rules  in  the  same  manner  as  any  other  rule  of 
such  House.  The  only  exceptions  are  the  annual  reporting  requirements 
imposed  upon  the  Federal  agencies  (§102),  the  requirement  imposed  on  the 
Presidential  budget  recommendation  (§301),  and  the  effective  date  (§502). 
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If  the  reporting  burdens  of  H.R.  65  become  too  great  for  an  already 
overburdened  Congress,  or  if  the  need  to  obtain  information  from  the  public 
meets  with  opposition  and  protest,  the  entire  reporting  requirement  could 
be  shifted  to  the  agencies. 

H.R.  2364  "Regulatory  Reform  Act  of  1979" 

H.R.  2364  would,  over  an  eight  year  period,  require  the  President  to 
submit,  and  Congress  to  act  upon,  plans  for  reorganizing  Federal  agencies 
concerned  with  the  regulation  of  four  designated  areas.   One  of  these  areas 
consists  of  the  National  Credit  Union  Administration,  the  Comptroller  of 
the  Currency,  the  Federal  Deposit  Insurance  Corporation,  the  Federal  Home 
Loan  Bank  Board,  the  Federal  Reserve,  the  Federal  Savings  and  Loan 
Insurance  Corporation,  the  International  Trade  Commission,  the  Commodities 
Futures  Trading  Commission,  the  Securities  and  Exchange  Commission,  the 
Farm  Credit  Administration,  and  the  General  Services  Administration.   A 
plan  for  this  group  must  be  submitted  by  April  30,  1985.   The  plan  must 
include  information  and  recommendations  on  agency  functions;  organizational 
and  procedural  reforms;  changes  to  regulations  or  agencies;  elimination  of 
outdated  or  conflicting  jurisdictions  or  requirements;  eliminating  delays: 
increasing  competition;  and  the  cumulative  impact  of  regulatory  activity  on 
specific  industry  groups. 

If  the  President  falls  to  submit  a  satisfactory  plan.  Congress  shall 
prepare  one  by  April  1  of  the  following  year.   If  Congress  fails  to  enact 
comprehensive  legislation  in  a  designated  area  by  August  1  of  the  following 
year,  the  agencies  lose  their  authority  to  issue  new  regulations  except  for 
those  essential  for  preserving  public  health  and  safety;  during  this  period 
of  time,  either  House  of  Congress  can  veto  a  regulation  it  considers  not  to 
be  essential.   By  October  1,  the  agencies  lose  enforcement  authority  for 
all  regulations  except  those  which,  nine  months  after  enactment,  the 
President  has  informed  Congress  are  essential  to  public  health  and  safety; 
either  House  can  veto  this  determination.   By  December  31,  the  agencies  are 
terminated  and  their  essential  public  health  and  safety  regulations  will  be 
enforced  by  the  Department  of  Justice;  Congress  can  provide  for  the 
continuation  of  an  Agency. 

In  addition,  the  Comptroller  General  and  the  Congressional  Budget 
Office  will  submit  reports  assessing  the  plans,  the  changes  in  the 
regulatory  areas,  the  impact  and  cost  effectiveness  of  the  agencies,  and 
practical  alternatives  that  might  be  more  efficient. 

One  major  problem  stems  from  the  fact  that  the  gradual  sunset 
provisions  are  tied  to  the  failure  to  pass  comprehensive  legislation  "in  a 
designated  area  as  described  in  Section  4(a).  .  ."  (§6(d),  (e),  and 
§7(a)).   This  means  that  a  single  agency,  or  group  of  agencies,  may  be  tied 
to  the  reform  of  a  particular  agency.   For  example,  NCUA's  authority  could 
be  abolished  because  of  a  protracted  effort  to  reform  GSA.   Therefore,  it 
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might  be  more  feasible  to  limit  the  grouping  to  the  financial  regulators  - 
the  National  Credit  Union  Administration,  the  Comptroller  of  the  Currency, 
the  Federal  Deposit  Insurance  Corporation,  the  Federal  Home  Loan  Bank 
Board,  the  Federal  Reserve  and  the  Federal  Savings  and  Loan  Insurance 
Corporation. 

If  Congress  fails  to  enact  the  comprehensive  legislation,  then  for  the 
period  August  1  to  October  1,  the  agency  can  only  issue  regulations 
essential  to  the  preservation  of  public  health  and  safety.   Either  House 
could  veto  a  regulation  which  an  agency  claims  to  be  essential  to  public 
health  and  safety.   Between  October  1  and  December  31,  the  agency  can  only 
enforce  those  rules  which  the  President  has  submitted  to  Congress  as 
essential  to  public  and  safety;  either  House  of  Congress  can  veto  this 
determination  and  thus  veto  the  regulation.   After  December  31,  all 
"essential"  regulations  would  be  enforced  by  Department  of  Justice  and  the 
agency  would  be  abolished;  but  Congress  can  continue  the  agency  and  could 
do  so  under  the  October  31  to  December  31  conditions.  This  would  therefore 
permit  an  extended  condition  of  one-House  veto.   There  should  be  a  limit  on 
this  extension. 

As  an  additional  comment,  it  appears  that  the  provisions  concerning 
regulations  "essential  for  preserving  the  public  health  and  safety"  should 
be  supplemented  with  some  guidelines. 

I  again  thank  you  for  the  opportunity  to  comment  and  hope  this 
information  is  useful  in  your  deliberations.   If  I  may  be  of  further 
assistance,  please  don't  hesitate  to  contact  me. 


Sincerely  yours, 


LAWRENCE  CONNELL 
Chairman 
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THIS  ADVANCE  COPY  CONTAINS  A  FINAL  REGULATION  ISSUED  BY  THE  NATIONAL  CBEOIT  UNION  ADMINISTRATION  WHICH  HAS  BEEN  FORWARDED 
FOR  PUBLICATION  IN  THE  FEDERAL  REGISTER.  THIS  REGULATION.  UNLESS  OTHERWISE  NOTED.  WILL  BECOME  EFFECTIVE  WHEN  PUBLISHED  IN 
THE  FEDERAL  REGISTER  THIS  REGULATION  WILL  BE  PUBLISHED  AND  ISSUED  AS  A  CHANGE  TO  NCUA  RULES  AND  REGULATIONS  (NCUA  8006)  IN 
APPROXIMATELY  30  DAYS 


NATIONAL   CREDIT   UNION    AUMINISTRATION 

Response   to   Executive   Order  No.    12044 

Improving  Government   Regulations 

AGENCT:    National   Credit  Union  Administration    (NCUA) 

ACTION:    Final   Report 

SUllMARY:    NCUA   issues    its   final   report    implementing   Executive   Order  No.    120AA: 
Improving  Government  Regulations. 

EFFECTIVE   DATE:    Effective   upon   publication. 

ADDRESS:    National   Credit  Union  Administration,    2025   M  Street,    NW,    Room   A202, 
Washington,    D.C.    20456. 

FOR  FURTHER   INFORMATION   CONTACT:    Robert   Monhelt,    Regulatory   Development 
Coordinator,   Office   of    the  General   Counsel,    National   Credit   Union 
Administration,    2025  M  St.,   N.W.,   Washington,    D.C.    20456.    Telephone:    (202) 
632-4870. 

SUPPLEMENTARY    INFORMATION 

Overview.    On  March   23,    197B,    President   Carter   Issued   Executive   Order    12044 
(the   Executive   Order)   directing   that    each   executive   agency   adopt   procedures    to 
improve   existing  and   future    regulations    (see   43   FR   1266!),    On  May   31,    1978,    NCUA 
published   and    Invited   public   comment    on   its    draft   report    implementing   the 
Executive   Order    (43FR  23688).    Having   reviewed    the   comments    received,    and  having 
received   the   approval   of    the   Office   of   Management    and    Budget,    NCUA   now   Issues 
this   Final  Report. 

The   Report    is   organized   in  six   parts.    Part    1   describes    the   scope   and 
coverage    of    the   Report.    Part    II   defines   key    terms   used    throughout    the   Report. 
The   remaining  parts    set   forth   NCUA's    procedures    for   improving   its    regulation: 
Part   III   describes    the   Semi-Annual  Agenda    of    regulations   under   review   by   NCUA 
that  will   be   published   in  the   Federal   Register.    Part    IV   describes    the   way    in 
which   the   public   can   participate    in   the   development   of    NCUA's   regulations.    Part 
V   describes    the   procedure  NCUA  will   use   in   developing  a   regulation.    Part   VI    sets 
forth  NCUA's    plan  for   periodically    reviewing   existing   regulations. 
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,1.  EXPLANATION  ANU  STATEMENT  OF  COVERAGE 

This  report  describes  Che  methods  and  procedures  chat  NCUA  will  use  Co 
establish  new  regulations  and  to  change  existing  regulations.  It  covers  Che 
process  from  the  tinie  NCUA  receives  a  suggestion  to  change  its  regulations 
(either  from  a  member  of  Che  public,  from  anocher  ScaCe  or  Federal  agency,  from 
within  NCUA,  or  from  a  change  in  Che  law  resulcing  from  an  Act  of  Congress) 
through  Che  decision  Co  issue  a  proposed  regulaclon,  Che  developmenc  of  a 
proposed  regulaclon,  Che  consideracion  of  public  commenCs  on  Che  proposal,  Che 
issuance  of  a  final  regulaclon,  if  any,  and,  finally,  Che  review  of  chac 
regulaclon  every  few  years  to  determine  its  continued  need  and  effectiveness. 
The  goals  of  these  procedures  are  to  ensure  Chat  Che  regulacions  are  clear  and 
understandable  and  chat  Chey  effecclvely  carry  ouC  Che  requirentencs  of  Che  law 
while  imposing  only  Che  minimum  necessary  burdens  on  Che  public.  To  achieve 
these  goals,  Che  procedures  are  designed  Co  Increase  Che  opportunity  for  the 
public  Co  pardclpace  In  changing  Che  regulacions,  to  create  standards  to 
measure  how  a  change  will  affecc  credlc  unions  and  ochers  subject  Co  Che 
regulacions,  and  Co  make  sure  Chat  the  Administrator  of  NCUA  has  reviewed  all 
the  options  before  deciding  on  a  final  change  to  a  regulaclon.  In  some  cases, 
these  procedures  may,  however,  be  inappropriate  either  because  of  faccors 
ouCside  of  NCUA's  concrol  or  because  following  the  procedures  is  determined  not 
to  be  in  Che  public  incerest.  Therefore,  NCUA  will  not  apply  Che  procedures 
concained  in  Chis  reporc  in  Che  development  of: 

1.  Regulations  that  are  required  by  scaCuCe  Co  be  developed  on  Che 
record  afcer  oral  hearings  before  Che  AdminiscraClon; 

2.  Regulacions  ChaC  are  prepared  in  response  Co  an  emergency  or  ChaC 
a  statute  or  a  court  requires  to  be  developed  under  a  short  deadline; 

3.  Regulations  where  the  process  would  be  unnecessary  or  contrary  Co 
the  public  Interest;  and 

4.  Matters  that  relate  to  the  management  of  NCUA,  its  personnel,  and 
its  procurement  of  goods  and  services. 

In  the  event  ChaC  one  of  Chese  exemptions  is  used  and  the  procedures 

outlined  in  this  report  are  not  followed,  NCUA  will  notify  the  public,  explain 

the  reasons  for  not  following  Che  procedures  and  give  Che  name  of  Che  official 
who  was  responsible  for  making  ChaC  decision. 

II.  DEFINITIONS 

The  following  words  and  phrases  have  been  used  throughout  the  reporc: 

1.  IniCiadon  sCaCeoenC  -  a  wriCCen  sCaCeiaenC  Chac  idendfies  an 
issue  or  a  subject  and  chat  suggests  and  supports  the  need  for  a 
change  to  NCUA's  regulations  on  that  issue  or  subject. 

2.  Office  of  primary  Interest  -  an  office  within  NCUA  that  will 
develop  and  draft  a  regulation,  wlch  assistance  from,  and  review  by, 
ocher  offices. 

3.  Regulation  -  an  agency  rule  of  general  applicability  that  has  the 
force  and  effect  of  law  and  that  has  been  adopted  in  accordance  with 
the  requirements  of  5  USC  Section  553. 

A.   Regulacory  analysis  -  a  wriccen  statement  that  sets  forth:  (a)  the 
problem  to  be  addressed  by  a  proposed  regulation  and  possible 
consequences  of  the  problem;  (b)  a  description  of  the  major 
alternatives  for  dealing  with  the  problem  and  the  economic  and 
compecicive  consequences  of  each  alternative;  and  (c )  an  explanation 
of  the  reasons  for  choosing  one  alternative  over  the  others. 
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5.  Regulatory  Development  Coordinator  -  an  individual  in  NCUA's 
Office  of  General  Counsel  responsible  for:  (a)  coordinating  the 
rulemaking  process;  (b)  reviewing  the  issues  raised  by  initiation 
statements  and  maintaining  a  record  of  the  development  of  those 
issues;  (c)  preparation  and  publication  in  the  Federal  Register  of  the 
semi-annual  agenda  of  significant  regulations  being  developed  by  NCUA 
and  existing  regulations  being  reviewed  by  NCUA;  and  (d)  review  and 
approval  of  proposed  and  final  regulations  to  ensure  compliance  with 
the  requirements  of  the  Administrative  Procedures  Act  and  the 
requirements  of  this  report. 

6.  Significant  regulation  -  any  regulation,  other  than  one  that 
merely  updates  or  clarifies  existing  regulations  without  affecting 
their  substantive  meaning  or  the  burdens  placed  on  those  subject  to 
the  regulation. 

111.  SEMI-ANNUAL  AGENDA 

Twice  a  year,  NCUA  will  publish  in  the  Federal  Register  an  agenda  listing 
the  significant  regulations  and  regulations  of  public  interest  being  considered 
and/or  developed  by  NCUA  and  also  listing  those  existing  regulations  undergoing 
periodic  review.  A  notice  will  be  published  in  the  Federal  Register  on  the  first 
Monday  in  October  of  each  year  announcing  the  dates  that  the  agenda  will  be 
published. 

1.   Contents  of  the  agenda.  The  agenda  will,  for  each  regulation 
listed  in  it,  contain  the  following  information:  (a)  a  brief 
description  of  the  regulation;  (b)  the  need  for  the  regulation  and  the 
legal  basis  for  issuing  it;  (c)  the  status  of  the  regulation,  that  is, 
the  stage  of  development  that  it  is  in  at  the  time  the  agenda  is 
published;  (d)  the  name  and  telephone  number  of  an  NCUA  official  who 
is  familiar  with  the  regulation;  and  (e)  whether  a  regulatory  analysis 
will  be  required  for  the  regulation. 

2.   Development  of  the  agenda.  The  Regulatory  Development  Coordinator 
will  be  responsible  for  compiling,  maintaining,  and  updating  a  listing 
of  regulations  that  will  be  used  for  the  agenda.  When  an  initiation 
statement  and  recommendations  for  action  is  sent  by  an  office  through 
the  Regulatory  Development  Coordinator  to  the  Administrator  for 
authorization  to  develop  a  regulation,  the  subject  will  be  included  in 
the  list.  If  the  Administrator  authorizes  the  development  of  a 
regulation  and  assigns  it  to  the  office  of  primary  interest,  that 
office  will  notify  the  Regulatory  Development  Coordinator,  who  will 
then  update  the  list.  As  each  stage  of  development  of  the  regulation 
is  entered,  the  Regulatory  Development  Coordinator  will  be  notified  by 
the  office  of  primary  interest  so  that  the  list  may  be  updated. 
Members  of  the  public  wanting  to  know  the  status  of  a  regulation  under 
development  or  review  may  call  the  Regulatory  Development  Coordinator, 
who  will  be  able  to  advise  them  by  consulting  the  list,  of  the  status 
and  the  agency  official  to  contact  for  further  information.  In  this 
way  the  list,  which  is  the  basis  for  the  published  agenda,  will  be 
used  as  a  method  for  both  the  agency  and  the  public  to  keep  track  of 
the  development  of  the  regulation,  and  for  the  Regulatory  Development 
Coordinator  to  ensure  that  all  the  required  steps  in  the  process  are 
being  taken. 

3.   Publication  of  the  agenda  -  Prior  to  date  announced  for 
publication  of  the  agenda,  the  Regulatory  Development  Coordinator  will 
send  each  NCUA  office  a  copy  of  the  list  and  will  request  that  the 
office  advise  of  any  needed  corrections.  The  Regulatory  Development 
Coordinator  will  then  compile  a  current  agenda  which  the  Administrator 
will  approve  before  it  is  published  in  the  Federal  Register. 
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IV.  OPPORTUNITY   FOR  PUBLIC  PARTICIPATION 

This  part  describes   the  methods   provided  by  NCUA  in  the  development  of   Its 
regulations. 

1.      Initiating  a   regulation.    A  member  of    the  public  may   recommend   that 
NCUA  develop  a   regulation   by   submitting  an  initiation  statement.    NCUA 
requests,    but  does   not   require,    that   the   initiation   statement   contain 
the   following   information: 

a.  a  statement   of    the    Issues; 

b.  the   opinion  and   recommendations   of    the   person  submitting  the 
statement ; 

c.  any  data  that   is    relevant    to   the   issues; 

d.  an  Indication  of    the   support   of   others   for   the 
recommendations;    and 

e.  a  description  of    the    Interest    that   the   person  has    In   the 
action   requested. 

NCUA  also  suggests,    in  order   to  avoid   having  one  NCUA  office  duplicate   the 
efforts   of   another,    that    initiation   statements   be   sent    to   the  Regulatory 
Development  Coordinator    (whose   name    and  address   appear  at    the   beginning  of    this 
report).   The  person  submitting  an  initiation  statement  will   be   advised   if  NCUA 
is  presently  considering  a   regulation  on   the   subject,    in  which  case   the 
initiation  statement   will  be   included   In  the   consideration  and  development   of 
that   regulation.    If   NCUA   is   not   presently   developing  or   reviewing  a   regulation 
on  the  subject,    the  person  submitting   the   initiation   statement   will   be   advised 
of    the  Administrator's   decision   on  whether   to  develop  a   proposed   regulation. 

2.  Solicitation  of  public  participation.  A  number  of  methods  will  be 
used  by  NCUA  to  encourage  public  participation  in  the  development  and 
review  of  regulations.  The  methods  used  will  depend  upon  the  stage  of 
tlie  development  or  review  process,  the  Issues  Involved,  the  amount  of 
expressed   interest,    and   the   public   sector  affected   by   the   regulation. 

a.  The  Seml-Annual  Agenda.    The   agenda,   which    is   described   in 
detail   in  Part    III,    will  advise   the   public   on   the   status   of 
regulations   being  developed  and   the  name    of   an  NCUA  official   to 
contact. 

b.  Advance   notice   of   proposed   rulemaking.    This   notice,   when   the 
Administrator   determines    it    is   appropriate,    will   be   published    in 
the  Federal   Register  after    the   Administrator  has   authorized  the 
development   of   a   regulation.    It  will   set   forth   the    Issues 
Involved   in  the   regulation   being  developed,    briefly   describe 
some   of    the   options    being  considered   and   the   restrictions    that 
the   law   imposes,    and  will  ask    the   public    to   send   written 
comments    to  an  NCUA  official   named   in   the   notice. 

c.  Questionnaires.    When   the   office   of   primary    interest 
determines    that   it   does    not   have   sufficient   data   to   proceed  with 
the   development  of   a   regulation,    it  will   send   out  questionnaires 
to  parties    likely   to  be   affected   by   the   regulation,    especially 
to  Federal   credit  unions.    The    information   obtained   from  the 
questionnaires   should  enable   NCUA  to  decide   whether   there   is   a 
need   for  a    regulation  and    the  most   efficient   and  effective   means 
for  dealing  with  the   subject   of    the   regulation. 
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d.  Articles.  NCUA  will  publish  articles  In  its  own 
publications,  such  as  the  Administrator's  Letter,  and  will  on 
occasion  contribute  articles  to  interested  trade  publications. 
These  articles  will  discuss  regulations  being  developed  and  will 
include  the  name  of  an  NCUA  official  to  whoQ  comments  can  be 
sent.  Also,  NCUA  will  publish  copies  of  proposed  and  final 
regulations  in  its  own  publications. 

e.  Advance  copies  of  proposed  regulations.  Advance  copies  of 
significant  proposed  regulations  will  be  sent  to  persons 
identified  on  NOJA's  regulation  mailing  list  at  the  time  a  copy 
is  sent  to  the  Federal  Register  for  publication.  To  be  included 
on  the  mailing  list,  persons  should  write  to  the  Assistant 
Administrator  for  Administration.  In  this  way,  persons  who  have 
expressed  an  interest  in  the  development  of  a  regulation,  but 
who  do  not  have  regular  access  to  the  Federal  Register,  will  be 
assured  of  receiving  a  copy  of  a  proposed  regulation  with 
sufficient  time  to  comment  prior  to  the  close  of  the  official  or 
formal  comment  period. 

f.  Public  comment.  NCUA  will  continue  to  solicit  public  comment 
on  proposed  regulations  as  required  by  the  Administrative 
Procedures  Act,  5  USC  Section  553.  As  a  matter  of  policy,  NCUA 
believes  that  the  public  should  be  given  at  least  60  days  (from 
the  date  of  publication  in  the  Federal  Register)  to  comment  on  a 
proposed  significant  regulation.  If  the  comment  period  is  less 
than  60  days,  or  is  extended  beyond  60  days,  NCUA  will  publish  a 
statement  in  the  Federal  Register  (usually  along  with  the 
publication  of  the  proposed  regulation)  explaining  the  reasons 
for  the  change.  NCUA  will  consider,  during  the  comment  period, 
any  request  to  extend  the  comment  period. 

g.  Public  hearing  or  conferences.  If  NCUA  determines  that  the 
written  comments  that  it  has  received  do  not  provide  sufficient 
information  or  do  not  adequately  represent  significantly  varying 
public  interests,  public  hearings  or  conferences  will  be  held. 
Depending  upon  the  nature  of  the  issues  Involved  and  the 
interest  expressed  by  the  written  comments  received,  these 
public  meetings  will  vary  from  informal  conferences,  between 
NCUA  officials  and  interested  members  of  the  public  at  which  the 
issues  are  discussed,  to  hearings  at  which  oral  testimony  is 
recorded  and  written  testimony  may  be  submitted.  NCUA  will  also 
consider,  where  appropriate,  holding  hearings  or  conferences  at 
each  NCUA  Regional  Office  around  the  country  as  well  as  at  the 
Central  Office  in  Washington,  D.C. 

h.   Procedures  for  consulting  State  and  local  government  • 
officials.  When  it  appears  that  a  regulation  under  development 
will  have  a  significant  impact  on  relations  between  NCUA  and 
State  government  or  between  NCUA  and  the  government  of  a 
particular  locality,  NCUA  will  send  to  the  appropriate 
government  official  an  advance  notice  of  the  development  of  a 
regulation  or  an  advance  copy  of  the  proposed  regulation  being 
developed.  This  will  ensure  that  affected  State  and  local 
governments  have  an  opportunity  to  submit  their  views. 

V.  PROCEDURES  FOR  THE  DEVELOPMENT  OF  REGULATIONS 

This  part  of  the  report  describes  the  procedures  for  developing  a 
regulation,  from  the  Initial  suggestion  through  the  publication  of  the  final 
regulation. 
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!•   Initiating  a  regulation.  This  section  describes  the  process 
whereby  a  suggestion  for  a  change  in  NCUA's  regulations  is  initially 
reviewed  and  then  authorized  by  the  Administrator  for  development  into 
a  regulation. 

a.  Potential  sources.  NCUA  receives,  and  will  act  on, 
information  relating  to  needed  regulations  or  changes  in 
existing  regulations  from  the  public.  State  and  Federal 
regulatory  agencies.  Congressional  legislation.  Presidential 
requests,  the  various  offices  within  the  Administration,  and  the 
National  Credit  Union  board. 

b.  Preliminary  review.  Upon  receiving  an  initiation  statement 
or  other  information  relating  to  the  need  for  a  change  in  NCUA's 

regulation,  the  following  action  will  be  taken:  (1)  The 
Regulatory  Development  Coordinator  will  be  advised  and  will 
determine  whether  the  Issues  presented  are  under  development.  If 
so,  the  Regulatory  Development  Coordinator  will  forward  the 
Initiation  statement  to  the  appropriate  office.  If  not,  the 
office  receiving  the  initiation  statement  or  other  Information 
may  conduct  the  preliminary  review  or  suggest  that  another 
office  do  so;  (11)  The  office  conducting  the  preliminary  review 
will  make  recommendations  as  to  the  action  to  be  taken,  the 
office  to  be  designated  as  the  office  of  primary  interest  if 
further  development  is  approved,  alternative  approaches  to  be 
explored,  plans  for  obtaining  public  comment,  and  anticipated 
target  dates.  This  information,  along  with  the  initiation 
statement,  will  be  reviewed  by  the  Regulatory  Development 
Coordinator  and  then  forwarded  to  the  Administrator;  (ill)  The 
Administrator  will  approve  or  disapprove  any  further  development 
of  a  regulation  and  will  designate  the  office  of  primary 
Interest.  The  office  of  primary  interest  will  advise  the  party 
that  submitted  the  suggestion  and  the  Regulatory  Development 
Coordinator  that  the  regulation  has  been  approved  for 
development  and  will  also  provide  the  name  of  an  NCUA  official 
in  that  office  who  can  be  contacted  with  any  further  inquiries. 
If  the  Administrator  does  not  approve  further  development,  the 
office  that  prepared  the  preliminary  review  will  advise  the 
source  of  the  suggestion  and  the  Regulatory  Development 
Coordinator  of  that  fact. 

2.   Preparation  of  the  proposed  regulation.  This  section  describes  the 
procedures  that  NCUA  will  use  from  the  time  that  the  Administrator 
authorizes  the  development  of  a  regulation  to  the  time  a  proposed 
regulation  is  published  in  the  Federal  Register.  The  office  of  primary 
interest  will  be  responsible  for  preparing  the  proposed  regulation  and 
for  seeing  that  the  tasks  set  forth  below  are  carried  out.  The  office 
of  primary  Interest  will  advise  the  Regulatory  Development  Coordinator 
as  each  task  Is  begun  and  then  completed. 

a.   Coordination  with  other  NCUA  offices.  Offices  other  than  the 
office  of  primary  Interest  that  have  operations  or 
responsibilities  that  will  be  directly  effected  by  the 
regulation  under  development  will  be  included  in  the  developnent 
of  the  regulation.  The  participation  of  these  offices  will 
include  consultation  during  the  consideration  of  the  problem  and 
review  of  the  drafts  of  the  proposed  regulation  and  regulatory 
analysis. 
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b.  Solicitation  of  public  opinion.  The  office  of  primary 
interest,  in  consultation  with  the  Regulatory  Development 
Coordinator,  will  decide  on  a  plan  to  be  used  to  ensure  public 
participation  in  the  development  of  the  regulation  (the 
alternative  methods  available  are  described  in  detail  in  Part 
IV).  A  decision  on  whether  to  issue  an  advance  notice  of 
proposed  rulemaking  will  be  made  shortly  after  the  office  of 
primary  Interest  receives  the  Administrator's  authorization  to 
develop  the  regulation.  A  file  of  all  comments  and  suggestions 
relating  to  the  regulation  under  development  will  be  maintained 
in  the  office  of  primary  interest.  The  Regulatory  Development 
Coordinator  will  be  given  the  name  of  an  NCUA  official  in  the 
office  of  primary  interest  who  will  be  available  to  respond  to 
inquiries  from  the  public. 

c.  Preparation  of  a  draft  regulatory  analysis.  The  office  of 
primary  interest  will  prepare  a  regulatory  analysis,  prior  to 
drafting  the  proposed  regulation,  whenever  it  is  determined  that 
a  significant  regulation  to  be  developed  will  result  In:  (1)  an 
annual  effect  on  the  economy  of  $100  million  or  more;  or  (11)  a 
major  increase  in  costs  or  expenses  for  all,  or  a  significant 
portion  of.  Federal  or  federally  insured  credit  unions  with 
assets  under  $1  million  (which  includes  half  of  all  Federal 
credit  unions  who  are  least  able  to  absorb  the  Increase)  or  for 
other  financial  institutions.  Although  required  only  in  the 
development  of  significant  regulations  meeting  this  test,  the 
Administrator,  when  authorizing  the  development  of  a  regulation, 
may  direct  a  regulatory  analysis  be  performed  for  any  proposed 
regulation.  The  regulatory  analysis  will  be  used  to  aid  in  the 
preparation  of  the  proposed  regulation. 

d.  Preparation  for  publication  of  the  proposed  regulation.  The 
draft  of  the  proposed  regulation,  along  with  copies  of  the 
regulatory  analysis  and  any  public  comment  received  at  this 
point,  will  be  sent  to  the  other  interested  offices  within  NCUA 
for  comment.  The  office  of  primary  interest  will  then  prepare  a 
final  version  of  the  proposed  regulation,  which  will  include,  in 
the  preamble,  a  brief  discussion  of  the  regulatory  approach  and 
a  statement  indicating,  if  a  draft  regulatory  analysis  was 
prepared,  that  it  is  available  for  public  conment.  Significant 
proposed  regulations  will  normally  have  a  public  comment  period 
of  at  least  60  days  from  the  date  of  publication  In  the  Federal 
Register.  If  a  shorter  or  longer  comment  period  is  provided,  a 
statement  of  the  reasons  will  be  included  in  the  preamble  to  the 
proposed  regulation.  The  final  version  of  the  proposed  rule  will 
be  reviewed  by  the  Office  of  General  Counsel  for  legal 
sufficiency  and  by  the  Regulatory  Development  Coordinator  for 
compliance  with  the  requirements  of  the  Administrative 
Procedures  Act  and  this  report.  It  will  then  be  submitted  to  the 
Administrator  for  final  approval.  The  proposed  regulation  will 
then  be  sent  to  the  Federal  Register  for  publication  and  advance 
cqgleB  will  be  sut  to  persona  Idsntlfiad  on  the  NOJ A  regulations 
mslling  list. 

-Ul'de'crtL''wha[  T"   """J  •^«8"l«ion.  This  section  of  the  report 
1.  PMbU^S^l"  tL^T"%  r^/*'*  """  '^"  '""  '"■°P°"«*  regulation 
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a.   Public  participation.  During  the  public  comment  period,  the 
office  of  primary  interest  and  the  Regulatory  Development 
Coordinator  will  review  the  plans  established  to  ensure  public 
participation  and  will  recommend  any  needed  or  desirable  changes 
to  the  Administrator.  Requests  for  an  extension  of  the  comment 
period  will  be  considered.  A  public  conference  or  hearing,  if 
not  already  called  for,  will  be  considered.  The  final  decision 
on  any  recommendation  to  change  the  plans  for  obtaining  public 
participation  will  be  made  by  the  Administrator. 

b.   Drafting  the  final  regulation.  After  the  public  comment 
period  has  ended  and  the  other  adopted  methods  of  public 
participation  have  been  completed  the  office  of  primary  Interest 
will  review  all  information  received.  The  office  of  primary 
Interest  will  then  prepare  a  draft  of  the  final  regulation.  The 
office  of  primary  interest  will  also  prepare  a  memorandum  to  the 
Administrator  establishing  that  the  following  issues  have  been 
considered:  (1)  the  need  for  the  regulation;  (11)  the 
alternative  approaches  to  achieving  the  purpose  of  the 
regulation;  (ill)  the  least  burdensome  of  the  acceptable 
approaches  was  chosen;  (iv)  the  potential  effects  of  the 
regulation,  including  an  estimate  of  the  reporting  burdens  and 
recordkeeping  requirements,  have  been  adequately  assessed;  (v) 
the  public  comments  received  were  considered  and  adequately 
responded  to;  (vl)  the  regulation  is  written  as  clearly  and 
simply  as  possible  and  will  be  understandable  to  those  who  must 
comply  with  it;  and  (vli)  the  name,  address,  and  telephone 
number  of  a  knowledgeable  staff  person  has  been  provided  for 
further  inquiries  from  the  public.  If  a  regulatory  analysis  was 
prepared  for  the  proposed  regulation,  it  will  be  revised  to 
reflect  NCUA's  response  to  the  public  comments  received,  and  the 
public  notice  of  the  final  regulation  will  indicate  that  a 
revised  analysis  is  available  to  the  public.  The  office  of 
primary  Interest,  in  consultation  with  the  Office  of  Research 
and  Analysis,  will  draft  a  plan  for  evaluating  the  effect  of  the 
c«gulatlon.  The  drafts  of  the  final  regulation,  the  memorandum, 
t^   revised  regulatory  analysis,  and  the  plan  for  evaluation 
will  be  sent  to  the  other  NCUA  offices  for  comment.  The  office 
of  primary  Interest  will  then  prepare  the  final  version  of  thes« 
docuaents  In  response  to  the  comments  received. 

c.   Approval  and  publication  of  the  final  regulation.  The  final 
version  of  the  regulation,  the  memorandum,  the  revised 
regulatory  analysis,  and  the  plan  for  evaluation  will  be 
reviewed  by  the  Office  of  General  Counsel  to  ensure  that  the 
substance  of  the  regulation  complies  with  applicable  laws.  The 
Regulatory  Development  Coordinator  will  review  these  documents 
for  compliance  with  the  requirements  of  Administrative 
Procedures  Act  and  this  report.  The  Administrator  will  review 
these  documents  and  approve  the  final  regulation.  Final 
regulations  will  be  published  In  the  Federal  Register  and  will 
becoiae  effective  30  days  after  publication  (unless  NCUA  finds 
good  cause  for  shortening  or  lengthening  the  time  and  explains 
this  in  the  publication  of  the  final  regulation). 

VI.  REVIEW  OF  EXISTING  REGULATIONS 

This  part  of  the  report  sets  forth  NCUA's  plans  for  periodically  reviewing 
its  regulations.  The  purpose  of  these  reviews  will  be  to  update,  clarify,  and 
aiapllfy  existing  regulations,  and  to  eliminate  redundant  and  uoncccsaary 
provisloa*. 
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United  States  Department  of  the  Interior 

OFFICE  OF  THE  SECRETARY 
WASHINGTON,  D.C.     20240 


JON  1 3  1979 


Honorable  Richard  Boiling 
Qictinnar.,  Camdttee  on 

Rules 
House  of  Representatives 
Vteshingtcn,  D.C.  20515 

Dear  Mr.  Chairman: 

Your  Ccnmittee  has  requested  the  views  of  this  Department  on 
H.R.  2,   a  bill  "lb  require  authorizations  of  new  budget  authority 
for  Government  programs  at  least  every  ten  years,  to  provide  for 
review  of  Government  programs  every  ten  years,  and  for  other 
purposes." 

Wfe  support  the  enactment  of  H.R.  2.  "nie  ocmnents  herein  apply 
also,  in  pertinent  part,  to  similar  bills  H.R.  1059,  H.R.  1106, 
H.R-  1700,  H.R.  1739,  H.R.  2966,  H.R.  3366,  H.R.  3853,  and 
H.R.  3969  which  also  are  pending  before  your  Ccratiittee. 

H.R.  2  would:  require  that  most  Government  programs  be 
reauthDrized  at  least  once  every  10  years;  limit  the  length  of 
^•itnp  for  vAiich  Government  programs  can  be  authorized  to  10  years; 
and  bar  the  expenditure  of  furds  for  Government  programs  which 
have  not  been  provided  for  by  a  law  enacted  during  the  10-year 
sunset  reauthorization  cycle.  Ihe  bill  also  wovild  direct  the 
Qanptroller  General  and  the  Director  of  the  Congressional  Budget 
Office  to  prepare  and  periodically  vpdate  an  inventory  of  Federal 
programs. 

In  addition,  H.R.  2  would,  among  other  things:  require  each 
cxiuuittee  of  Congress  to  conduct  a  sunset  review  of  programs  within 
their  legislative  jurisdiction;  and  establish  a  Citizen's  Cciiinissicn 
on  the  Qrganizatiai  and  Operaticti  of  Government. 

H.R.  2  would  affect  the  Bureau  of  I^nd  Management  of  this  Department 
in  particular,  becai;ise  section  318  of  the  Federal  Land  Policy  and 
Management  Act  of  1976  (FUPI^)  requires  that  the  Secretary  sutmit 
a  request  to  Congress  reauthorizing  all  Bureau  of  lajrd  Management 
programs,  functions,  and  activities  during  successive  4-fiscal-year 
periods.  Assuming  that  H.R-  2  is  enacted,  we  vrould  reconroend  the 
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Congress  consider  attending  secticai  318  of  FIPMA.  to  confonn  to 
the  10-year  periodic  review  or  r^ealing  it  outright. 

Vte  have  the  following  additional  coiments  and  reocranendations  on 
specific  provisions  of  the  bill: 

1.  Section  101(b)  of  H.R.  2  requires  reauthorization 
of  Government  programs  in  different  years.  For 
example,  energy  conservation  and  water  resources 
will  be  among  the  first  prograns  to  be  reviewed 

in  1982;  "other  natural  resources"  programs  in  1984; 
conservation  and  land  management  and  Federal  law 
enforcement  activities  in  1986;  recreational 
resources  in  1988;  and  energy  information,  research 
and  record  management  in  1990.  Ihe  Bvireau  of  Land 
Management  is  a  multiple-use  management  agency 
which  has  responsibilities  under  all  of  the  above 
programs. 

2.  Section  101(c)  (2)  (A)  of  H.R.  2  restricts  new  bijdget 
authority,  unless  the  provision  of  such  new  budget 
authority  is  "specifically  authorized  by  a  law  which 
constitutes  a  required  authorization  for  such  program". 
The  meaning  of  "specifically"  needs  clarification. 
Does  it  refer  to  specific  amounts  or  open  ended 
authorizations? 

3.  We  see  no  reason  for  establishnent  of  a  $4  million 

.  Cooinission  created  by  title  IV  of  the  bill.  The  matters 
that  the  Ocratdssica:!  would  be  concerned  with  are  already 
being  reviewed  by  the  Mministration.  Further,  such 
a  Ocmission  would  duplicate  functions  of  congressional 
oversi^t  camittees.  We  recotmend  deletion  of  this 
title. 

4.  Bie  regulatory  analysis  required  by  title  V  of  the 
bill  is  similar  to  what  the  Administration  is 
already  doing  for  new  regulations.  If  this  section  is 
retained  in  the  bill,  the  Office  of  Surface  Mining  of 
this  Department  should  be  included  with  the  other 
agerx:ies  listed  on  page  44  of  the  bill,  particularly 
if  regulatory  reports  on  the  mining  industry  (see 
page  47)  will  be  required.  In  addition,  many  functions 
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of  the  Conservation  Division  in  the  Geological  Survey 
can  be  ccaisidered  as  part  of  the  energy  regulatory 
process. 

The  Office  of  Management  and  Budget  has  advised  that  there 
is  no  objection  to  the  presentation  of  this  r^xjrt  fran  the 
stan^xDint  of  the  Administration's  program. 

Sincerely, 
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NATIONAL  LABOR  RELATIONS  BOARD 


Washin3»on,  D.C    20570 

June    11,     1979 


Honorable  John  Joseph  Moakley 
Chairman,  Subcommittee  on  Rules 

of  the  House 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 


Honorable  Gillis  W.  Long 
Chairman,  Subcommittee  on  the 

Legislative  Process 
U.S.  House  of  Representatives 
Washington,  D.C.   20515 


Dear  Congressman  Moakley  and  Congressman  Long: 

This  is  in  response  to  your  letter  of  June  1, 
1979,  inviting  a  presentation,  to  a  joint  meeting  of 
your  Subcommittees  on  June  20,  1979,  of  the  views  of 
the  National  Labor  Relations  Board  on  the  provisions 
of  Title  V  of  H.R.  2,  The  Sunset  Act  of  1979,  relevant 
provisions  of  H.R.  65,  the  Legislative  Oversight  Act 
of  1979,  and  the  provisions  of  H.R.  2364,  the  Regulatory 
Reform  Act  of  1979. 

On  March  9,  1979,  I  responded  to  a  request  of 
the  Honorable  Richard  Boiling,  Chairman,  Committee  on 
Rules,  U.S.  House  of  Representatives  for  comments  on 
H.R.  2  and  H.R.  65 . 

On  May  15,  1979,  I  responded  to  a  request 
from  the  Honorable  Jack  Brooks,  of  the  Committee  on 
Government  Operations  with  comments  on,  inter  alia , 
H.R.  2 . 


The  comments  contained  in  the  letters  to 
Congressman  Boiling  and  Congressman  Brooks  continue 
to  reflect  my  position  and  that  of  the  National  Labor 
Relations  Board  today  and  I  would  be  pleased  to  have 
them  entered  into  the  record  of  your  Joint  Subcommittee 
hearings.   The  comments  follow. 
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H.R.  2,  The  Sunset  Act  of  1979 

The  National  Labor  Relations  Board  would  be  affected 
only  by  the  provisions  of  the  first  four  titles  of  this  Bill. 
Those  provisions  would  pose  few  problems  for  this  Agency. 
The  NLRB  would  be  taken  from  our  status  as  a  permanent 
agency,  which  needs  no  renewing  legislative  authorization 
before  being  eligible  to  receive  such  annual  appropriations 
as  the  Congress  determines  appropriate,  and  placed  in  a 
status  requiring  periodic  program  reauthorization  before 
receiving  such  appropriations.   The  Agency  would  have  to 
set  goals  in  the  broadest  sense  and  complete  a  major  self- 
review  of  its  effectiveness.   Such  requirement  would  not 
impose  much  of  an  additional  burden  on  the  NLRB,  which  has 
established  internal  guidelines  for  expeditious  processing 
of  the  cases  brought  before  the  Agency,  and  which  continually 
monitors  its  operations  to  ensure  that  these  guidelines  and 
standards  are  met.   In  addition,  our  annual  budget  requests 
to  the  President  and  the  Congress  set  case  production  goals 
for  the  various  divisions  of  the  Agency  in  an  attempt  to 
ensure  that  the  number  of  cases  closed  during  the  budget 
year  equals  or  exceeds  the  case  intake  for  that  year  over 
which  we  have  little  control. 

To  the  extent  that  H.R.  2  has  special  provisions 
governing  the  regulatory  impact  of  regulatory  agencies  and 
provides  for  the  submission  of  Agency  Reform  Plans  by  the 
President  and  the  approval  or  disapproval  of  such  plans  by 
the  Congress,  H.R.  2  would  have  no  impact  on  the  National 
Labor  Relations  Board,  as  it  is  not  included  as  an  agency 
subject  to  such  provisions. 


H.R.  65,  The  Legislative  Oversight  Act  of  1979 

The  National  Labor  Relations  Board  would  have  no 
significant  problem  in  complying  with  this  Bill,  were  it 
to  be  enacted.   As  we  understand  it,  H.R.  65  would  require 
this  Agency  to  submit  planned  annual  accomplishments.   As 
discussed  above,  such  information  already  exists,  and  is 
transmitted  to  the  Congress  in  support  of  our  annual 
appropriations  requests. 


H.R.  2364,  Regulatory  Reform  Act  of  1979 

An  examination  of  the  provisions  of  H.R.  2364  reveals 
that  it  creates  a  mechanism  providing  a  continuing  review  of 
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the  regulatory  process  by  the  President  and  the  Congress  of 
the  United  States  in  order  to  prevent  that  process  from 
giving  rise  to  certain  described  harmful  and  unnecessary 
effects  to  the  health,  safety  or  economic  welfare  of  the 
Nat  ion . 

The  mechanism  chosen  is  to  impose  upon  the  President 
the  obligation  of  submitting  plans  at  two  year  intervals, 
each  plan  dealing  with  a  different  sphere  of  regulations, 
containing  recommendations  for  the  transfer,  consolidation, 
modification,  or  elimination  of  functions,  or  of  agencies, 
recommendations  for  organizational,  structural  or  procedural 
reforms,  for  eliminating  outdated  or  overlapping  regulations, 
for  eliminating  agency  delays,  and  recommendations  for 
increasing  economic  competition. 

The  plan  required  of  the  President  which  would 
Include  a  review  of  this  Agency's  operations  is  due  in 
April  1987.   If  the  President  does  not  submit  such  a  plan, 
the  Bill  imposes  on  the  Committees  of  Congress  having 
primary  legislative  jurisdiction  or  oversight  responsibilities 
and  the  Committees  on  Government  Operations  of  the  House  of 
Representatives  and  the  Senate  the  obligation  to  prepare  such 
plans.   The  Bill,  in  Sections  5,  6,  and  7,  provides  for  the 
preparation  of  legislation  implementing  such  plans  and  the 
staged  withdrawal  of  authority  and  eventual  termination  of 
agencies  for  which  no  plan  and  implementing  legislation  has 
been  submitted  and  enacted. 


Pr 
44-year  his 
mos  t  recent 
of  the  Labo 
our  operati 
a  two-year 
composed  of 
Agency.  Th 
issued  in  1 
to  the  type 
by  the  pros 
processes , 
has  made  to 
cons  is  tency 
that  judgme 


eliminarily  I  note  that  this  Agency,  throughout  its 
tory,  has  been  the  subject  of  legislative  oversight, 
ly  in  connection  with  Congressional  consideration 
r  Reform  Bill  in  the  last  Congress.   In  addition, 
ons  were  given  careful  and  thorough  scrutiny  over 
period  (1975-76)  by  the  Chairman's  Task  Force, 

representatives  of  labor,  management,  and  this 
e  Task  Force's  final  report  and  recommendations 
977.   The  NLRB  is,  therefore,  neither  stranger 

of  review  envisioned  by  H.R.  2364  nor  troubled 
pect  of  continuing  review  of  this  Agency's 
given  the  demonstrable  contribution  the  Agency 

industrial  peace  in  this  country  and  the 

with  which  the  last  22  Congresses  have  reaffirmed 
nt . 


Although  the  desirability  of  Sunset  legislation  is 
a  matter  peculiarly  within  the  legislative  province,  and 
I  do  not  consider  that  the  National  Labor  Relations  Board's 
operations,  or  the  legislative  policies  it  administers,  are 
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or  should  be  excluded 
by  the  Congress,  H.R. 
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agency's  operations  if 
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from  periodic  review  and  approvals 
2364's  provisions  providing  for  with- 
rity  and  eventual  termination  of  an 

the  President  does  not  submit  an 
he  Congress  fails  to  enact  legislation 
reduce  an  unsettling  and  perhaps  a 
is  Agency's  ability  to  enforce  its 
uring  the  period  when  the  President 
onsidering  the  reorganization  plans 
islation.   The  possibility  is  very 
re  the  Board  will  deliberately  employ 

respect  to  both  the  litigation  of 

and  enforcement  cases  before  the 
ensive  lobbying  campaigns  with  the 

Congress,  in  the  hopes  of  inducing  a 
Agency's  authorization,  thereby  freeing 
es  imposed  by  final  Board  orders. 
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such  a  failure  to  act  by  the  Pres 
,  perhaps,  unlikely,  the  mere  pros 
nduce  such  action  will  encourage  s 
edy  resolution  of  labor  disputes  1 
stem  of  industrial  labor  relations 
bor  Relations  Act,  I  believe  any  1 
otential  of  seriously  delaying  res 
s  should  not  be  encouraged.  The  C 
sider  whether  the  desirable  object 
ic  and  comprehensive  review  and  as 
nd  economic  benefits  of  the  Nation 
's  administration  of  the  national 
ies  cannot  better  be  achieved  by  r 
ion  by  the  Congress,  rather  than  a 
the  Agency's  authority  to  act  is  a 
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The  Office  of  Management  and  Budget  advises  that  there 
is  no  objection  to  the  submission  of  these  views  from  the 
standpoint  of  the  Administration's  program. 


S  incer e ly , 

'^ohn  H.  Fanning 
Chairman 
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STATEMENT  OF  PHILIP  E.  COLDWELL, 
MEMBER,  BOARD  OF  GOVERNORS  OF  THE  FEDERAL  RESERVE  SYSTEM 

I  am  pleased  to  present  this  statement  in  response  to  your 
request  for  the  views  of  the  Board  of  Governors  of  the  Federal  Reserve 
System  on  Title  V  of  H.  R.  2,  the  Sunset  Act  of  1979,  H.  R.  65,  the 
Legislative  Oversight  Act  of  1979,  and  H.  R.  2364,  the  "Regulatory  Re- 
form Act  of  1979."   My  statement  will  be  directed  for  the  most  part 
to  H.  R.  2364  since  that  bill  is  specifically  applicable  to  the  Board 
of  Governors.   Reference  will  also  be  made  to  Title  V  of  H.  R.  2  because 
it  apparently  is  a  modification  of  H.  R.  2364. 

As  your  Coomiittee  knows,  there  has  been  one  recent  significant 
change  in  the  approach  to  regulations,  the  issuance  of  executive  Order 
12044  of  March  23,  1978,  which  requires  that  regulations  of  the  Executive 
agencies  not  impose  unnecessary  burdens  on  the  economy,  on  individuals, 
on  public  or  private  organizations,  or  on  State  or  local  governments. 

To  achieve  these  objectives  the  Executive  Order  requires  reg- 
ulations to  be  developed  through  a  process,  which  among  other  things, 
ensures  that  the  need  for  the  regulations  are  clearly  established,  mean- 
ingful alternatives  are  considered  and  analyzed,  and  compliance  costs, 
paper  work  and  other  burdens  on  the  public  are  minimized. 

In  addition,  the  Executive  Order  mandates  the  periodic  review 
of  existing  regulations  to  determine  whether  they  are  achieving  the 
policy  goals  of  the  Order. 

The  Federal  Reserve,  consistent  with  the  purposes  of  the  Order, 
has  adopted  expanded  rule-making  procedures  of  its  own,  which  require, 
in  most  cases,  60-day  comment  periods  on  regulations  and  more  detailed 
analyses  of  the  potential  costs  and  benefits  of  regulatory  and  nonregu- 
latory  alternatives. 

The  Board  has  also  undertaken  a  regulatory  improvement  program 
that  involves  a  substantive  zero-base  review  of  each  Federal  Reserve 
regulation  to  determine  (1)  fundamental  objectives  and  the  extent  to 
which  the  regulation  is  meeting  current  policy  goals,  (2)  costs  and 
benefits  of  the  regulation,  (3)  any  unnecessary  burdens  imposed  by  the 
regulation,  and  (4)  nonregulatory  alternatives  that  might  be  used  to 
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accomplish  the  same  objectives.   The  Board's  program  also  contemplates 
procedures  for  reviewing  each  regulation  at  least  once  every  5  years. 

Our  regulatory  review  program  has  enlisted  the  services  of 
the  Federal  Reserve  banks  as  well  as  staff  of  the  Board.   It  has  progressed 
rapidly.   The  Board  has  issued  revised  versions  of  Regulation  K  (Corpor- 
ations Engaged  in  Foreign  Banking  under  the  Federal  Reserve  Act) ,  Regulation 
0  (Loans  to  Executive  Officers)  and  V  (Loan  Guarantees  for  Defense  Pro- 
duction) .   The  Board,  as  part  of  its  regulatory  review,  has  also  rescinded 
Regulation  S  (Bank  Service  Corporations)  and  Regulation  E  (State  and 
Local  Warrants) . 

Although  much  has  been  accomplished  under  Executive  Order 
12044,  the  Board  supports  the  basic  objectives  of  H.  R.  2364.   We  are 
keenly  aware  that  government  regulation  of  various  aspects  of  economic 
activity  may  introduce  distortions  and  inequities  into  the  economy. 
Despite  laudable  objectives,  there  is  little  doubt  that  both  Federal 
legislation  and  the  regulations  implementing  that  legislation  have  some- 
times resulted  in  a  lessening  in  competition,  a  reduced  resilience  to 
deal  with  economic  change,  and  a  higher  and  more  rigid  structure  of 
costs  and  prices  which  the  consuming  public  must  inevitably  bear. 

It  is  clear  also  that  regulation  has  contributed  to  the  in- 
efficient use  of  real  resources  in  the  economy.  When  regulated  businesses 
are  precluded  from  competing  directly  on  a  price  basis,  they  are  likely 
to  adopt  indirect  means  of  promoting  their  business.   Banks  and  other 
depository  institutions,  for  example,  frequently  offer  free  services 
and  give  away  merchandise  in  their  efforts  to  attract  new  funds  when 
price  competition  is  limited  by  interest  rate  ceilings  on  deposits. 

Federal  law  and  regulation  have  sometimes  had  the  effect  of 
fostering  monopolistic  and  cartel-like  behavior  on  the  part  of  ostensibly 
competing  firms  by  insulating  these  firms  from  the  discipline  of  effective 
competition.   On  other  occasions,  regulatory  action  may  preserve  the 
inefficient  marginal  firm,  or  divert  resources  to  less  than  the  most 
productive  uses  through  the  offering  of  special  advantages  to  certain 
industries  at  the  expense  of  consumers. 

A  balanced  view  needs  to  recognize  that  much  Federal  regulation 
promotes  the  public  interest  and  contributes  to  the  performance  of  the 
economy.   For  example,  regulation  designed  to  maintain  the  safety  and 
soundness  of  individual  banks  is  critical  to  the  strength  of  the  financial 
system  and  the  efficient  functioning  of  the  economy  as  a  whole.   In 
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the  area  of  securities  regulation  the  SBC  disclosure  requirements  help 
make  needed  information  available  to  aid  investor  decision-making  and 
increase  the  efficiency  of  securities  markets.  But  it  is  an  important 
discipline  to  review  and  evaluate  outstanding  regulations  on  a  periodic 
basis  to  see  whether  they  are  still  justified,  can  be  simplified  or 
need  to  be  modernized  in  li^t  of  recent  developments. 

While  the  Board  agrees  with  the  general  thrust  and  objectives 
of  H.  R.  2364,  there  are  certain  key  features  with  respect  both  to  its 
coverage  and  method  of  implenentation  that  we  believe  need  to  be  revised. 
We  are  especially  concerned  with  the  so-called  "sunset"  provisions  that 
require  the  termination  of,  first,  regulatory  enforcement  authority 
and,  second,  the  entire  agency  in  the  event  that  no  reform  plans  are 
enacted  within  the  prescribed  time  period.  There  are  several  reasons 
for  questioning  the  advisability  of  using  such  a  strong  forcing  mechanism 
in  order  to  assure  that  the  necessary  regulatory  reform  will  take  place. 

First,  many  Federal  agencies,  pursuant  to  their  legislative 
mandates,  perform  a  variety  of  functions  that  are  not  basically  reg- 
ulatory in  nature,  but  that  may  still  depend  in  part  for  their  implementa- 
tion on  enabling  rules,  orders,  and  regulations.   In  the  case  of  the 
Federal  Reserve  Board,  for  example,  such  responsibilities  include: 

(1)  its  central  banking  function  with  regard  to  international  finance; 

(2)  the  formulation  and  implementation  of  monetary  policy;  (3)  oversight 
activities  with  respect  to  the  Federal  Reserve  Banks,  which  in  turn 
play  a  pivotal  role  in  the  operation  of  the  nation's  payments  system; 

(4)  its  rules  for  the  administration  of  the  discount  window,  through 
which  the  Federal  Reserve  System  serves  as  the  lender  of  last  resort 
to  the  banking  system  and,  in  critical  situations,  to  the  economy  as 
a  whole;  and  (5)  the  supervision  of  member  banks  and  bank  holding  companies. 
In  comparison  with  these  functions,  the  Board's  strictly  regulatory 
responsibilities  for  banking  and  finance,  including  its  role  in  consumer 
credit  protection,  account  for  a  relatively  small  portion  of  the  agency's 
efforts  or  for  the  impact  of  its  actions  on  the  economy. 

The  coverage  of  H.  R.  2364,  in  the  case  of  the  banking  agencies, 
specifically  refers  to  their  "regulation  of  tianking  and  finance."   It 
would  appear,  therefore,  that  the  intent  is  not  to  discontinue  all  non- 
regulatory  functions,  or  to  dismantle  an  entire  agency,  for  want  of 
reform  plans  to  cover  the  agency's  regulatory  functions.  We  believe 
that  the  Congress  would  not  want  to  risk  the  abolishment  or  suspension, 
even  temporarily,  of  the  conduct  of  monetary  policy  or  the  supervision 
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of  banks.  Similarly,  we  would  be  deeply  concerned  if  there  were  no 
central  oversight  of  the  operation  of  the  Reserve  Banks  and  the  payments 
mechanism,  or  of  the  discount  window  function. 

Such  potential  problems  are  by  no  means  unique  to  the  Federal 
Reserve  Board.  For  example,  what  would  become  of  the  deposit  insurance 
function  of  the  Federal  Deposit  Insurance  Corporation  or  of  its  role  .t 
with  respect  to  the  banks  requiring  liquidation?  I  should  also  point 
out  that  the  Ccmptroller  of  the  Currency  is  the  chartering  and  supervisory 
authority  for  national  banks,  and  these  activities,  too,  would  be  suspended 
in  the  event  of  termination  of  that  agency.  Surely  these  functions 
should  continue. 

For  these  reasons,  we  must  assume  that  the  bill  is  directed 
to  the  purely  regulatory  activities  of  the  agencies  and  would  not,  in 
the  case  of  the  Federal  Reserve  Board,  encompass  central  banking,  monetary 
policy,  oversight  of  the  Reserve  Banks,  operation  of  the  discount  mechanism, 
bank  supervision  and  the  incidental  regulations  of  the  Federal  Reserve 
necessary  to  carry  out  these  functions. 

However,  in  order  to  avoid  any  doubt  about  the  continuation 
of  these  essential  functions,  the  Board  would  urge  a  narrower  and  more 
specific  delineation  of  the  aspects  of  regulation  of  banking  and  finance 
to  be  covered  by  the  bill,  to  which  the  application  of  these  "sunset" 
provisions  would  then  be  directed. 

We  believe  that  Title  V  of  H.  R.  2  provides  for  a  more  realistic 
regulatory  review  program  covering  fewer  programs  over  a  two-year  longer 
time  span.   In  addition,  the  fact  that  the  Board  of  Governors  is  not 
included  among  the  agencies  subject  to  regulatory  review  under  section 
502(a)  (1)  appears  to  confirm  our  assumption  that  the  Board's  functions 
relating  to  monetary  policy,  central  banking,  oversight  of  the  Federal 
Reserve  banks  and  use  of  the  discount  window  are  not  subject  to  review 
and  termination  under  the  bill.   In  general,  as  the  Board  has  previously 
written  to  your  Committee,  we  believe  that  clarification  is  needed  to 
be  certain  that  the  termination  procedures  of  Title  I  are  not  applicable 
to  programs  that  are  essential  to  the  functioning  of  government  and 
the  Nation's  economy. 

The  Board  has  a  second  concern  about  the  'sunset"  mechanism 
in  B.  R.  2364.   Instead  of  easing  the  regulatory  climate,  the  abrupt 
termination  of  even  the  regulatory  functions  of  Federal  agencies  might 
present  obstacles  to  the  efficient  functioning  of  the  economy.  Federal 


641 


statutes  2l3  generally  implemented  by  way  of  agency  regulations,  and 

in  many  cases  agency  approval  pursuant  to  those  regulations  is  necessary 

before  individuals  or  firms  can  participate  in  certain  activities  or 

markets. 

In  the  event  the  "sunset"  provisions  of  H.  R.  2364  were  triggered 
by  lack  of  action  on  bank  regulatory  reform,  under  one  possible  interpreta- 
tion this  would  mean  that  institutions  seeking  Board  approval  would 
be  hampered — not  freed — for  lack  of  a  regulatory  process.  Thus,  for 
example,  as  the  Bank  Holding  Company  Act  is  written,  it  is  unlawful 
for  a  bank  holding  company  to  be  formed  without  the  express  approval 
of  the  Board  of  Governors.  Similarly,  existing  bank  holding  companies 
wishing  to  expand  or  to  engage  in  new  activities  would  be  denied  the 
opportunity  to  have  their  applications  for  Board  approval  reviewed  and 
acted  upon.  The  same  situation  would  exist  with  respect  to  applications 
to  the  Board  for  new  branch  offices,  to  establish  Edge  corporations, 
to  engage  in  foreign  banking  activities  requiring  Board  approval,  or 
for  permission  to  issue  new  debt  or  equity  securities — to  name  a  few. 
The  result  could  be  severe  inequities  for  firms  who  could  not  obtain 
Board  approval  to  engage  in  activities  that  may  have  already  been  authorized 
for  their  competitors. 

This  brings  me  to  another  question  as  to  whether  the  regulatory 
reform  proposal  in  itself  will  accomplish  the  desired  purpose  of  the 
bill.  Since  most  agency  rules  and  regulations  are  issued  pursuant  to 
the  memdates  of  specific  laws  and  to  carry  out  Congressional  intent, 
it  may  be  that  many  of  the  economic  problans  and  inequities  caused  by 
regulation  are  rooted  in  the  enabling  legislation  itself,  rather  than 
in  the  specific  form  the  regulations  have  taken. 

I  would  suggest,  therefore,  that  consideration  be  given  to 
broadening  the  scope  of  the  review  contemplated  in  the  Regulatory  Reform 
Act  to  encompass,  where  necessary,  review  and  reform  of  the  eneibling 
legislation  as  well  as  existing  regulation.   I  believe  progress  in  im- 
proving and  simplifying  our  Federal  regulatory  apparatus  would  often 
require  basic  amendments  to  underlying  statutes. 

It  appears  that  the  incorporation  of  the  regulatory  review 
procedures  in  Title  V  of  H.  R.  2  as  a  part  of  the  general  program  review 
as  contemplated  by  that  bill  was  probably  intended  to  permit  such  a 
review  of  underlying  statutes.   However,  the  lack  of  provisions  coordinating 
the  regulatory  review  in  Title  V  and  the  program  review  in  Title  I  leads 
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to  uncertainty  as  to  how  the  two  Titles  would  work  together.  We  believe 
that  additional  provisions  are  probably  needed  to  provide  for  an  effective 
interrelation  between  Title  V  and  Title  I. 

This  leads  me  to  one  final  comment.  The  Board  and  its  staff 
have  devoted  considerable  time  to  the  promulgation  of  regulations  re- 
quired by  the  Financial  Institutions  Regulatory  and  Interest  Rate  Control 
Act  of  1978.  Our  recent  experiences  suggest  to  me  that  it  might  be 
desirable  for  the  Congress  to  make  more  explicit  evaluations  of  relative 
benefits  and  burdens  to  the  public  and  to  the  industry  that  would  result 
from  new  statutory  requirements  and  where  the  costs  are  substantial 
to  consider  alternative  means  of  accomplishment.   It  may  also  be  de- 
sirable, a  year  or  so  after  the  promulgation  of  new  regulations,  for 
the  appropriate  Committees  of  the  Congress  to  review  their  impact  and 
entertain  suggestions  for  revision  of  the  statutory  requirements  where 
appropriate.  Our  objectives  are  the  same,  to  reduce  the  burden  of  reg- 
ulation. We  hope  the  Congress  and  the  regulatory  agencies  will  work 
cooperatively  toward  this  end. 

In  conclusion,  I  wish  to  reiterate  that  the  Board  supports 
the  basic  concepts  of  H.  R.  2364,  the  Regulatory  Reform  Act  but  believes 
that  further  attention  should  be  given  to  problems  of  its  scope  and 
implementation. 
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Department  of  Energy 

Washington,  D.C.  20585  JUN  2  0  1979 


Honorable  Gillis  Long 

Chairman 

Subcommittee  on  Legislative  Process 

Committee  on  Rules 

U.S.  House  of  Representatives 

Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

This  letter  presents  the  views  of  the  Department  of  Energy 
about  the  Sunset  Act  of  1979,  the  Legislative  Oversight  Act 
of  1979,  and  the  Regulatory  Reform  Act  of  1979.   The 
Department  of  Energy  has  made  a  strong  commitment  to 
regulatory  reform  to  date,  and  appreciates  the  Congress' 
growing  interest  in  this  important  subject. 

Perhaps  more  than  in  any  other  executive  agency,  regulatory 
reform  is  central  to  the  mission  of  this  Department.   We 
were  created  two  years  ago  largely  to  help  untangle  the 
overlapping  and  sometimes  contradictory  regulatory  programs 
of  our  predecessor  agencies.   Within  a  few  months,  we 
established  a  Regulatory  Reform  Task  Force  with  a  mandate 
from  the  Secretary  to  identify  and  correct  any  regulations 
imposing  unnecessary  costs  on  producers  or  consumers  of 
energy.   Under  the  leadership  of-  this  Task  Force,  we  have 
initiated  31  regulatory  reform  projects,  held  several  public 
hearings  on  reform  issues,  and  published  two  semi-annual 
regulatory  agendas. 

However,  the  single  most  important  action  to  date  of  DOE's 
Regulatory  Reform  Task  Force  was  making  a  public  com- 
mitment to  republish  and  review  all  existing  DOE  regula- 
tions within  five  years  of  their  effective  dates.   When 
a  regulation  is  republished,  the  public  will  be  given  60 
days  to  offer  comments  about  problems  they  are  having  with 
it,  and  whether  they  think  the  regulation  should  be  continued, 
amended,  or  terminated.   The  Office  administering  the  regu- 
lation will  then  determine  whether  any  actions  need  to  be 
taken,  and  will  publish  its  determination  in  the  Federal 
Register  within  120  days  after  the  close  of  the  comment  period. 
Later  this  year,  we  shall  publish  a  schedule  for  republishing 
all  existing  regulations,  to  give  everyone  —  the  Congress, 
the  public,  and  other  executive  agencies  —  ample  time  to 
plan  their  comments. 

Given  the  relatively  short-term,  changeable  nature  of 
energy  regulations,  we  believe  that  this  process  will 
satisfy  much  of  the  stated  purposes  of  the  three  sunset 
bills,  at  least  as  far  as  the  Department  of  Energy  is 
concerned.   We  welcome  new  legislation  in  this  area,  espe- 
cially if  Congress  mandates  a  periodic  program  review  of  an 
agency's  regulatory  authority.   We  believe  that  reforming 
and  updating  regulations  is  and  should  remain  primarily  the 
responsibility  of  the  executive  agencies  mandated  by 
Congress  to  draft  and  implement  them. 
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We  support  the  concept  of  attaching  automatic  termination 
dates  to  statutes,  as  a  way  of  forcing  a  Congressional  re- 
view of  entire  programs,  rather  than  specific  regulations. 
We  also  believe  that  much  good  can  be  accomplished  through 
functional  reviews  of  large  categories  of  related  programs 
in  various  executive  agencies.   A  systematic  review  of 
related  programs  could  cut  costs  and  reduce  regulatory 
burdens  by  identifying  duplicative,  conflicting,  or  out- 
dated regulations.   However,  we  believe  that  reforming  and 
updating  specific  regulations  is  and  should  remain  primarily 
the  responsibility  of  the  executive  agencies  mandated  by 
Congress  to  draft  and  implement  them. 

We  also  appreciate  the  emphasis  on  program  evaluation  given 
by  all  three  of  these  sunset  bills.   A  "sunset"  evaluation 
provision  was  included  in  the  Department  of  Energy  Organi- 
zation Act,  requiring  us  to  review  all  programs  by  January 
15,  1982, 

I  would  now  like  to  comment  on  the  specifics  of  each  of 
the  three  bills: 

The  Sunset  Act  of  1979  (H.R.  #2)  has  several  useful 
provisions,  especially  Title  I,  "Reauthorization  of  Government 
Programs,"  and  Title  III,  "Program  Re-Examination."   The 
Government  will  have  ever-increasing  problems  addressing  new 
priorities  if  it  does  not  have  the  flexibility  to  curtail  or 
eliminate  outdated  programs.   These  provisions  would  be 
important  steps  in  that  direction.   Title  IV,  however,  is 
not  a  particularly  useful  component  of  H.R.  2  in  that  the 
citizens'  commission's  mandate,  coupled  with  its  limited 
duration,  would  essentially  result  in  an  abbreviated  repli- 
cation of  the  Sunset  review  procedures.   Also,  we  would  like 
to  see  the  reauthorization  schedule  in  Title  I  amended  to 
combine  all  energy  subfunctions  (energy  conservation, 
emergency  energy  preparedness,  energy  supply,  and  energy 
information,  policy,  and  regulation)  on  the  same  date.   This 
would  facilitate  review  or  the  relationship  among  those 
subfunctions.   The  early  reauthorization  date  for  energy 
conservation  programs  may  pose  special  problems,  since  many 
of  this  Department's  conservation  regulations  and  programs 
are  relatively  new.   By  September  30,  1982,  not  much  may  yet 
be  known  about  their  costs  and  benefits.   This  problem  will 
also  exist  for  the  evaluations  required  under  the  Department 
of  Energy  Organization. 

We  support  the  way  the  Legislative  Oversight  Act  of  1979 
(H.R.  65)  would  mandate  program  planning  and  evaluation 
for  new  or  expanded  programs.   However,  unless  its  implemen- 
tation is  carefully  monitored,  this  bill  might  either  be 
creatively  circumvented  by  most  agencies,  or  else  impose 
substantial  resource  costs.   Perhaps  some  threshold  dollar 
figure  could  be  used  to  reduce  the  number  of  programs  to 
which  these  procedures  would  apply  —  e.g.,  like  the  $100 
million  figure  used  by  Executive  Order  #12044  to  trigger 
regulatory  analyses.   Also,  the  cataloguing  of  program  costs 
and  benefits  described  in  Section  202  might  be  so  large  a 
task  for  the  Comptroller  General  that  he  might  have  to 
delegate  most  of  the  work  to  the  agencies  responsible  for 
those  programs,  adding  to  their  workload.   We  suggest  that 
further  analysis  be  done  of  the  costs  and  benefits  of  this 
Bill's  approach  before  any  action  is  taken. 
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The  Regulatory  Reform  Act  of  1979  (H.R.  2364)  requires 
agencies  to  submit  comprehensive  regulatory  reform  plans 
according  to  a  specified  schedule,  with  the  plans  then 
reviewed  by  Congress  and  used  as  the  basis  for  agency-by- 
agency  reform  legislation.   We  see  some  risk  that  this 
bill  might  involve  the  Congress  to  an  inappropriate  d'egree 
in  deliberations  over  specific  regulations  or  regulatory 
procedures.   We  are  also  unsure  about  how  the  Congressional 
Budget  Office  could  issue  useful  reports  on  the  "net  impact,' 
"cost-effectiveness  and  efficiency,"  and  other  aspects 
of  an  agency's  performance.   Finally,  the  early  (April  1981) 
schedule  for  the  Department  of  Energy  might  result  in  a 
premature  review  of  many  regulatory  programs,  especially  in 
the  conservation  area. 

As  a  general  matter,  we  support  the  proposals  in  the  Adminis- 
tration's Regulatory  Reform  Bill,  S.755,  more  than  any  of 
these  three  bills.   That  would  basically  provide  for  a 
codification  of  Executive  Order  #12044.   With  a  year's 
experience  with  that  Order,  we  have  found  it  to  be  a  work- 
able, useful  approach  to  regulatory  reform. 

I  appreciate  the  interest  Congress  has  shown  in  DOE ' s  views 
on  these  issues. 

Sincerely  yours. 


Alvin  L.  Aim  ^ 

Assistant  Secretary 

for  Policy  and  Evaluation 
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STATEMENT  OF  IRVINE  H.  SPRAGUE,  CHAIRMAN, 
FEDERAL  DEPOSIT  INSURANCE  CORPORATION 

Mr.    Chairman,    I    appreciate    this   opportunity   to    present   the    FDIC's 
views   on    H.    R.    2,    the    Sunset   Act  of    1979,    H.    R.    65,    the    Legislative 
Oversight   Act  of   1979,    and    H.    R.    2364,    the    Regulatory   Reform   Act   of 
1979. 

H.    R.    2 

The  Sunset  bill's  first  three  titles  are  closely  related. 
Title  I  sets  out  a  precise  schedule  for  the  review  and  reauthorization 
by  Congress  of  most  Federal  programs.   Title  II  requires  the  General 
Accounting  Office  and  the  Congressional  Budget  Office  to  prepare 
an  "inventory"  of  Federal  programs  for  use  by  the  Congress  "in 
carrying  out  the  requirements  of  Titles  I  and  III."   The  inventory 
would  include  various  specifics  relating  to  each  program,  such 
as  enabling  provisions  of  law,  congressional  committees  having 
jurisdiction,  and  dates  of  relevant  authorization  and  reauthorization 
legislation.   Title  III  requires  each  congressional  committee 
periodically  to  conduct  comprehensive  reexaminations  of  selected 
programs  subject  to  its  jurisdiction. 

Title  IV  would  create  a  new  Citizens'  Commission  on  the  Organi- 
zation and  Operation  of  Government  to  conduct  a  nonpartisan  study 
of  the  organization  and  operation  of  "all  departments,  agencies, 
independent  instrumentalities,  and  authorities  of  the  executive 
branch  of  the  Government."   And  Title  V  specifically  requires  the 
President,  by  April  1,  1981,  to  submit  to  the  Congress  an  analysis 
of  the  overall  effectiveness  and  efficiency  of  the  FDIC,  OCC , 
FTC,  SEC  and  FCC  (but  not  the  Federal  Reserve)  and  to  propose 
any  reorganization  of  these  agencies'  functions  which  the  President 
considers  appropriate. 

H.  R.  65 
The  Legislative  Oversight  bill  is  much  shorter  and  is  referred 
to  as  a  "sunrise"  bill  because  it  would  affect  only  new  programs. 
Congress  would  employ  its  oversight  function  by  requiring  future 
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authorization  bills    to   contain    statements   of   objectives   of   new 
programs   authorized    therein,    in    addition    to    requiring    that    the    agency 
administering    such   programs   submit   to   Congress   annual    reports   stating 
whether    the   objectives   of   such   programs   are   being    achieved.       Further- 
more,   congressional    committee    reports   would    be   required    to    analyze 
the    social    and    economic    impact  of   proposed    legislation.      This   bill 
would    further    require    the    GAO  to   evaluate   most    Federal    programs 
and   would   limit  new  budget  authority   to   a   5-year   period. 

H.    R.    2364 

The  Regulatory  Reform  bill  would  require  that,  by  April  30, 
1985,  the  President  must  submit  to  Congress  a  recommended  plan 
for  reorganizing  the  FDIC,  Federal  Reserve,  OCC,  FHLBB,  and  NCUA. 
(The  bill  also  covers  27  other  specified  agencies,  with  differing 
deadlines.)   If  such  plan  is  not  submitted  when  due,  the  bill  requires 
the  Congressional  Banking  and  Government  Operations  Committees  to 
prepare  such  a  plan,  which  would  become  the  pending  business  in 
each  House  not  later  than  April  1,  1986.   The  GAO  would  be  required 
to  submit  its  own  agency  analyses  and  reorganization  proposals 
to  the  Congress  under  the  same  time  schedule.   The  bill  also  contains 
procedural  provisions  designed  to  ensure  prompt  congressional 
consideration  and  disposition  of  the  proposed  reorganizations. 
If  no  regulatory  reform  legislation  is  enacted  within  20  months  of 
the  time  the  President's  plan  is  due  (i.e.,  December  31,  1986,  for 
the  financial  regulatory  agencies),  affected  agencies  would  terminate, 
except  that  their  rules  and  regulations  which  are  essential  for 
preserving  public  health  and  safety  would  remain  intact  and  would 
be  transferred  to  the  Justice  Department  for  enforcement  —  unless 
and  until  "other  appropriate  provision  is  enacted  by  the  Congress." 

OUR  GENERAL  COMMENTS 

The  primary  thrust  of  these  various  legislative  proposals  appears 
to  go  toward  the  many  programs  created  by  the  Congress  and  carried 
out  by  the  Cabinet  departments  and  other  executive  agencies.   It  does 
not  appear  that  the  sunset  provisions  of  this  proposed  legislation 
are  intended  to  be  directed  toward  FDIC  bank  insurance  and  supervisory 
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functions  —  nor  should  they  be.   We  believe  any  legislation  enacted 
should  clearly  make  this  point. 

The  reorganization  provisions  of  the  legislation  which  would 
affect  the  FDIC  appear  to  be  related  to  various  proposals  for 
consolidation  of  the  banking  agencies.   These  proposals  have  been 
the  subject  of  congressional  hearings,  and  we  have  testified  in 
the  past  that  the  new  Federal  Financial  Institutions  Examination 
Council  which  is  just  now  getting  under  way  should  be  given  a 
fair  chance  to  perform  in  the  areas  of  coordination  and  cooperation 
before  any  consolidation  legislation  is  seriously  considered. 

The  Federal  Financial  Institutions  Examination  Council,  created 
by  Title  X  of  FIRIRCA  (the  Financial  Institutions  Regulatory  and 
Interest  Rate  Control  Act  of  1978)  is  made  up  of  the  five  financial 
institutions  regulatory  bodies  —  the  FDIC,  the  Federal  Reserve 
Board,  the  Office  of  the  Comptroller  of  the  Currency,  the  Federal 
Home  Loan  Bank  Board,  and  the  National  Credit  Union  Administration. 
The  Council's  purpose  is  to  explore  areas  of  cooperation  and  con- 
solidation by  the  agencies.   In  developing  our  procedures  and 
establishing  our  priorities,  we  created  five  interagency  staff  task 
forces:   A  Task  Force  on  Supervision,  a  Task  Force  on  Consumer 
Compliance,  a  Task  Force  on  Reports,  a  Task  Force  on  Examiner 
Education,  and  a  Task  Force  on  Surveillance  Systems. 

The  law  also  encourages  closer  cooperation  in  Federal-State 
supervision  of  financial  institutions  by  creating  a  State  Liaison 
Committee  to  meet  with  the  Council  to  encourage  the  application  of 
uniform  principles  and  standards. 

I  sense  a  genuine  commitment  on  the  part  of  all  members, 
including  myself,  to  make  the  Examination  Council  work.   I  know  that 
our  performance  is  going  to  be  closely  monitored  by  Congress  and 
others.   If  the  Council  is  perceived  as  ineffectual  or  as  a  dodge 
for  genuine  progress  in  supervisory  cooperation,  there  would  be  a 
legitimate  reason  for  a  real  push  for  legislation  to  accomplish  some 
type  of  statutory  reorganization  or  consolidation  of  financial 
institution  supervision. 
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LEGISLATIVE  VETO 

Finally,  I  know  that  you  are  giving  special  attention  to  the 
matter  of  the  legislative  veto. 

As  to  that  question,  Congress  always  retains  the  power  to  enact 
legislation  overriding  or  modifying  any  regulation  promulgated  by  an 
agency.   However,  given  the  vast  volume  of  such  regulations  published 
annually,  it  is  difficult  to  see  how  Congress  could  give  appropriate 
attention  to  each  of  them  under  a  legislative  veto  procedure  that 
would  subject  virtually  every  regulation  to  review  by  Congress. 
Moreover,  we  think  such  a  procedure  would  breach  the  traditional  insula- 
tion from  the  political  process  which  is  essential  to  the  effective 
functioning  of  the  bank  insurance  and  regulatory  functions.   Further, 
we  believe  a  legislative  veto  procedure  would  be  inappropriate  once 
Congress  has  delegated  the  authority  to  act  to  an  administrative 
agency.   Additionally,  the  legislative  veto  process  could  also 
result  in  inordinate  delay  in  implementing  necessary  regulations. 

We  are  not  aware,  from  our  experience,  that  there  is  any  need 
for  such  a  complex  procedure.   It  would  seem  that  the  same  results 
can  be  accomplished  in  other  ways  under  existing  law.   Congress  is 
free  to  act  after  the  imposition  of  a  regulation,  or  even  during  its 
publication  period  if  the  need  should  arise,  and  Congress  has  acted 
swiftly  in  other  cases;  e.g.,  the  prompt  passage  in  October,  1973, 
of  Public  Law  93-123  which  prohibited  the  financial  regulatory 
agencies  from  permitting  regulated  institutions  to  offer,  free  of 
deposit  interest  rate  ceilings,  so-called  "wild  card"  savings  certifi- 
cates of  deposit  in  amounts  under  $100,000. 

In  sum,  we  believe  the  legislative  veto  would  be  a  rather  extreme 
reaction,  contrary  to  the  general  format  of  the  administrative  system 
for  regulating  various  industries.   We  perceive  the  administrative 
system  as  designed  to  allow  Congress  to  outline  the  general 
parameters  of  an  area  it  wished  to  regulate  and  to  place  the  responsi- 
bility for  specific  regulations  on  the  appropriate  administrative 
agency.   The  legislative  veto  would  seem  to  go  against  the  grain 
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of  established   practice   and  put   Congress   into   the  day-to-day 
business  of   regulating    specific   problems   in   specific    industries. 
It   would   not   seem  likely  that   Congress,   as   a   whole  or    in   its 
various  committees,    would   want   to  equip   itself   to   assume   the  burden 

of   such  detailed    rulemaking. 

I  will   be   pleased   to   provide   any  further    information  your 
Subcommittees  desire  on   these   subjects. 
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The  Nilional 
Sm^il  Business 
Associ?lion  Building 
16M  K  Siieei.  N  W 
Washmgion.  D  C   20006 

Telephone 
1202)296  7100 


Small 
Business 
Legislative 
Councir 


June  20,  1979 


The  Honorable  Gill  is  W.  Long,  Chairman 
Subcominittee  No.  1 
House  Committee  on  Rules 
House  of  Representatives 
Washington,  D.  C.  20515 

Dear  Mr.  Chairman: 

The  Small  Business  Legislative  Council  supports 
rstaSLltp;o^l";^tJ?i:;i:aLr;n/irw5?t;^preciate 
?t  if  this  statement  will  be  included  in  your  hearing  record. 

The  Small  Business  Legislative  Council  ^Peaks  for 
more  than  four  million  small  businessmen  throughout  this  country 
and  they  are  very  enthusiastic  in  their  support  for  the 
measures  being  considered  today. 

Sincerely  yours. 


v._^=o'€rome^Gul  an 
/Assistant  to  the  Executive 
Director 


Enclosure 


•Of  Uie  National  Vnall  Business  Association 
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STATEME^^" 

OF   THE 

SMALL  BUSINESS   LEGISLATIVE   COUNCIL 

BEFORE   THE 

HOUSE  COMMITTEE  ON 

RULES 
HOLDING  HEARINGS  ON 

H.    R.    2 
SUNSET  ACT  OF   1979 
AND 
H.    R.    1776  ADMINISTRATIVE  RULE-MAKING  REFORM  ACT 

June  20,    1979 


"It  is  the  declared  policy  of  the  Congress  that  the 
Government  should  aid,  counsel,  assist,  and  protect, 
insofar  as  is  possible,  the  interests  of  small  busi- 
ness concerns  in  order  to  preserve  free  competitive 
enterprise. ..." 

(P.L.  85-536,  as  amended. 
Section  2(a),  Small  Busi- 
ness Act.) 


The  Small  Business  Legislative  Council  (SBLC)  is  an  organization  of  71 
national  trade  and  professional  associations  whose  membership  is  primarily 
small  business.  SBLC  focuses  on  issues  of  common  concern  to  the  entire  small 
business  conmunity.  The  SBLC  membership  and  their  affiliates  represent  approxi- 
mately four  million  small  business  firms  nationwide. 

The  SBLC  has  endorsed  tv;o  policy  position  papers  v/hich  apply  to  the  bills 
being  considered  today,  "Sunset  Laws"  and  "Curbing  Regulatory  Abuse  by 
Congressional  Veto."  These  papers  appear  as  Attachments  A  and  B  to  this 
statement. 

Sunset 

The   Small    Business   Legislative  Council    supports  the  concept   of  sunset    for   • 
regulatory  agencies,   as  well    as   for  regulations  and   programs   promulgated   by  all 
agencies.      Since  regulations   tend   to    impact  more  heavily  upon    small    business,   we 
strongly  favor  the   use  of  sunset   provisions  and   Congressional    review  of  the 
effectiveness  of  existing   programs   in   all    cases.      To  the   extent  that   H.    R.    2, 
The  Sunset  Act  of  1979,   will    provide  for  such  review,  we   support  the  bill. 
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Once  created,  regulatory  agencies  tend  to  be  self- perpetuating  --   promulgating 
more  regulations,  seeking   rulings  or  test  cases  against    smaller  firms   in  order  to 
establish  legal    precedence  before  seeking  out  the  bigs,   and  generally  trying 
always  to   improve  their  own   prestige  and  "batting  averages"  before  Congress   in 
order  to  secure  larger  appropriations  for  the  following  years. 

Sunset  lah-s   would   force   periodic   reassessment   of  the  need   for,   or  effective 
use  of.   Government  programs   and   agencies  and   require  concrete  cost  justification 
for  their  continuance  beyotxi   a  certain  date. 

Sunset  would  be  a   useful    means  by  which   it  could  be  detennined    if  regulations 
overlapped,  conflicted  or  were   unnecessary.    -Priorities   and   circumstances  change: 
with  a   sunset  review  procedure,   regulations  no  longer  needed   --    or  proving  to  be 
unworkable  --   could  be  deleted.      This   v/ould   lead   to   a  reduction    in  Federal    spending 
and   with  fewer  regulations  and/or  agencies   perhaps  there  would   arise   a  better  co- 
operation between  the  various   agencies   and   a  better   implementation  of  Federal 
programs. 

Sunset  would  make   Congress  accountable   for  the   regulations   issued   by  an   agency. 
This   should   lead   to  more  concise  drafting  of  legislation,   rather  than   Congress 
setting   out   a  broad   outline  of   policy  v/hich   is   interpreted   and    implemented   by  the 
agencies.      In  essence,   sunset   would  mandate  legislative  oversight   of  on-going 
Government  activities.      This  would   also  make    it  necessary  to   have  a  compilation  of 
existing   programs  --   such  a   listing  is    practically   impossible   to  obtain  as  matters 
stand   now. 

The  proliferation  of  agency  rules  and   regulations  has   increased   at  an   alarm- 
ing rate   in  recent  years.      The   effect   of  these  regulations  is   to  overburden 
the   small    business  owner.      It   is   time   to   review  such    programs   if  the   economic 
effect  is  forcing  American  small   businesses  out  of  business;   or  drastically 
increasing  consumer  costs. 

Small    business   is  always    far  more  heavily  impacted   by  the  regulatory  process 
than   is  big  business.      This    fact   has  been  well    recognized  by  the  Congress,   and 
the  recognition   is  exemplified    in   the  many  regulatory  relief  measures   introduced 
in  both  the  Senate   and   House  of  Representatives,   whose  goal    is   to   provide  relief 
or  assistance  to   small    business   in  their  efforts  to  comply  with  regulatory  re- 
quirements.   Last   year,  the   Senate   passed  the  "Regulatory  Flexibility  Act," 
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declaring  that   small    business  ought   to  get  some  relief  from   paperwork   and   other 
regulatory  burdens  that   larger   firms   are  better   able   to   handle.      This  bill    has 
been  re-introduced    in   the  96th  Congress   (S.    299   and   H.R.    1745). 

Other  measures  pending  call  for  a  "Regulatory  Clearing  House  for  Small 
Business,"  "Small  Business  Impact  Statements"  and  small  business  paperwork 
requirement   analyses. 

President  Carter's  recent  message  to  the  Congress  on  regulatory  reform  also 
recognizes  the  needs  of   small    business. 

Passage  of  H.    R.    2  cannot  but   help  to   alleviate   small    business'    regulatory 
burden. 

While  we   support  the  bill    as   presented,  we  do  ask  that  Title   IV,   creating 
a  Citizens   Commission  on  the  Organization   and  Operation  of   Government  be 
amended    in  two  ways:   first,   the  composition  of  the  Commission   specifically 
include  representation   from  the   small    business   sector,   and   second,    policy  areas 
to  be  studied   specifically  include   small    business. 

Legislative  Veto 

The  Small   Business  Legislative  Council    is  pleased  to  offer  its  wholehearted 
endorsement  of  H.   R.    1776.     The  Council   has  endorsed  a   policy  position   paper 
entitled   "Curbing  Regulatory  Abuse  by  Congressional   Veto"  which  appears  as 
Attachment  B  to  this  statement. 

As   part  of  its  oversight   function,   Congress  has  the  duty  to  determine  whether 
the  agencies  it  has  created  are  issuing  rules  and  regulations  contrary  to  law, 
inconsistent  with  legislative  intent,  and  going  beyond  the  statute  they  are 
supposed   to    implement. 

When  an  agency  does  circumvent  Congressional    intent,  the  damage  to  small 
business  subject  to  such  rule  or  regulation  may  be  irrevocable.     Therefore  a 
review  period  of  60   days   or  longer   is  essential. 

Here  are   some  of  the  reasons   why  Congress   should   exercise  veto   power  over 
proposed   regulations: 

*In  spite  of  the  fact  that  the  Congress  of  the  United 
States   has  ordered  the  FTC   to  afford   opportunity   for 
oral    presentations  to  all    parties  desiring  to  testify 
in  rule-making   proceedongs    (P.L.    93-636),  the   Ccmmission 
continually  ignores  the  law. 
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*In  another  area,  the  FTC   allows   staff  reports,   assutnably 
stating   facts,   to  be  entered    into   the  rule-making   record, 
yet  refuses   to   allow  those   staff  members   to  be  cross- 
examined   concerning   those  statements.     This  practice  is 
being  carried  on  despite   a  clear  legislative    imperative 
opposing   the  practice  (Cong.    Record,   Decanber  19,    1979, 
pp.   41405-41408).  > 

*The  Magnuson-Moss  FTC    Improvement  Act   authorized  the  FTC 
to  designate  those  acts  or  practices  which  v/ould  be 
henceforth  deemed   unfair  or  deceptive  on   an    industry-by- 
industry  basi  s. 
There  are  now  many  rule-making   proceedings  being   conducted   by  the  FTC    in 
various   stages   of  completion.      Uniformly,  these   rule-making   proceedings   are  directed 
at   small    business  and    its  customers.      The    impact  of  these   rules  when   enacted   will 
create   unfair  and   unnecessary  economic   hardships  on   an    undetermined   number  of 
small    business  enterprises  which  lack  the  resources  to   represent  themselves 
effectively   against   the    institutional    attack  that   tends   to   undermine  their  very 
existence.      Congress  has  v/arned   the  Commission  concerning   this  very  eventuality, 
and  had  built    into  the  text  of  the  law  a  requirement   that   the  FTC   promulgate  "a 
statement  as  to  the  economic   effect  of  the   rule,  taking    into   account  as  to   the 
economic  effect  on    small    business   and  consumers."     This   statement   of  the  compet- 
itive  impact  of  the   proposed   rule  on   small    scale  enterprise   should  be  made  v/hen 
the   promulgation  of  the  rule  is   initially   proposed.      Such  competitive    impact 
statements  should   also  be  subject   to   administrative  fact    finding   and   require  a 
full    opportunity   for  judicial    review  as   an  essential    pre-condition   to  the   adop- 
tion of  such  a   rule,   especially  if  the  rule  would  have   an   adverse  effect   on 
competition. 

The  need   for  overseeing   the  bureaucracy  and    its   regulatory  activities  and 
for   action   to  curb   abuses  of  such   activities   is   widely  recognized.      President 
Carter  has  established   a  Regulatory  Council    for  the  express   purpose  of  reforming 
regulatory   procedures,   and   eliminating  areas  of  dupl ication,   overlap  and 
inconsi  stency. 

However,   more  needs   to  be  done   and   since  the  Carter  Administration   Is 
unalterably  opposed  to  any  form  of  legislative  veto.   Congress  must  accept  the 
responsibility  and  pass  this  legislation. 
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During  the  95th  Congress,  the  House  affirmed  the  position  that  Congress  must 
have  the  right  to  review,  and  if  necessary,  veto,  in  advance,  any  rule  or 
regulation  promulgated  by  the  Federal  Trade  Commission. 

H.  R.  1776,  granting  Congress  the  same  authority  over  all  Federal  agencies 
would  return  responsibility  to  cur  elected  officials  and,  in  our  opinion,  once 
enacted,  would  serve  as  a  deterrent  to  slipshod  promulgation  of  rules  and 
regulations. 

For  the  reasons  stated  above,  and  because  of  the  crying  need  for  relief  from 
over-regulation,  the  small  business  community  urges  that  both  H.  R.  2  and 
H.  R.  1776  be  favorably  reported  to  the  House. 


The  position  paper  --  Sunset  Laws  --  is  supported,  as  of  this 
date,  by  53  members  of  the  Small  Business  Legislative  Council. 


American  Association  of  Nurserymen 
Washington,  D.C. 

American  Textile  Machinery  Association 
Washington,  D.Cl 

Association  of  Diesel  Specialists 
Kansas  City,  Missouri 

Association  of  Physical  Fitness  Centers 
Bethesda,,  Maryland 

Automotive  Warehouse  Distributors 
Association 
Kansas  City,  Missouri 

Building  Service  Contractors 
Association  International 
McLean,  Virginia 

Business  Advertising  Council 
Cincinnati,  Ohio 

Christian  Booksellers  Association 
Colorado  Springs,  Colorado 

Direct  Selling  Association 
Washington,  D.C. 

Eastern  Manufacturers  and 
Importers  Exhibit,  Inc. 
New  York,  New  York 

Furniture  Rental  Association 
of  ATierica 
Washington,  D.C. 


Independent  Bakers  Association 
Washington,  D.C. 

Independent  Business  Association 
of  Washington 
Bellevue,  Washington 

Independent  Sewing  Machine  Dealers 
of  America 
Hilliard,  Ohio 

International  Franchise  Association 
Washington,  D.C. 

Institute  of  Certified  Business 
Counselors 
Lafayette,  California 

Local  and  Short  Haul  Carriers  National 
Conference 
V.'ashington,  D.  .C 

Machinery  Dealers  National  Association 
Silver  Spring,  Maryland 

Manufacturers  Agents  National  Association 
Irvine,  California 

Marking  Device  Association 
Evanston,  Illinois 

Menswear  Retailers  of  America 
Washington,  D.C. 

National  Association  for  Child  Development 
&  Education 
Washington,  D.C. 


657 


National  Association  of  Brick  Distributors 
McLean,  Virginia 

National  Association  of  Floor  Covering 
Distributors 
Chicago,  Illinois   i 

National  Association  of  Home  Builders 
Washington,  D.C.    ' 

National  Association  of  Plastics 
Distributors 
Jaffrey  Center,  New  Hampshire 

National  Association  of  Retail  Druggists 
Washington,  D.C. 

National  Beer  Wholesalers'  Association 
of  Amarica,  Inc. 
Falls  Church,  Virginia 

National  Burglar  &  Fire  Alarm 
Association 
Washington,  D.C. 

National  Candy  Wholesalers 
Association,  Inc. 
Washington,  D.C. 

National  Concrete  Masonry  Association 
Herndon,  Virginia 

National  Electrical  Contractors 
Association,  Inc. 
Bethesda,  Maryland 

National  Family  Business  Council 
West  Bloomfield,  Michigan 

National  Home  Furnishings  Association 
Washington,  D.C. 

National  Home  Improvement  Council 
New  York,  New  York 

National  Independent  Dairies  Association 
Washington,  D.C. 

National  Independent  Heat  Packers 
Association 
Washington,  D.C. 


National  Insulation  Contractors 
Association 
Washington,  D.C. 

National  Office  Machine  Dealers 
Association,  Inc. 
Zanesville,  Ohio 

National  Office  Products  Association 
Alexandria,  Virginia 

National  Paper  Box  Association 
Haddonfield,  New  Jersey 

National  Paper  Trade  Association 
New  York,  New  York 

National  Parking  Association 
Washington,  D.C. 

National  Patent  Council,  Inc. 
Arlington,  Virginia 

National  Pest  Control  Association 
Vienna,  Virginia 

National  Precast  Concrete  Association 
Indianapolis,  Indiana 

National  Small  Business  Association 
Washington,  D.C. 

National  Society  of  Public  Accountants 
Washington,  D.C. 

National  Tire  Dealers  &  Retreaders 
Association,  Inc. 
Washington,  D.C. 

National  Tool,  Die  &  Precision 
Machining  Association 
Washington,  D.C. 

National  Wine  Distributors  Association 
Chicago,  Illinois 

Printing  Industries  of  America,  Inc. 
Arlington,  Virginia 

Sheet  Metal  &  Air  Conditioning 
Contractors'  National  Association 
Vienna,  Virginia 
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SUNSET  LAWS 


Once  created,  regulatory  agencies  tend  to  be  self-perpetuating  -- 
promulgating  more  regulations,  seeking  rulings  or  test  cases 
against  smaller  firms  before  seeking  out  the  bigs,  and  generally 
trying  always  to  improve  their  own  prestige  and  "batting 
averages"  before  Congress  in  order  to  secure  larger  appropriations 
for  the  following  years. 

Sunset  laws  would  force  periodic  reassessment  of  the  need  for 
Government  programs  and  agencies  and  require  concrete  justifi- 
cation for  their  continuance  beyond  a  certain  date. 

Sunset  would  be  a  useful  means  by  which  it  could  be  determined 
if  regulations  overlapped,  conflicted  or  were  unnecessary. 
Priorities  and  circumstances  change:" with  a  sunset  review  procedure, 
regulations  no  longer  needed  or  proving  to  be  unworkable  could  be 
deleted.  This  would  lead  to  a  reduction  in  Federal  spending  and 
with  fewer  regulations  atid/or  agencies  perhaps  there  would  arise 
a  better  co-operation  between  the  various  agencies  and  a  better 
implementation  of  Federal  programs. 

Sunset  would  make  Congress  accountable  for  the  regulations  issued 
by  an  agency.  This  should  lead  to  more  concise  drafting  of 
legislation,  rather  than  Congress  setting  out  a  broad  outline  of 
policy  which  is  interpreted  and  implemented  by  the  agencies.   In 
essence,  sunset  would  mandate  legislative  oversight  of  on-going 
Government  activities.  This  would  also  make  it  necessary  to 
have  a  compilation  of  existing  programs  --  such  a  listing  is 
practically  impossible  to  obtain  as  matters  stand  now. 

The  proliferation  of  agency  rules  and  regulations  has  increased 
at  an  alarming  rate  in  recent  years.  The  effect  of  these  regula- 
tions is  to  overburden  the  small  business  owner.   Is  it  not  time 
to  reviev;  such  programs  if  the  economic  effect  is  forcing 
American  small  businesses  out  of  business? 


RESOLVED 

The  Small  Business  Legislative  Council  urges  the  use  of  sunset 
provisions  and  Congressional  review  of  the  effectiveness  of 
existing  programs  in  all  cases.   Regulations  have  dealt  a  heavy 
financial  blow  to  the  small  business  concnunity.  Sunset 
provisions  can  aid  small  business'  recovery. 
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The  position  paper  --  Curbing  Regulatory  Abuse  By  Congressional  Veto 
is  supported,  as  of  this  date,  by  47  members  of  the  Small  Business 
Legislative  Council : 


American  Association  of  Nurserymen 
Washington,  D.C. 

American  Textile  Machinery  Association 
Vi'ashington,  D.C. 

Association  of  Diesel  Specialists 
Kansas  City,  Missouri 

Association  of  Physical  Fitness  Centers 
Bethesda,  Maryland 

Automotive  Warehouse  Distributors 
Association 
Kansas  City,  Missouri 

Building  Service  Contractors 
Association  International 
McLean,  Virginia 

Business  Advertising  Council 
Cincinnati,  Ohio 

Christian  Booksellers  Association 
Colorado  Springs,  Colorado 

Direct  Selling  Association 
Washington,  D.C. 

Eastern  Manufacturers  and  Importers 
Exhibit,  Inc. 
New  York,  New  York 

Electronic  Representatives  Association 
Chicago,  Illinois 

Furniture  Rental  Association  of  America 
Washington,  D.C. 

Independent  Bakers  Association 
Washington,  D.C. 

Independent  Business  Association  of 
Washington 
Bellevue,  Washington 

Independent  Sewing  Machine  Dealers 
of  America,  Inc. 
Milliard,  Ohio  ■ 

International  Franchise  Association 
Washington,  D.C. 

Institute  of  Certified  Business       , 
Counselors 
Lafayette,  California 

Machinery  Dealers  National  Association 
Silver  Spring,  Maryland 

Manufacturers  Agents  National  Association 
Irvine,  California 

Marking  Device  Association 
Evanston,  Illinois 


Menswear  Retailers  of  America 
Washington,  D.C. 

Narrow  Fabrics  Institute,  Inc. 
New  Rochelle,  New  York 

National  Association  for  Child 
Development  &  Education 
Washington,  D.C. 

National  Association  of  Brick  Distributors 
McLean,  Virginia 

National  Association  of  Floor  Covering 
Distributors 
Chicago,  Illinois 

National  Association  of  Plastics 
Distributors 
Devon,  Pennsylvania 

National  Association  of  Retail  Druggists 
Washington,  D.C. 

National  Concrete  Masonry  Association 
Herndon,  Virginia 

National  Family  Business  Council 
West  Bloomfield,  Michigan 

National  Home  Furnishings  Association 
Washington,  D.C. 

National  Home  Improvement  Council 
New  York,  New  York 

National  Independent  Dairies  Association 
Washington,  D.C. 

National  Independent  Meat  Packers 
Association 
Washington,  D.C. 

National  Insulation  Contractors 
Association 
Washington,  D.C. 

National  Office  Machine  Dealers 
Association,  Inc. 
Zanesville,  Ohio 

National  Office  Products  Association 
Alexandria,  Virginia 

National  Paper  Box  Association 
Haddonfield,  New  Jersey 

National  Paper  Trade  Association,  Inc. 
New  York,  New  York 

National  Parking  Association 
Washington,  D.C. 

National  Patent  Council ,  Inc. 
Arlington,  Virginia 
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National  Pest  Control  Association        National  Tool,  Die  &  Precision 
Vienna,  Virginia  Machining  Association 

Washington,  D.C, 
National  Precast  Concrete  Association 

Indianapolis,  Indiana  Printing  Industries  of  Anierica,  Inc, 

Arlington,  Virginia 
National  Small  Business  Association 
Washington,  D.C.  Sheet  fletal  &  Air  Conditioning 

Contractors  Associa.tion 
National  Tire  Dealers  &  Retreaders         Vienna,  Virginia 
Association,  Inc. 
Washington,  D.C. 


CURBING  REGULATORY  ABUSE  BY  CONGRESSIONAL  VETO 


As  part  of  its  oversight  function.  Congress  has  the  duty  to 
determine  whether  the  agencies  it  has  created  are  issuing  rules 
and  regulations  contrary  to  law,  inconsistent  with  legislative 
intent,  and  going  beyond  the  statute  it  is  supposed  to  implement. 

When  an  agency  does  commit  abuse,  the  damage  to  small  business 
subject  to  such  rule  or  regulation  may  be  irrevocable.  Therefore 
a  review  period  of  60  days  or  longer  is  essential. 

Here  are  some  of  the  reasons  why  Congress  should  exercise  veto 
power  over  proposed  regulations: 


testiry  in  KuieniaKing  proceeaings  {v.l. 
Commission  continually  ignores  the  law. 


*in  spite  or  the  tact  tnat  tne  congress  or  une  umtea 
States  has  ordered  the  FTC  to  afford  opportunity  for 
oral  presentations  to  all  parties  desiring  to 
testify  in  Rulemaking  proceedings  (P.L.  93-636),  the 

rnmmicCTnn     rnn  t  t  nr  tA  1  1  \/     innriroc     tho     1  ^\jj 


*The  Magnuson-Moss  FTC  Improvement  Act  authorized  the  FTC 
to  designate  those  acts  or  practices  which  would  be 
henceforth  deemed  unfair  or  deceptive  on  an  industry-by- 
industry  basis. 

There  are  now  many  Rulemaking  proceedings  being  conducted  by  the 
FTC  in  various  stages  of  completion.  Uniformly,  these  Rulemaking 
proceedings  are  directed  at  small  business  and  its  customers.  The 
impact  of  these  Rules  when  enacted  will  create  unfair  and  unnec- 
essary economic  hardships  to  countless  small  business  enterprises 
which  lack  the  resources  to  represent  themselves  effectively 
against  the  institutional  attack  that  tends  to  undermine  their  very 
existence.  Congress  has  warned  the  Coninission  concerning  this  very 
eventuality,  and  had  built  into  the  text  of  the  law  a  requirement 
that  the  FTC  promulgate  "a  statement  as  to  the  economic  effect  of 
the  rule,  taking  into  account  as  to  the  economic  effect  on  small 
business  and  consumers."  This  statement  of  the  competitive  impact 
of  the  proposed  Rule  on  small  scale  enterprise  should  be  made  when 
the  promulgation  of  the  Rule  is  initially  proposed.  Such  competitive 
impact  statements  should  also  be  subject  to  administrative  fact  find- 
ing and  require  a  full  opportunity  for  judicial  review  as  an  essential 
pre-condition  to  the  adoption  of  such  a  Rule. 
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The  need  for  overseeing  the  bureaucracy  and  its  regulatory 
activities  and  for  action  to  curb  abuses  of  such  activities  is 
widely  recognized.  President  Carter  has  named  a  Regulatory  Council 
for  the  express  purpose  of  reforming  regulatory  procedures,  and 
eliminating  areas  of  duplication,  overlap  and  inconsistency. 

However,  more  needs  to  be  done.  The  Regulatory  Council  is  composed 
of  representatives  of  the  Executive  branch  regulatory  agencies  and 
departments,  but  has  no  authority,  pov/er  or  relevancy  to  the 
regulatory  activities  of  the  independent  regulatory  agencies  which 
are  not  a  part  of  the  Executive  branch  of  the  government,  and  are 
not  subject  to  oversight,  supervision'or  direction  from  the 
President  or  any  of  the  departments  under  his  control.  Consequently, 
these  independent  regulatory  agencies,  as  arms  of  the  Congress,  have 
only  one  overseer:  The  Congress. 


RESOLVED 

Small  Business  Legislative  Council  supports,  IN  PRINCIPLE,  the 
establishment  of  a  uniform  procedure  for  Congressional  review  of 
the  activities  and  regulations  of  "independent  regulatory"  agencies 
(those  agencies  which  are  not  in  the  Executive  branch  but  are  arms 
of  Congress,  such  as  the  ICC,  FTC,  FCC,  SEC,  CAB,  and  FRB)  which 
may  be  contrary  to  law  or  inconsistent  with  Congressional  intent, 
and  permitting  either  the  House  of  Representatives  or  the  Senate  to 
prevent  an  objectionable  regulation  from  going  into  effect  by  passage 
of  a  simple  resolution. 

[Whereupon,  at  5  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene upon  the  call  of  the  Chair.] 


SUNSET,  SUNRISE,  AND  RELATED  MEASURES 


FRIDAY,  JULY  13,  1979 

House  of  Representatives, 
Subcommittee  on  the  Legislative  Process, 

Committee  on  Rules, 

Washington,  D.C. 

The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  in  room 
H-313,  the  Capitol,  Hon.  Gillis  W.  Long  (chairman  of  the  subcom- 
mittee) presiding. 

Present:  Representatives  Long,  Derrick,  and  Beilenson. 

Mr.  Long.  The  subcommittee  will  come  to  order. 

OPENING  STATEMENT  OF  HON.  GILLIS  W.  LONG,  CHAIRMAN 
OF  THE  SUBCOMMITTEE  ON  THE  LEGISLATIVE  PROCESS 

Mr.  Long.  This  morning's  meeting  is  the  sixth  in  the  subcommit- 
tee's series  of  hearings  on  sunset,  sunrise,  and  related  measures. 

During  our  hearings  to  date,  the  inclusion  or  exclusion  of  tax 
expenditures  in  the  coverage  of  these  proposals  has  sparked  great 
controversy.  Proponents  of  sunset  within  the  business  community 
back  away  from  their  support  unless  tax  expenditures  are  ex- 
cluded. 

A  number  of  other  interest  groups  feel  equally  strongly  that  tax 
expenditures  must  be  included  if  the  legislation  is  to  be  meaning- 
ful. 

Regardless  where  one  stands,  the  growth  of  tax  expenditures  in 
recent  years  cannot  be  denied.  The  Congressional  Budget  Office 
estimates  that  revenue  losses  attributable  to  tax  expenditures  in 
1979  to  be  $150  billion.  By  1984,  CBO  estimates  that  amount  will 
rise  to  $269  billion. 

While  one  should  not  place  too  much  emphasis  on  these  rough 
estimates,  the  trend  is  clear. 

This  chart,  prepared  by  CBO,  shows  tax  expenditures  tripling  in 
the  9-year  period  of  1975  to  1984.  This  is  an  average  annual  rate  of 
growth  of  12.5  percent.  Direct  spending,  by  comparison,  grows  at 
an  annual  rate  of  8.2  percent  over  the  same  period. 

This  data  indicates  that  for  a  comparable  period,  tax  expendi- 
tures are  growing  at  an  annual  rate  that  is  50  percent  higher  than 
the  rate  for  direct  spending  programs.  This  is  a  significant  trend. 

While  one  can  criticize  the  total  tax-expenditure  figures  as  not 
taking  into  account  indirect  effects,  this  criticism  also  applies  to 
direct  spending  figures.  The  important  aspect  to  note  is  not  the 
totals,  but  the  trend  line.  Topsy  has  indeed  grown  to  be  a  big  baby. 

We  have  found  that  the  sheer  number  of  Federal  programs  poses 
major  problems  for  congressional  review  of  direct  spending.  If  not  a 
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problem  already,  this  may  soon  become  true  of  review  of  tax  ex-       I 
penditures  as  well.  1 

Having  had  an  opportunity  to  read  the  statements  of  two  of  our 
witnesses  today,  I  think  they  share  the  view  that  the  definitional 
problems  are  substantial.  We  hope  today's  witnesses  will  shed  light 
on  both  the  merits  and  mechanics  of  tax  expenditure  review. 

Our  first  witness  is  our  distinguished  colleague,  the  ranking 
minority  member  of  the  Committee  on  Ways  and  Means,  Repre- 
sentative Barber  Conable.  Few  in  Congress  understand  this  area  of 
policy  better  than  the  able  Member  from  New  York.  Members  from 
both  sides  of  the  aisle  respect  his  judgment  and  call  on  his  advice. 

I  received  yesterday  a  letter  on  this  same  subject  signed  by  both 
the  distinguished  chairman  of  Ways  and  Means,  and  our  witness 
today.  A  copy  of  it  has  been  placed  in  the  members'  folders  and 
without  objection  I  will  make  it  part  of  the  record. 

[The  letter  referred  to  follows:] 
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COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 
WASHINGTON,  D.C    20SI5 

TELEPHONE  (ZSQ  iO-KO 

July  12,    1979 


JOHN  M.  MAITT1N.  M^  OmMW 
J,  p.  KAKAM.  A«3I»T***T  CHIO 
JOHN  K.   MKAOHUI.   HlMOMfTY 


The  Honorable  Gillis  Long 
Chairman,  Subcommittee  on  the 

Legislative  Process 
Committee  on  Rules 
U.S.  House  of  Representatives 

Dear  Mr.  Chairman: 

We  are  writing  with  reference  to  two  bills,  H.R.  2  and 
H.R.  65,  which  would  provide  a  specific  legislative  review 
mechanism  with  respect  to  tax  expenditures  and  which  your 
subcommittee  is  considering.   H.R.  2  would  do  so  by  mandating 
a  Congressional  review  of  all  tax  expenditures  according  to  a 
fixed  schedule  over  the  next  ten  years.   H.R.  65  would  operate 
prospectively  by  requiring  a  complete  explanation  of  the  reasons 
for  changing  existing  tax  expenditures  or  enacting  new  ones 
and  a  five-year  sunset  provision  for  all  new  or  increased  tax 
expenditures. 

We  have  requested  an  opportunity  to  testify  against  these 
bills,  but  in  the  meantime  we  would  like  to  share  with  you  our 
very  serious  concerns  about  these  proposals  and  the  general 
concept  of  "sunset"  for  tax  expenditures.   We  think  enactment 
of  such  legislation  would  be  contrary  to  sound  tax  policy,  sound 
economic  policy  and  the  national  interest. 

Prior  attempts  to  sunset  tax  expenditures 

Let  us  refresh  your  recollection  as  to  an  historical  fact. 
One  of  the  first  legislative  efforts  to  apply  a  sunset  to  all 
tax  expenditures  was  sponsored  by  Chairman  Wilbur  Mills  and 
was  introduced  in  the  92nd  Congress  as  H.R.  15230  (the  Tax 
Policy  Review  Act  of  1974).   An  identical  bill,  S,  3657,  was 
introduced  in  the  Senate  by  Majority  Leader  Mike  Mansfield. 

Those  bills  would  have  applied  specific  sunset  dates  to 
54  provisions  of  the  Internal  Revenue  Code — 18  provisions  in 
each  of  three  successive  years.   Although  no  action  was  taken 
in  1972  by  either  the  House  Committee  on  Ways  and  Means  or  the 
Senate  Finance  Committee,  the  sponsors  originally  intended  to 
reintroduce  the  bill  in  the  next  Congress.   However,  xn  the 
period  between  the  introduction  of  the  Mills-Mansfield  bill  and 
the  start  of  the  next  Congress,  a  literal  firestorm  of  protest 
mail  reached  the  sponsors,  the  Committee  on  Ways  and  Means  and 
other  members  of  Congress.   The  protests  came  from  individuals 
and  representatives  of  a  broad  variety  of  activities,  but  among 
the  major  protestors  were  religious  and  charitable  foundations 
and  educational  and  cultural  institutions,  as  well  as  homeowners, 
social  security  recipients  and  State  and  local  governments.   With 
respect  to  charitable  contributions,  it  was  feared  that  a  sunset 
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'on  the  charitable  contributions  deduction,  if  enacted,  would 
mean  ultimate  denial  of  the  deductions  for  charitable  contributions 
given  to  those  institutions,  which  would  discourage  contributions 
to  them.   Their  opposition  to  the  proposal  was  violent  and 
continuing. 

Let  us  emphasize:   All  the  tax  provisions  listed  under  the 
budget  classification  of  xncome  security  in  the  Committee's 
annual  report  on  tax  expendxtures  affect  individual  taxpayers. 
The  list  includes  the  exclusion  from  income  of  all  benefits 
under  the  social  security  and  railroad  retirement  benefits, 
the  exclusion  from  income  of  contributions  by  employers  and  the 
self-employed  for  pensions,  health  insurance  and  supplementary 
unemployment  benefits,  the  exclusion  of  interest  on  life  insurance 
savings  from  income,  and  the  additional  personal  exemptions 
for  the  blind  and  elderly.  Any  uncertainty  about  the  continuation 
of  these  provisions  would  be  reflected  in  a  repetition  of  the 
protests  generated  by  the  Mills-Mansfield  bill  in  1972. 

Similarly,  interest  payments  received  from  State  and  local 
governments  on  their  issues  of  general  obligation  and  revenue 
bonds  are  exempt  from  Federal  income  tax  and  also  are  classified 
as  tax  expenditures.   These  governments  zealously  protect  what 
they  believe  to  be  the  constitutional  immunity  of  this  form  of 
income  from  Federal  tax.   Scheduling  a  sunset  review  of  the 
code  section  which  provides  for  this  immunity  will  raise  the 
threat — in  the  view  of  the  State  and  local  governments — of 
rampant  central  government. 

H.R.  2 


We  strongly  oppose  in  no  uncertain  terms  the  provisions  in 
H.R.  2  dealing  with  tax  expenditures.   It  would  be  a  serious 
error  to  conclude  that  "sunset"  legislation  is  necessary  to 
ensure  that  Congress  periodically  reviews  and  evaluates  the 
provisions  in  the  Internal  Revenue  Code  which  are  considered 
to  be  tax  expenditures.   Since  1960,  there  have  been  10  major 
revenue  acts.   The  Tax  Reform  Acts  of  1969  and  197  6  involved  major 
steps  to  reduce  tax  shelters  and  other  forms  of  tax  advantage. 
The  Revenue  Acts  of  J.962,  1964,  1968,  1971  and  1975  involved 
some  general  tax  reduction  and  other  changes  in  the  tax  laws. 
Some  of  the  changes  tightened  and  others  loosened  tax  expenditure 
provisions,  but  as  part  of  the  legislative  process  many  tcix 
expenditure  provisions  were  reviewed  and  evaluated.   For 
example,  the  Revenue  Acts  of  1965  and  1966  involved  changes  in 
tax  rates  and  the  timing  for  making  tax  payments,  but  other 
tax  provisions  were  examined  by  the  Committee  on  Ways  and  Means 
when  it  marked  up  those  bills,  even  though  they  were  not  included 
in  the  enacted  legislation.   In  other  words,  when  the  Committee 
on  Vlays   and  Means  marks  up  a  major  tax  bill,  many  more  tax 
provisions  than  those  in  the  reported  bill  are  reviewed  in  terms 
of  their  own  merits  and  their  relevance  as  alternative  ways  to 
realize  the  general  purpose  of  the  bill. 

There  are  other  serious  problems  associated  with  the  concept 
of  a  general  sunset  requirement  for  provisions  of  the  tax  law. 
Individual  as  well  as  business  taxpayers  would  simply  not  be 
able  to  plan  their  activities  if  all  the  so-called  tax  expenditures 
had  a  general  sunset.   These  results  come  from  the  general  tax 
structure,  such  general  business  incentives  as  the  investment 
tax  credit  and  accelerated  depreciation,  plus  various  other 
provisions  which  have  narrower  applications  affecting  specific 
industries.   However,  the  prospect  that  these  provisions  may 
not  be  available  in  the  future  could  adversely  affect  business 
decision  making  because  major  investment  projects  require. long 
lead  times,  often  in  excess  of  5  years,  from  the  start  of 
planning  to  when  the  investment  is  placed  in  service.   This 
type  of  uncertainty  with  respect  to  major  tax  provisions  would 
have  a  destabilizing  effect  on  the  economy  in  general  and  could 
have  a  devastating  effect  on  particular  industries. 
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Business  uncertainty  whether  the  investment  credit  and 
accelerated  depreciation  will  be  available  doubtlessly  will 
result  in  reduced  investment  until  the  doubt  has  been  resolved. 
Since  the  most  logical  structure  for  reviewing  tax  expenditures 
cannot  assure  that  other  problems  will  be  avoided,  a  tax 
expenditure  sunset  review  could  exacerbate  decline  in  business 
investment  if  the  sunset  review  coincides  with  a  drop  in  investment 
spending  resulting  from  a  recession  attributable  to  events 
entirely  independent  of  the  sunset  review.   In  that  situation. 
Congress  also  would  be  at  odds  with  itself  about  what  kind  of 
countercyclical  fiscal  action  should  be  taken.   Under  all  these 
circumstances,  severe  adverse  economic  reactions  could  result, 
contrary  to  the  national  interest. 

To  illustrate  further:   the  coincidence  of  a  housing  shortage 
and  the  scheduled  sunset  review  of  the  mortgage  interest  deduction 
would  discourage  housing  starts  by  builders  and  individuals 
from  applying  for  mortgages,  at  the  very  time  when  the  reverse 
action  should  be  encouraged.   Not  only  would  the  housing  shortage 
be  extended  into  the  future,  but  far  fewer  individuals  would 
take  the  risk  of  homeownership  if  the  availability  of  the  mortgage 
interest  deduction  were  in  doubt.  Since  homeownership  is  a 
long-standing  national  goal,  the  sunsetting  of  those  provisions 
-which  relate  to  it  would  be  in  direct  conflict  with  that  goal. 

H.R.  65 

H.R.  65  is  no  improvement  on  H.R.  2  and  should  be  rejected. 
It  mandates  review  of  new  budget  authority,  as  v/ell  as  any  new 
tax  expenditures,  and  requires  that  each  committee  report  on 
a  bill  which  contains  new  tax  expenditures  or  new  budget  authority 
present  a  detailed  statement  in  support  of  the  committee  decision. 
The  bill  specifies  the  types  of  analysis  which  must  be  made  and 
described  in  committee  reports.   This  procedure  reinforces  a 
current  trend  in  the  House  through  which  the  information  used 
to  make  a  committee  decision  becomes  available  to  other  members 
of  the  House,  who  then  can  go  through  the  reasoning  process 
used  by  the  committee  members. 

As  far  as  committee  reports  on  tax  legislation  are  concerned, 
it  would  appear  that  the  requirements  in  H.R.  65  would  present 
the  fewest  problems  and  could  be  included  in  the  Ways  and  Means 
Committee  reports.   We  should  point  out,  however,  that  much  of 
that  information  regarding  any  new  or  increased  tax  expenditures 
is  now  included  in  our  committee  reports  accompanying  tax 
bills  as  required  under  existing  House  rules.   Moreover,  for 
each  tax  provision  in  a  tax  bill,  the  Committee  on  Ways  and 
Means  presents  an  analysis  which  covers  present  law,  reasons 
for  change,  explanation  of  the  provision,  effective  date  and 
revenue  effect.   This  gives  the  Members  of  the  House  a  detailed 
analysis  of  the  Committee  provision  and  how  it  will  affect  the 
tax  system  in  comparison  to  present  law,  as  well  as  hov;  it 
will  affect  the  receipts  of  the  Federal  Treasury. 

On  the  other  hand,  H.R.  65  requires  that  all  new  or  increased 
tax  expenditures  may  be  considered  only  when  they  include  5-year 
sunset  provision.   This  is  like  saying  a  little  poison  is  better 
than  more  poison.   We  are  adamantly  opposed  to  the  concept  of 
a  mandatory  expiration  date  for  each  tax  incentive  that  is 
enacted  by  Congress.   The  basic  reasons  for  our  opposition  are 
the  same  as  those  raised  against  the  sunset  requirements  in 
H-R.  2.   It  simply  is  not  possible  to  schedule  a  review  of  tax 
provisions  without  causing  grave  disruptions  to  the  economy 
and  the  industries  affected  in  the  months  before  the  scheduled 
legislative  review  because  the  businesses  and  individuals 
involved  have  no  choice  but  to  anticipate  an  adverse  congressional 
response.   The  businesses  and  individuals  who  will  be  affected 
will  not  be  able  to  plan  ahead  because  they  will  have  no  idea 
whether  a  tax  incentive  will  continue  to  be  available  or  what 
form  or  shape  it  will  have  in  the  future.   The  uncertainties 
of  the  future  with  which  all  business  decisions  must  wrestle 
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"are  severe  enough.   The  decision  makers  do  not  need  to  have  these 
uncertainties  compounded  by  a  complex  of  tax  incentives  mounted 
on  a  jelly  mold. 

Congressional  Budget  Act  requirements 

In  addition,  it  should  be  acknowledged  that  the  process 
established  by  the  Congressional  Budget  Act  already  limits  the 
ability  to  enact  new  tax  expenditures;  and  at  the  same  time, 
it  forces  reassessment  of  existing  tax  expenditures.   Targets 
for  budget  receipts  which  are  established  in  each  congressional 
budget  resolution  preclude  the  tax  committees,  and  all  the 
members  of  Congress,  from  a  "free-wheeling"  approval  of  new 
tax  expenditures.   The  increasing  concern  expressed  about  continuing 
budget  deficits  not  only  supports  the  resistance  against  new 
tax  expenditures,  but  it  also  encourages  the  Ways  and  Means 
Committee  to  identify  and  eliminate  tax  expenditures  which 
provide  tax  incentives  that  no  longer  can  be  justified  in  the 
current  economic  setting. 

Conclusion 

As  we  have  discussed  above,  we  do  not  believe  that  it  is 
necessary,  appropriate,  wise,  or  sound  public  policy  to  mandate 
that  all  tax  expenditure  provisions  have  specified  "sunset"  dates 
in  order  for  the  tax  committees  in  Congress  effectively  to  review 
and  evaluate  the  validity  or  usefulness  of  the  particular  tax 
provisions.   Current  Budget  Act  provisions  require  an  annual 
publication  of  revenue  estimates  of  tax  expenditure  provisions 
and  5-year  projections  of  such  estimates.   Further,  the  Ways 
and  Means  Committee  and  other  House  committees  have  been  conducting 
more  oversight  hearings  and  reviews  of  various  tax  provisions 
(including  the  important  question  of  the  administrative  impact 
of  tax  provisions)  in  recent  years.   (For  example,  on  July  9 
and  10,  1979,  joint  hearings  were  held  by  the  House  Budget 
Committee's  Task  Force  on  Tax  Expenditures  and  the  Ways  and 
Means  Oversight  Subcommittee  on  the  impact  of  medical  tax 
expenditures  on  health  insurance  costs  and  coverage.)   Therefore, 
we  urge  in  the  strongest  terms  that  your  subcommittee  not  legislate 
a  mandatory  schedule  for  sunsetting  tax  expenditure  provisions. 
Finally,  we  request  that  before  any  markup  decisions  are  made 
by  your  subcommittee,  that  we  be  afforded  the  opportunity  to 
discuss  the  specific  language  of  H.R.  2  and  H.R.  65  with  you 
and  your  staff. 

We  appreciate  your  consideration  of  our  serious  concerns 
regarding  the  concept  of  a  sunset  on  tax  expenditures  and  the 
specific  provisions  of  these  pending  bills. 


Sincer 


/  *V-6wrf'   ^v-MJlCv, 


Barber  B.  Conable,  Jr.         Al  (Jllman 
Ranking  Minority  Member        Chairman 
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Mr.  Long.  Barber,  please  proceed  at  your  own  discretion. 

STATEMENT  OF  HON.  BARBER  CONABLE,  JR.,  A  REPRE- 
SENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  CoNABLE.  Thank  you,  Mr.  Chairman. 

Your  comments  lead  me  to  believe  that  I  have  arrived  at  the 
high  noon  of  these  sunrise-sunset  hearings. 

I  am  very  pleased  to  be  here.  I  think  I  could  be  numbered  among 
those  who  are  skeptical  about  the  appropriateness  of  a  rigid  sunset 
for  tax  expenditures. 

I  have  prepared  a  very  extensive  statement,  which  I  would  like 
to  have  put  in  the  record.  I  have  talking  points  to  use  this  morning 
in  highlighting  that  statement. 

Mr.  Long.  The  statement  will  be  received  in  the  record. 

Mr.  CoNABLE.  I  appreciate  your  receiving  it. 

Now,  certainly  periodic  review  of  the  way  our  tax  laws  work  is  a 
good  thing.  Some  tax  preferences  can  become  historic  only,  because 
our  economy  changes  quite  rapidly.  It  is  axiomatic — that  change  is 
part  of  the  order  of  things. 

If  our  tax  structure  has  become  historic  and  anachronistic  in  any 
way,  it  obviously  is  a  drag  on  the  economy,  or  creates  distortions  in 
it  which  are  unnecessary. 

We  are  pretty  well  committed  to  the  idea  that  there  will  be 
preferences,  and  tax  incentives,  built  into  our  code  that  go  beyond 
the  simple  recovery  of  the  money  needed  by  the  Government  to 
pay  for  the  costs  of  goods  and  services  provided  by  the  Govern- 
ment. 

My  opposition  to  sunsetting  tax  expenditures  should  not  be  inter- 
preted to  be  an  opposition  to  constant  review  of  the  tax  laws  to  be 
sure  they  reflect  current  economic  reality.  They  should  do  that, 
and  that  means  you  have  got  to  have  tax  writing  committees  that 
are  willing  to  spend  a  substantial  part  of  their  time  in  oversight 
activities. 

The  requirement  that  the  review  be  triggered  by  an  automatic 
termination  provision  I  think,  however,  would  be  a  mistake.  I  am 
viewing  that  primarily  from  a  historical  point  of  view.  I  have  seen 
efforts  to  do  that  in  the  past,  and  they  have  been  disastrous. 

The  one  difficulty  with  this  is  if  you  are  sunsetting  only  those 
items  defined  as  tax  expenditures  by  the  current  scholars  in  this 
field,  you  are  ignoring  other  important  areas  needing  review,  and 
it  would  be  desirable  not  to  limit  the  review  of  the  tax  laws  only  to 
those  things  technically  defined  as  tax  expenditures  as  such. 

Now,  even  the  possibility  of  automatic  termination  causes  uncer- 
tainty for  consumers  and  investors  that  have  serious  economic 
consequences.  Tax  incentives  depend  upon  voluntary  action  by  the 
private  sector. 

Taxpayers  are  generally  conservative  in  their  response  to  incen- 
tives. In  other  words,  the  minute  you  put  a  new  provision  in  the 
tax  code  to  try  to  encourage  investment  in  some  area,  you  don't  get 
an  automatic  opening  of  a  faucet  and  a  flowing  of  funds  into  that 
area.  People  have  to  plan. 

Once  they  have  adjusted  to  a  new  incentive,  the  public  tends  to 
consider  it  expropriation  if  the  incentive  is  withdrawn.  People  are 
constantly  saying: 
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I  went  into  this  on  reliance  on  the  tax  code,  the  way  it  was,  and  now  you  have 
withdrawn  this  preference,  and  that  is  dishonest.  You  have  violated  the  social 
contract  in  some  way. 

So  the  first  point  to  be  made  is  that  turning  these  things  on  and 
off  is  not  as  easy  as  is  Government  expenditure  itself.  Goodness 
knows  we  know  that  is  difficult  enough,  but  that  at  least  is  within 
our  control. 

Where  you  are  relying  on  incentives  and  voluntary  action  on  the 
part  of  the  private  sector,  there  is  a  time  lag  and  there  is  an 
element  of  reliance  that  makes  these  things  very  difficult  to  termi- 
nate abruptly,  or  to  put  a  rigid  termination  point  on. 

Now,  I  am  sure  you  have  heard  already  about  the  Mills-Mans- 
field bill  in  1972.  Chairman  Mills  was  being  chided  by  some  of  his 
colleagues  as  being  against  reform  at  that  point. 

We  had  embarked  on  a  long  series  of  reforms,  but  only  in  1969, 
and  at  that  point  people  were  saying  the  real  reason  that  the  tax 
code  is  an  anachronism  is  that  Chairman  Mills  is  not  for  tax 
reform. 

He  said,  "All  right,  I  will  prove  I  am  for  it.  I  will  put  in  a  bill 
that  would  automatically  terminate  over  3  years  hence  54  items  of 
tax  preference."  He  took  the  big  ones — you  know,  the  preferences 
for  home  ownership  and  charitable  contributions,  all  the  ones  that 
are  part  of  the  American  way  in  the  view  of  anybody  who  has  ever 
claimed  such  a  deduction,  and  said  these  will  be  terminated  3  years 
from  now,  and  that  is  our  assurance,  my  assurance  to  the  public 
and  to  all  those  scoffers  out  there  who  don't  think  I  am  a  reformer, 
that  we  will  review  these  preferences  during  that  3-year  period. 

We  will  review  a  third  of  them  every  year  for  3  years,  and  that  is 
one  way  of  insuring  that  there  will  be  a  sunset,  unless  there  is  an 
extension  by  affirmative  action  of  the  committee.  He  persuaded 
Mike  Mansfield  to  go  into  that  bill  with  him. 

Mike  Mansfield  always  claimed  that  he  hasn't  really  understood 
the  nature  of  the  bill,  and  that  his  name  had  been  put  on  without 
his  permission.  Within  10  days  Wilbur  Mills  had  repudiated  it.  The 
reasons  were  that  this  is  an  area  fraught  with  serious  consequences 
in  the  view  of  public. 

As  a  matter  of  fact,  we  are  still  getting  mail  from  people  who 
have  heard  the  old  echos  of  the  Mills-Mansfield  bill  and  think  that 
their  preferences  are  going  to  be  withdrawn. 

Somebody  wrote  a  newsletter  to  the  Baptists  of  America,  and 
during  the  next  year  I  got  over  2,000  letters  from  all  over  the 
country  saying  that  the  Government  had  turned  Godless  because  of 
the  Mills-Mansfield  bill,  because  somebody  said  that  there  was  a 
provision  that  was  going  to  terminate  within  3  years  the  charitable 
contributions  deduction. 

Well,  Mills,  in  other  words,  was  so  impressed  with  the  problems 
created  by  the  mere  introduction  of  his  bill — mark  you,  it  was  not 
in  hearings  or  anything  else — that  he  withdrew  it  saying,  and  I 
quote: 

I  am  not  sure  reform  can  best  be  achieved  using  automatic  termination  proce- 
dures. Despite  assurances  that  Congress  would  examine  each  provision  most  careful- 
ly and  take  appropriate  action  before  the  specified  termination  date,  some  have 
misconstrued  the  purpose  of  the  automatic  termination  dates  with  the  result  that 
their  enactment  might  create  uncertainties  and  undesirable  economic  effects  incon- 
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sistent  with  one  of  the  major  objectives  of  tax  reform,  a  prosperous  and  vigorous 
economy. 

Now,  I  have  a  bill  that  Jimmy  Jones  and  I  have  just  put  in,  and 
we  are  urging  cosponsorship — we  would  appreciate  any  of  the 
members  of  the  committee  who  would  like  to  cosponsor  or  to  join — 
which  is  an  example  of  how  automatic  termination  dates  could 
undermine  the  effectiveness  of  a  tax  incentive. 

This  bill  will  allow  fast  and  simple  writeoff  of  depreciation  of 
buildings  equipment  and  vehicles.  Most  analysts  believe  it  will 
have  a  substantial  impact  in  reviving  our  Nation's  productive  ca- 
pacity and  helping  us  regain  our  competitive  position  in  the  world 
economy. 

If  it  is  subject  to  the  possibility  of  termination  in  a  fixed  period 
of  time,  it  will  backfire.  Only  people  who  are  planning  to  expand  or 
invest  anyway  would  benefit  from  the  new  provisions. 

The  reluctant  potential  investors  we  are  trying  to  reach,  to  en- 
courage and  stimulate,  would  hang  back  because  they  would  not  be 
certain  that  the  provision  would  continue  long  enough  for  them  to 
take  advantage  of  it. 

Secretary  Blumenthal  made  the  same  point  when  he  testified 
before  the  Senate  Committee  on  Governmental  Affairs  in  1977. 
Recalling  his  extensive  experience  in  the  business  world  he  imag- 
ined his  response  as  a  corporate  executive  responsible  for  a  hypo- 
thetical investment  in  coal,  for  instance: 

Substantial  capital  risk  is  involved,  lots  of  money  would  have  to  be  put  up  and  a 
long  payout.  I  have  to  take  into  account  in  my  discounted  cash  flow  calculation 
whether  I  am  going  to  have  a  return  on  this  and  should  take  the  risk  and  that  5 
years  from  now  the  tax  benefit  ends. 

Knowing  what  I  do  about  the  strange  and  mysterious  and  unpredictable  ways  of 
Congress,  I  mean  it  seriously,  you  just  don't  know  what  will  happen,  you  know  that 
an  allowance  ends  at  a  certain  period  of  time  which  means  there  has  to  be  new 
legislation  passed  and  all  kinds  of  amendments,  all  kinds  of  changes  can  occur  at  a 
time  when  it  comes  up. 

Here  I  am  considering  whether  to  put  up  $100  million  or  $200  million,  and  I  am 
calculating  whether  the  money  that  I  am  investing  will  give  me  the  return.  I  know  I 
can  only  count  on  5  years.  I  would  certainly  want  a  higher  return  because  I  would 
have  to  say  there  is  a  greater  risk  *  *  * 

if  there  is  a  termination  date  on  it. 

Now,  what  the  Secretary  was  saying  and  what  my  other  two 
examples  indicate  is  clear.  People  are  not  going  to  respond  to  tax 
provisions  unless  they  have  every  reasonable  expectation  of  stabil- 
ity and  long-term  continuity  in  those  provisions. 

Some  have  suggested  that  automatic  termination  would  increase 
the  stability  of  tax  measures  because  they  would  be  good  for  at 
least  the  period  of  time  set  out,  10  years,  let's  say. 

I  think  that  is  wrong.  Changes  could  come  at  any  time  within 
the  10-year  period,  and  have  been  known  to  do  that.  With  automat- 
ic termination  we  are  artificially  creating  one  more  moment  of 
jeopardy  that  would  occur  through  the  normal  legislative  and  over- 
sight processes. 

I  am  dubious  about  the  creation  of  another  set  of  artificial  proce- 
dures that  are  supposed  to  force  Congress  to  do  something  it 
doesn't  want  badly  enough  to  do  anyway. 

Look  at  the  previous  attempts — the  Congressional  Budget  Act, 
the  Humphrey-Hawkins  legislation,  the  public  debt  limit.  Usually 
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the  most  notable  results  are  one,  more  staff;  two,  more  paperwork; 
and  three,  uncertainty. 

I  don't  think  the  Ways  and  Means  Committee  has  done  a  bad  job 
of  oversight.  While  not  every  single  provision  is  reviewed  during  a 
decade,  the  squeakiest  wheels  do  get  the  attention,  some  almost 
annually. 

Let  me  remind  you  of  some  recent  examples — DISC,  investment 
tax  credit,  the  effect  of  tax  expenditures  on  health  industry  infla- 
tion rates,  taxation  of  fringe  benefits,  employment  tax  credits, 
engaged  income  tax  credit. 

Right  now  we  are  hot  on  the  issue  of  tax  exempt  mortgage  bonds. 
The  list  is  much  longer.  We  have  been  very  busy  doing  just  what 
the  legislation  would  force  us  to  do.  So  what  we  would  gain  from 
automatic  termination?  Not  more  revenue. 

I  suspect  the  proponents  of  automatic  termination  are  disturbed 
that  after  reviewing  tax  provisions  we  decide  to  keep  so  many  of 
them  or  to  make  only  minor  adjustments.  Automatic  termination 
would  increase  the  jeopardy  for  tax  provisions. 

The  necessity  for  positive  action  by  a  date  certainly  would  give  a 
minority  of  Members  a  better  change  of  eliminating  provisions 
they  oppose  since  our  legislative  system  is  biased  toward  stopping 
legislation  rather  than  initiating  or  propelling  it. 

The  result  would  be  surprising.  It  might  turn  out  automatic 
termination  will  lead  to  automatic  reenactment  of  tax  provisions 
because  there  is  simply  not  enough  time  to  deal  with  the  urgent 
matters  of  the  day  and  to  review  20  percent  of  the  tax  code. 

An  accompanying,  result  might  be  that  the  increased  uncertainty 
generated  by  the  automatic  termination  provision  will  decrease 
revenues  and  make  it  harder  to  develop  precise  revenue  estimates. 

Everyone  seems  to  be  interested  in  balancing  the  budget.  In 
simplest  terms,  this  can  be  done  by  cutting  outlays  or  raising  taxes. 

Let's  not  make  the  mistake  of  thinking  that  if  we  cut  out  all  or 
most  of  the  tax  expenditures  we  would  generate  $150  billion  or  so 
in  revenues.  It  just  doesn't  work  this  way. 

Many  more  people  would  become  eligible  for  the  zero-bracket 
amount  if  some  tax  provisions  were  eliminated  and  the  Govern- 
ment would  not  save  the  full  amount  attributed  to  the  tax  provi- 
sions. 

Cost  estimates  ignore  the  real  life  interaction  of  related  parts  of 
the  code  and  the  probability  that  people  would  change  their  behav- 
ior in  response  to  tax  law  changes.  In  other  words,  the  idea  that 
you  would  save  $150  billion  is  based  on  a  static  view  of  the  tax 
code,  and  we  know  that  people  would  change  their  motivations  if 
the  tax  code  were  to  change  in  that  way. 

Automatic  termination  would  make  it  much  harder  than  ever  to 
calculate  in  advance  how  much  revenue  to  expect  in  a  given  year. 
If  we  balance  the  budget  it  should  be  done  by  holding  down  spend- 
ing, in  my  view. 

I  encourage  that  you  try  to  work  out  a  sensible  long-term  over- 
sight procedure  which  would  allow  flexibility  to  take  up  the  issues 
that  suddenly  arise.  That  is  a  problem  with  a  committee  like  the 
Ways  and  Means  Committee,  which  has  a  bad  case  of  legislative 
constipation  generally. 
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I  urge  you  also  to  specify  a  more  precise  and  rigorous  procedure 
for  assessing  the  effectiveness  of  tax  provisions.  I  urge  you  to  look 
at  this  issue  in  a  broader  context  than  just  tax  expenditures  itself. 

Let's  not  inflict  on  ourselves  and  all  the  taxpayers,  all  the  prob- 
lems attendant  to  a  piecemeal  automatic  termination  of  the  tax 
code. 

Thank  you,  Mr.  Chairman. 

[Mr.  Conable's  prepared  statement  follows:] 

Prepared  Statement  of  Hon.  Barber  B.  Conable,  Jr.,  a  Representative  in 
Congress  From  the  State  of  New  York 

It's  hard  to  argue  with  the  idea  that  from  time  to  time  we  ought  to  take  stock,  to 
see  if  we  are  still  on  course  toward  goals  we  still  believe  in.  As  others  have  testified 
before  this  subcommittee,  this  is  a  good  thing  for  our  tax  programs  as  well  as  for 
our  outlay  programs. 

I  asked  for  a  chance  to  speak  to  you  today  because  my  12  years'  experience  on  the 
House  tax-writing  committee  makes  me  very  wary  of  legislating  automatic  termina- 
tion dates  for  items  in  the  tax  code.  At  the  same  time,  I  appreciate  the  situation 
that  would  result  if  only  outlay  programs  were  subject  to  sunset  while  tax  provi- 
sions were  permitted  to  burgeon  without  any  pruning  or  discipline.  It  wouldn't  take 
very  long  under  those  circumstances  for  Congress  to  figure  out  that  the  way  to 
guarantee  the  security  of  its  legislative  feats  would  be  to  enshrine  them  in  the  tax 
code.  But  that  is  not  what  I  am  advocating. 

I  think  tax  provisions  ought  to  be  reviewed  periodically,  We  ought  to  examine 
them  closely,  find  out  who  benefits  from  them  and  to  what  extent,  and  determine 
whether  those  benefits  are  as  meritorious  today  as  we  thought  they  were  when  the 
provisions  were  enacted.  We  ought  to  consider  also  whether  we  still  believe  these 
goals  are  best  achieved  through  the  tax  route  or  whether  they  might  better  be 
accomplished  through  an  outlay  program.  Then  based  on  our  findings,  we  can 
decide  what  action  is  most  appropriate— continue  the  provisions  without  change, 
modify  them  in  some  way,  or  terminate  them  after  dealing  with  the  usually  com- 
plex transition  problems.  I  think  a  procedure  like  this  would  be  quite  useful  and 
constructive;  it  is  what  we  should  be  doing  right  now,  and  to  a  large  extent,  what 
we  are  indeed  trying  to  do.  But  let's  not  saddle  ourselves  with  all  the  difficulties 
that  an  automatic  termination  provision  would  create.  Let  me  describe  a  few. 

1.    UNCERTAINTY 

The  problem  that  most  concerns  me  is  the  uncertainty  that  automatic  termina- 
tion provisions  would  produce  for  both  consumers  and  investors. 

Tax  preferences  work  differently  than  other  Government  programs.  They  depend, 
for  their  effectiveness,  on  voluntary  actions  by  taxpayers.  The  tax  law  offers  incen- 
tives designed  to  encourage  certain  responses,  but  it  is  up  to  individuals  acting  in 
their  personal  or  business  capacities  to  decide  whether  or  not  to  respond  to  these 
incentives.  Over  the  years  we  have  found  that  people  generally  respond  in  a  far 
more  conservative  manner  than  is  necessary.  But  once  they  do  decide  to  take 
advantage  of  a  tax  provision,  they  must  generally  adjust  their  other  financial 
arrangements  to  fit  this  new  pattern.  Then,  if  the  Government  reneges  on  its  side  of 
the  bargain,  people  feel — with  some  justification — that  they  are  being  cheated  out  of 
money  that  was  rightfully  theirs.  They  consider  it  expropriation  for  the  Govern- 
ment to  claim  this  portion  of  their  earnings  that  they  had  used  in  response  to  an 
incentive  dangled  momentarily  before  them  by  that  same  Government. 

Even  the  mere  discussion  of  whether  or  not  to  terminate  tax  provisions  has 
serious  consequences.  Let  me  tell  you  that  we  are  still  getting  mail  at  the  Ways  and 
Means  Committee  from  people  who  are  afraid  we  might  enact  the  Mills-Mansfield 
bill  introduced  in  1972.  That  bill  provided  for  termination  of  54  items  over  a  3-year 
period.  It  was  intended  as  a  trial  balloon,  and  never  proceeded  beyond  the  initial 
stage  of  introduction.  Yet  the  torrent  of  mail  that  it  unleashed  over  the  years  was 
unprecedented.  All  kinds  of  groups  and  individuals  wrote  in  to  protest  the  termina- 
tion of  tax  provisions  which  affected  them  personally.  The  churches  were  particular- 
ly concerned  that  the  loss  of  the  deduction  for  charitable  contributions  would  spell 
their  doom.  Only  a  month  after  he  introduced  the  bill.  Chairman  Mills  withdrew  it. 
In  a  speech  in  Houston,  Tex.,  He  said  that  he  was  no  longer,  "Sure  that  such  reform 
can  best  be  achieved  using  the  automatic  termination  procedures  exployed  in  H.R. 
15230.  Despite  assurances  that  the  Congress  would  examine  each  provision  most 
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carefully  and  take  appropriate  action  before  the  specified  termination  dates,  some 
have  misconstrued  the  purpose  of  the  automatic  termination  dates,  with  the  result 
that  their  enactment  might  create  uncertainties  and  undesirable  economic  effects. 
This,  of  course,  would  be  inconsistent  with  one  of  the  major  objectives  of  tax  reform; 
namely,  to  help  secure  a  prosperous  and  vigorous  economy." 

As  the  experience  with  the  Mills  bill  showed,  even  the  possibility  that  automatic 
termination  might  be  enacted  had  a  considerable  deterrent  effect  because  of  the 
uncertainty  and  fears  it  created. 

A  bill  I  have  recently  introduced  provides  a  more  recent  example  of  the  reason  to 
avoid  automatic  termination.  This  bill  would  create  a  tax  incentive  to  spur  invest- 
ment of  the  often  staggering  sums  needed  to  modernize  our  Nation's  productive 
capacity  and  regain  our  competitive  edge  in  world  markets.  It  provides  for  depreci- 
ation of  buildings,  equipment  and  vehicles  on  a  more  rapid  and  simple  basis  than  is 
now  available.  I  believe  it  will  work,  and  from  many  conversations  I  have  had  over 
the  past  few  months,  I  understand  that  the  business  and  manufacturing  communi- 
ties also  believe  it  will  work.  To  the  extent  that  it  succeeds  in  increasing  our 
productivity,  this  provision  will  not  only  help  significantly  to  put  our  economy  on  a 
sounder  footing  without  increasing  inflation,  but  it  will  go  a  long  way  toward  paying 
for  itself.  But  let  me  tell  you  that  if  we  slap  on  a  termination  date  and,  in  effect  tell 
potential  investors  and  business  decisionmakers  that  this  depreciation  provision 
might  be  good  for  only  10  years,  then  it  will  not  work,  It  will  be  self-defeating.  Some 
people  who  were  planning  to  expand  or  update  their  plants  anyway  will  get  a 
windfall  from  the  new  depreciation  rates.  But  the  people  we  were  trying  to  reach— 
those  who  were  holding  back — they  will  not  be  persuaded  by  a  one-shot  depreciation 
bill  which  may  or  not  be  around  when  they  need  it  later  on.  The  result  will  be  that 
they  will  not  invest,  additional  long-term  revenues  will  not  be  generated,  and  we 
will  have  purchased  for  ourselves  a  very  expensive  but  ineffective  tax  provision. 

As  you  know,  I  am  not  alone  in  my  concern  for  the  uncertainty  that  would  result 
from  automatic  termination  of  tax  provisions.  Two  years  age.  Treasury  Secretary 
Blumenthal  testified  before  the  Senate  Governmental  Affairs  Committee  regarding 
this  same  concern.  Recalling  his  extensive  experience  in  the  business  world  and 
what  automatic  termination  of  tax  provisions  would  mean,  he  said,  "Thinking  back 
on  what  the  impact  on  my  thinking  would  have  been  as  I  considered  various 
important  investment  decisions  in  my  past  responsibilities  as  a  corporate  executive 
*  *  *  Investment  in  coal,  for  (a  hypothetical)  example.  Substantial  capital  risk  is 
involved,  lots  of  money  that  would  have  to  be  put  up,  and  a  long  payout  *  *  *  I  am 
faced  with  the  notion  that  the  tax  rules  governing  cetain  benefits  would  accrue  to 
me.  I  have  to  take  into  account  in  my  discounted  cash  flow  calculation  to  determine 
whether  I  am  going  to  have  a  return  on  this  and  should  take  the  risk,  that  5  years 
from  now  the  tax  benefit  ends;  and  knowing  what  I  do  about  the  strange  and 
mysterious  and  unpredictable  ways  of  the  Congress,  I  mean  it  seriously;  you  just 
don't  know  what  happens.  You  know  that  an  allowance  ends  at  a  certain  period  of 
time,  which  means  there  has  to  be  new  legislation  passed  and  all  kinds  of  amend- 
ments, all  kinds  of  changes  can  occur  with  regard  to  that.  Here  I  am  asked  to  put 
up  $100  million  or  $200  million.  I  am  considering  it;  and  I  am  calculating  whether 
the  amount  of  money  that  I  am  investing  will  give  me  the  return.  I  know  I  can  only 
count  on  5  years.  I  know  for  sure  there  is  going  to  have  to  be  a  new  bill,  an 
extension,  I  would  certainly  want  a  higher  return,  because  I  would  have  to  say 
there's  greater  risk." 

What  the  Secretary  was  saying  and  what  my  other  two  examples  indicate  is  clear: 
People  are  not  going  to  respond  to  tax  provisions  unless  they  have  every  reasonable 
expectation  of  stability  and  long  term  continuity  of  those  provisions. 

Some  sunset  advocates  have  tried  to  dismiss  the  problems  that  would  result  from 
increased  uncertainty  for  consumers  and  investors  which  the  termination  provisions 
of  H.R.  2  would  produce.  In  fact  some  have  even  argued  that  the  10-year  cycle  would 
increase  stability  because  a  tax  expenditure  would  be  assured  a  10-year  life  expec- 
tancy. This  is  not  true.  Nothing  in  the  sunset  legislation  would  prevent  Congress 
from  altering  or  eliminating  a  tax  provision  before  the  end  of  the  10-year  cycle. 
Sunset  termination  would  merely  add  one  more  moment  of  jeopardy  to  those  arising 
through  the  normal  legislative  process. 

The  necessity  of  enacting  a  reauthorization  bill  means  greater  uncertainty  than 
existing  oversight  because  the  dynamics,  of  the  legislative  system  make  it  far  easier 
to  stop  than  to  promote  legislation.  A  determined  minority  of  Members  could  use 
sunset  termination  as  a  means  of  accomplishing  passively  goals  for  which  they 
would  never  otherwise  achieve  positive  support.  Until  a  tax  expenditure  reauthori- 
zation had  been  signed  into  law,  taxpayers  would  be  reluctant  to  count  on  its 
continuation. 
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The  uncertainty  generated  by  an  unstable  tax  code  will  harm  both  corporate  and 
individual  long-term  planning  capabilities.  Capital-intensive  industries  will  be  par- 
ticularly affected.  The  sunset  cycle  may  produce  lulls  and  surges  in  business  invest- 
ment and  expansion  as  termination  deadlines  approach  and  pass.  Unfortunately, 
the  sunset  cycle  may  not  coincide  with  the  best  timing  of  decisions  for  individual 
companies  or  for  the  economy  generally. 

Individual  taxpayers  will  be  hampered  in  their  long  term  planning  by  uncertainty 
as  to  what  their  future  tax  position  will  be.  Decisions  regarding  retirement,  estate 
planning,  insurance  financial  arrangements  pursuant  to  divorce,  home  purchases 
and  sales  will  all  be  made  considerably  more  difficult  by  the  uncertainties  resulting 
from  sunset  termination  provisions. 

Even  proponents  of  this  legislation  are  aware  of  the  problems  that  sunset  could 
cause  with  regard  to  taxes.  Title  VII  provides  that  when  reauthorization  dates  are 
enacted  for  tax  expenditures,  "The  economic  impact  of  the  review  process  and  the 
interest  of  avoiding  adverse  impact  on  previously  acquired  assets"  should  be  taken 
into  consideration.  Under  the  legislation,  the  committees  may  prescribe  transition 
rules,  technical  changes  and  substitute  provisions  "to  minimize  unfairness,  to  miti- 
gate any  adverse  effect  which  might  result  for  taxpayers  who  have  relied  on  a  tax 
expenditure  provision." 

2.   AN   ARTIFICIAL,    WORKABLE,    AND   DUPLICATIVE   PROCEDURE. 

Sunset  legislation  will  not  improve  the  oversight  process  as  its  proponents  claim, 
but  it  will  probably  further  clog  the  flow  of  the  legislative  process.  Prior  attempts 
by  Congress  to  legislate  procedural  requirements  mandating  outcomes  for  which 
there  was  otherwise  insufficient  will  or  motivation  have  not  succeeded.  Notable 
failures  have  been  the  public  debt  limit,  the  congressional  budget  process  and  the 
Humphrey-Hawkins  legislation.  These  attempts  to  apply  artificial  constraints  on  the 
process  and  substance  of  legislation  have  been  no  match  for  the  stronger  political 
forces  which  govern  the  legislative  process.  They  have,  unfortunately,  succeeded  in 
burdening  the  legislative  cycle  with  a  time  consuming,  heavily  staffed  layer  of 
deadlines,  reporting  requirements  and  procedures  most  of  which  are  observed  in  the 
letter  but  not  the  spirit  in  which  they  were  intended.  Sunset  is  likely  to  follow  this 
pattern.  The  Treasury  Department  indicated  in  1977  that  it  would  need  "a  signifi- 
cant increase"  in  the  number  of  employees.  The  same  would  be  true  for  House  and 
Senate  committees. 

Congress  already  has  sufficient  authority  to  exercise  oversight  on  tax  provisions. 
This  authority  is  selectively  used.  Candidates  for  review  are  proposed  by  the  admin- 
istration when  it  sends  up  tax  proposals  and  annual  budgets,  by  Members  of 
Congress  who  introduce  legislation  adding,  terminating  or  changing  tax  provisions, 
and  by  interest  groups,  academics,  journalists,  and  others  who  advocate  changes. 
While  every  single  tax  provision  is  not  reviewed  within  a  decade,  the  "squeakiest 
wheels"  do  get  attention,  some  on  almost  an  annual  basis.  These  reviews  take  a 
number  of  forms.  Just  a  few  examples  of  things  the  Ways  and  Means  Committee 
has  done  recently  are  illustrative: 

The  Oversight  Subcommittee  earlier  this  year  held  2  weeks  of  hearings  to  explore 
the  effectiveness  of  the  investment  tax  credit; 

More  recently  the  subcommittee  has  reviewed  the  effectiveness  and  impact  of  tax 
expenditures  on  the  inflation  rates  in  the  health  industry.  This  review  coincided 
with  our  consideration  of  hospital  cost  containment  legislation; 

A  task  force  was  formed  to  examine  the  extent  to  which  fringe  benefits  ought  to 
be  subject  to  taxation; 

Existing  provisions  to  stimulate  employment  were  updated  in  the  Revenue  Act  of 
1978,  in  response  to  the  shift  from  cyclical  to  structural  unemployment  problems  in 
the  economy;  and 

The  surge  in  tax  exempt  mortgage-subsidy  bonds  has  prompted  the  Committee  on 
Ways  and  Means  to  review  a  variety  of  tax  and  direct  expenditure  alternatives  in 
an  effort  to  tailor  an  appropriate  response  to  housing  and  state  and  local  govern- 
ment financing  needs. 

H.R.  2  would  add  two  features  to  the  existing  process.  First,  all  tax  expenditures 
would  come  up  for  view— approximately  one-fifth  of  them  in  every  Congress,  instead 
of  just  the  items  that  are  generating  problems  and/or  controversy.  Second,  the  tax 
expenditures  would  terminate  automatically  unless  reauthorized  prior  to  a  specified 
deadline. 

Proponents  hope  this  forced  periodic  review  will  weed  out  undesirable  tax  expend- 
itures. The  results  could  possibly  be  quite  different.  The  tax  writing  committees 
already  have  very  full  schedules.  The  Committee  on  Ways  and  Means  is  currently 
very  busy  considering  the  new  proposals  upon  which  it  must  act  and  reviewing 
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existing  provisions  which  appear  to  need  attention.  If,  on  top  of  this,  it  is  required  to 
look  at  20  or  more  tax  expenditures  in  each  Congress,  only  a  few  of  which  would 
ordinarily  have  been  reviewed,  some  part  of  the  overall  work  load  obviously  will 
have  to  suffer.  Perhaps  new  proposals  would  not  be  thoroughly  explored.  Perhaps 
examination  of  items  desperately  in  need  of  oversight  but  not  on  the  sunset  sched- 
ule would  have  to  be  postponed.  Or  perhaps,  the  committee  would  attend  to  the 
highest  priority  items  on  its  schedule,  and  when  the  sunset  date  looms  near  simply 
make  a  cursory,  pro  forma  review  sufficient  to  achieve  technical  compliance  with 
sunset  requirements  and  prevent  termination.  None  of  these  possibilities  is  satisfac- 
tory. 

It  has  been  suggested  that  tax  expenditures  ought  to  be  subjected  to  the  sunset 
process  in  order  to  bring  them  into  the  budget  process.  However,  to  a  considerable 
extent,  tax  provisions  are  already  integrated  into  the  Federal  budget.  In  the  budget 
submitted  by  the  President  to  Congress  each  year,  the  tax  expenditures  as  well  as 
direct  expenditures  relating  to  each  functional  category  are  described  along  with 
proposals  for  change.  Similarly,  congressional  budget  documents,  beginning  with  the 
March  15  reports,  itemize  the  estimated  cost  of  tax  expenditures.  Tax  provisions  are 
certainly  not  exempt  from  scrutiny  during  the  budget  debates  in  the  Congress — 
witness  the  heated  exchanges  over  tuition  tax  credits  in  1978  and  the  increase  in 
budget  resolution  revenues  in  1979  to  reflect  elimination  of  the  foreign  tax  credit  for 
oil  companies. 

3.   TAX    EXPENDITURES — AN    INAPPROPRIATE    LEGISLATIVE   CONCEPT 

The  concept  of  tax  expenditure  is  a  useful  analytical  and  philosophical  tool.  But 
its  application  to  the  legislative  process  raises  a  number  of  questions.  Like  many 
philosophical  theories,  it  is  easier  to  describe  than  to  put  into  operation. 

Daniel  Halperin  suggested  in  his  testimony  here  (5/23/79)  that  tax  expenditures 
serve  to  identify  tax  policies  as  "subsidies  or  transfers."  However,  the  items  usually 
listed  as  tax  expenditures  stray  from  this  target.  As  Cliff  massa  of  the  NAM  pointed 
out  (6/6/79),  corporate  tax  rates  below  the  46  percent  maximum  are  considered  tax 
expenditures  but  individual  rates  below  the  70  percent  maximum  are  not.  Various 
itemized  deductions  are  considered  to  be  tax  expenditures  but  the  zero  bracket 
amount  is  not.  Proposals  to  eliminate  double  taxation  of  dividends  are  classified  as 
tax  expenditures.  So  is  the  ADR  depreciation  system  even  though  depreciation 
allowed  for  tax  purposes  is  significantly  below  economic  depreciation.  Rudy  Penner 
testified  (3/22/79)  to  the  Oversight  Subcommittee  of  Ways  and  Means  that  the  tax 
expenditure  concept  neglects  tax  areas  that  desperately  need  attention — for  exam- 
ple, the  impact  of  inflation  on  the  definition  of  taxable  income  from  capital.  Also 
omitted  are  negative  tax  expenditures  and  disincentives  and  foreign  tax  credits.  We 
should  also  remember  that  some  areas  which  might  be  construed  as  tax  expendi- 
tures— the  exemption  of  certain  fringe  benefits,  for  example — result  from  tax  rul- 
ings, not  from  direct  legislation.  To  provide  for  their  termination  we  would  first 
have  to  enact  them. 

Estimating  the  costs  of  tax  expenditures  is  another  troublesome  proposition. 
These  costs  are  stated  as  reductions  in  "normal  tax"  revenues  even  though  not  all 
departures  from  "normal  tax  structure"  are  deemed  to  be  tax  expenditures.  Each 
tax  expenditure  cost  estimate  is  measured  in  isolation  and  assumes  that  nothing 
else  changes,  a  procedure  which  fails  to  account  for  interrelationship  between 
various  tax  provisions  behavioral  responses  of  taxpayers  to  changes  in  tax  provi- 
sions, or  the  strong  possibility  that  Congress  would  replace  tax  expenditures  with 
direct  expenditures  or  new  tax  provisions. 

These  estimating  techniques  have  led  some  sunset  proponents  to  conclude  mistak- 
enly that  $150  billion  or  more  in  tax  expenditures  occur  every  year.  A  few  examples 
indicate  why  this  is  not  so.  If  certain  deductions  were  eliminated,  many  taxpayers 
would  use  the  zero  bracket  amount  rather  than  suffer  the  full  impact  of  losing  the 
itemized  deduction.  In  an  area  similar  to  tax  expenditures,  if  certain  fringe  benefits 
were  to  be  subjected  to  taxation,  many  employers  might  cease  to  provide  such 
benefits  and  the  increase  in  revenues  would  consequently  be  far  smaller  than  the 
cost  estimates  of  revenues  "lost"  by  not  taxing  such  benefits. 

Finally,  the  technical  problems  associated  with  enacting  automatic  termination 
dates  for  tax  provisions  may  prove  to  be  insurmountable  at  the  worst  or  counterpro- 
ductive at  the  best.  Virtually  the  entire  code  of  tax  law  is  interwoven  with  cross 
references  and  provisions  that  hinge  on  one  another.  As  Secretary  Blumenthal 
pointed  out  in  1977,  the  apparently  simple  exclusion  from  gross  income  of  interest 
earned  from  State  and  local  bonds  involves  18  other  tax  provisions.  Capital  gains 
provisions  are  scattered  throughout  the  code  with  different  applications  to  timber, 
patents,  real  estate,  stock  investment  and  agriculture.  There  are  dozens  of  other 
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examples,  but  you  get  the  point.  Eliminating  any  one  item  will  set  off  a  chain 
reaction  through-out  the  rest  of  the  code  that  may  well  end  up  producmg  totally 
unexpected  results  for  individuals  and  for  the  economy. 

Even  setting  a  termination  date  once  a  provision  has  been  adequately  defined 
remains  a  problem.  Some  tax  expenditures  are  deferrals  of  the  time  when  a  tax 
must  be  paid.  Some  tax  expenditures  have  to  do  with  the  rates  at  which  depreci- 
ation or  depletion  are  claimed.  These  cannot  be  simply  cut  off  as  of  a  certain  date. 
The  kinds  of  rules  and  transition  procedures  necessary  to  deal  fairly  and  equitably 
with  situations  such  as  these  will  be  long  and  complicated,  substantially  complicat- 
ing the  tax  code  rather  than  simplifing  it. 

CONCLUSION 

In  conclusion,  lest  you  get  the  wrong  idea,  let  me  reiterate  what  I  said  at  the 
beginning.  I  think  there  is  a  real  need  for  a  periodic  review  of  the  various  provisions 
in  the  tax  code.  Sometimes  we  are  so  busy  putting  out  fires,  that  provisions  do  not 
get  reexamined  for  many  years. 

I  am  sure  we  could  work  out  a  sensible  long  term  schedule  of  oversight,  allowmg 
sufficient  flexibility  to  take  up  issues  not  on  the  schedule  but  which  become  urgent 
because  of  unforeseen  events,  economic  changes,  or  new  legislation  in  other  related 
areas.  We  could  also  take  it  upon  ourselves  to  improve  the  oversight  process  and  to 
develop  a  more  precise  and  rigorous  procedure  for  assessing  the  effectiveness  of  all 
tax  provisions,  not  just  those  targeted  as  "tax  expenditures." 

But  I  remain  highly  suspicious  and  skeptical  of  any  automatic  scheme  to  force  an 
artificial  motivation  on  Congress  where  the  will  to  act  is  otherwise  lacking.  The 
automatic  termination  provision  is  seen  by  many  as  just  the  perfect  sort  of  gimmick 
to  force  us  to  take  action  by  a  certain  date,  either  to  shake  us  from  our  lethargy  or 
to  force  us  to  reorganize  our  busy  schedules  to  give  oversight  first  priority,  depend- 
ing on  one's  interpretation.  I  couldn't  disagree  more  strongly.  Automatic  termina- 
tion is  a  gimmick  that  will  backfire. 

If  we  truly  want  to  improve  our  oversight  procedures,  to  take  a  more  frequent 
and  closer  look  at  tax  provisions,  and  to  adjust  them  according  to  our  findings  with 
sufficient  time  to  act  with  deliberation,  then  let  us  devise  such  improvements  and 
schedules.  But  let's  not  inflict  on  ourselves  and  on  the  taxpayers  all  the  problems 
attendant  to  piecemeal  automatic  termination  of  the  tax  code. 

Mr.  Long.  Thank  you,  Mr.  Conable. 

Barber,  regarding  the  level  of  economic  uncertainty,  doesn't  it 
exist  under  the  procedure  that  you  are  following  today?  How  would 
it  be  exacerbated  by  an  automatic  termination  date? 

Mr.  Conable.  The  point  I  want  to  make  is,  we  are  going  to 
review  controversial  issues  anyway.  When  something  appears  in 
Jack  Anderson's  column  that  says  there  is  a  big  loophole  here,  you 
can  be  sure  the  Ways  and  Means  Committee  reads  the  newspaper, 
like  the  Supreme  Court,  and  that  we  are  likely  to  look  at  it. 

But  if  you  have  an  automatic  termination  date,  that  is  just 
another  thing  that  is  going  to  be  an  artificial  forcing  of  review, 
quite  beyond  the  procedures  inherent  in  the  reading  of  the  newspa- 
pers. 

Mr.  Long.  Direct  spending  programs  also  affect  the  private 
sector.  People  must  plan  for  them,  and  many  are  dependent  on 
these  programs.   Don't  they  also  pose  problems  of  uncertainty? 

Mr.  Conable.  Well,  most  of  the  direct  expenditures  affect  the 
Government  bureaucracy,  primarily.  They  have  to  gear  themselves 
up  to  have  an  appropriate  handling  of  the  public  funds  through  the 
various  programs  that  are  involved.  I  think  that  is  inherent  in 
government. 

Of  course,  even  that  is  difficult  to  change  quickly.  That  is  one  of 
the  reasons  that  government  is  such  a  conservative  force  in  the 
world.  It  moves  with  great  slowness  and  changes  with  slowness. 

But  you  add  another  factor  to  it  when  you  go  to  the  termination 
or  the  possible  termination  of  tax  expenditures  which  can  shut  off 
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government  expenditures  with  much  greater  finality  than  we  can 
encourage  private  expenditures  which  include  voluntary  action. 

People  like  to  think  about  things  for  a  while.  I  know  a  lot  of 
people  in  my  district  are  just  beginning  to  hear  about  the  changes 
in  the  capital  gains  tax  that  we  made  last  year,  in  the  1978  act. 

Just  beginning  to  learn  that  maybe  if  they  are  over  55  they  can 
sell  their  house  and  avoid  tax  consequences.  It  has  taken  them  a 
long  time  to  get  that  message.  Most  people  don't  think  about  the 
intricacies  of  the  tax  law  to  any  substantial  extent,  particularly 
private  citizens,  the  kind  of  people  who  don't  have  batteries  of  tax 
lawyers  waiting  to  pounce. 

Even  then,  in  that  case,  when  you  are  dealing  with  American 
business  today,  American  business  today  has  a  substantial  bureauc- 
racy and  changes  with  difficulty.  If  they  are  going  to  change  their 
investment  policy  to  take  advantage  of  a  change  in  the  tax  law, 
chances  are  they  have  to  touch  base  with  the  controller  and  the 
tax  lawyers  and  the  board  of  directors  and  a  whole  lot  of  people 
before  they  actually  get  to  do  it. 

The  result  is  that  you  have  an  additional  factor  of  cumbersome- 
ness  that  makes  it  difficult  to  operate  in  a  rigid  time  zone. 

The  investment  tax  credit,  for  instance,  we  had  all  kinds  of 
problems  with  that  because  of  the  temptation  the  Congress  had  to 
turn  it  on  and  shut  it  off. 

In  the  sixties  and  the  early  seventies  every  time  the  economy 
heated  up,  we  wanted  to  reduce  the  investment  tax  credit;  every 
time  it  cooled  down,  we  wanted  to  increase.  Finally,  I  guess  it  was 
in  1976,  we  said,  "OK,  we  are  going  to  make  it  permanent,  boom, 
like  that,  so  you  can  count  on  it." 

The  reason  was  that  business  was  simply  planning  over  a  longer 
time  frame  than  would  permit  them  to  take  advantage  of  it  if  it 
was  being  turned  on  and  off  all  the  time. 

Well,  you  know,  the  minute  you  put  on  an  automatic  termina- 
tion date,  that  injects  a  note  of  uncertainty  in  the  planning  that  is 
very  likely  to  skew  your  economic  blueprints  in  the  business  com- 
munity and  with  private  sector,  in  order  to  take  advantage  of  the 
time  frame  rather  than  to  take  advantage  of  the  economic  deci- 
sions that  should  be  made  in  that  period  of  time. 

In  other  words,  the  tax  schedule  becomes  a  distorting  factor  in 
the  economic  decisions  that  are  made. 

Mr.  Long.  During  that  period  of  the  sixties,  with  respect  to  the 
investment  tax  credit,  when  we  were  turning  it  on  and  off,  were  we 
putting  termination  dates  in  those? 

Mr.  GoNABLE.  Yes;  we  were  doing  that. 

Mr.  Long.  We  put  it  in  for  1  year  and  let  it  go  at  the  end  of  the 
year. 

Mr.  CoNABLE.  Yes;  and  a  lot  of  people  were  saying,  "I  can't  take 
advantage  of  this  thing."  The  temptation  to  fine  tune  was  there 
with  the  investment  tax  credit. 

Mr.  Long.  My  question  is  we  did  not  just  pass  it  with  an  unlimit- 
ed period,  and  then  cut  it  off. 

Mr.  CoNABLE.  It  was  a  temporary  thing. 

Mr.  Long.  Each  one  was  with  a  definite  period. 

Mr.  CoNABLE.  We  were  extending  it  for  2  years,  or  something  of 
that  sort.  The  constant  complaint  was,  "I  can't  count  on  it.  If  I 
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know  it  is  likely  to  expire  2  years  from  now,  I  may  buy  that 
machine  now  and  it  will  distort  my  investment  pattern  because  I 
will  be  afraid  I  might  not  get  the  investment  tax  credit  if  I  wait 
until  after  the  2  years  are  up." 

It  really  became  a  serious  problem. 

Mr.  Long.  The  complexity  of  all  of  this  and  the  interrelationship 
with  the  Budget  Act  poses,  in  my  opinion,  one  of  the  major  prob- 
lems with  respect  to  this  general  approach — in  working  a  realistic 
review  schedule  out,  it  gets  to  be  very,  very  difficult.  We  spend  a 
lot  of  time  trying  to  work  on  a  schedule. 

Mr.  CoNABLE.  In  my  statement  also,  Mr.  Chairman,  I  have  put  in 
a  good  deal  about  the  technical  difficulties  in  sunsetting  tax  ex- 
penditures. Now,  that  is  pretty  technical.  I  didn't  want  to  get  into 
it  today,  but  it  has  to  do  with  the  definition  of  a  tax  expenditure, 
the  items  that  make  up  tax  expenditures  appear  to  be  defined  in 
ways,  quite  inconsistent. 

Corporate  tax  rates  below  the  46  percent  maximum  are  tax 
expenditures.  Individual  tax  rates  below  the  70  percent  maximum 
are  not,  for  instance. 

Mr.  Long.  That  is  right. 

Mr.  CoNABLE.  And  you  have  a  whole  lot  of  definitional  problems 
if  you  are  going  to  decide  tax  expenditures  should  be  sunsetted. 
There  are  technical  problems,  too.  Frankly,  you  know— I  men- 
tioned Mike  Blumenthal's  testimony  in  1977— Larry  Woodworth, 
who  was  then  his  tax  policy  man,  was  testifying  on  that  also. 

In  effect,  what  those  gentlemen  said  was,  well,  we  are  for  it 
because  the  administration  is  for  it,  but  let  us  tell  you  that  it  really 
doesn't  work.  In  other  words,  if  you  read  their  testimony  carefully, 
you  will  see  a  marked  lack  of  enthusiasm  for  the  administrability 
of  it,  that  it  is  very  difficult  to  do. 

Mr.  Long.  Well,  one  of  the  things  that  ought  to  be  done,  if 
possible,  is  a  provision  that  at  the  time  you  are  conducting  a 
review  of  tax  expenditures,  you  ought  to  conduct  a  review  of  relat- 
ed direct  spending  programs  at  the  same  time.  Is  this  a  doable 
thing? 

Mr.  Conable.  It  is  doable,  but  it  is  going  to  be  difficult.  Let  nie 
tell  you  why — because  of  the  way  in  which  we  are  set  up  here  in 
Congress.  We  have  been  working — Al  UUman  and  I— on  a  bill  to 
terminate  the  practice  of  issuing  revenue  bonds,  tax-exempt  bonds, 
for  the  financing  of  single-family  homes,  single-family  home  mort- 
gages. 

We  got  into  that  and  started  considering  all  the  related  housing 
issues.  There  was  the  Ways  and  Means  Committee,  on  the  basis  of 
2  days  of  hearings,  affecting,  first,  tax  policy  to  be  sure,  because  a 
proliferation  of  tax-exempt  bonds  has  a  lot  to  do  with  tax  avoid- 
ance. But  also  very  much  affecting  housing  policy  and  banking 
policy. 

Any  State  that  had  a  low  usury  rate  was  trying  to  provide  money 
by  going  outside  the  tax  system.  It  was  a  lot  more  complicated  than 
that  because  when  they  went  outside  the  tax  system,  they  also 
affected  banking  policy  very  substantially,  because  normally  we 
finance  mortgages  through  the  savings  accounts,  and  we  have  all 
kinds  of  limitations  on  them,  in  order  to  generate  the  money 
necessary  for  mortgage  financing  at  a  low  interest  rate. 
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Well,  there  we  are.  Our  committee's  jurisdiction  is  taxation.  Yet, 
we  were  affecting  in  very  basic  ways  banking  policy  and  housing 
policy,  too.  That  is  why  it  is  a  difficult  thing  to  bring  about  concur- 
rent consideration  in  a  specialized  group  like  the  House  of  Repre- 
sentatives of  the  Government  programs  and  the  tax  programs  that 
involve  incentives. 

Mr.  Long.  But  at  the  same  time,  if  you  do  not  look  at  the  context 
of  everything  that  affects  a  tax  program,  you  are  not  really  doing  a 
very  good  job  of  looking  at  it. 

Mr.  CoNABLE.  Obviously  you  can  have  one  hand  pulling  against 
the  other,  and  neutralizing  public  policy. 

Well,  I  am  simply  raising  that  as  a  difficulty.  I  don't  know  the 
answer  to  it. 

Mr.  Long.  That  is  what  I  was  doing.  It  is  really  a  very  difficult 
subject. 

Mr.  Derrick? 

Mr.  Derrick.  Thank  you,  Mr.  Chairman. 

Barber,  your  testimony  was  excellent,  as  usual. 

Mr.  CoNABLE.  Thank  you. 

Mr.  Derrick.  I  agree  with  nearly  25  percent  of  it. 

Mr.  CoNABLE.  Well,  you  are  at  least  25  percent  right. 

Mr.  Derrick.  I  find  it  rather  inconsistent  that  you  are  in  one 
breath  suggesting  that  we  need  to  cut  back  on  expenditures.  I 
would  assume  that  by  cutting  back  you  mean  a  close  examination 
of  those  expenditures  to  see  whether  they  are  warranted  or  not. 

On  the  other  hand,  you  are  absolutely  unwilling  to  even  take  a 
look  at  tax  expenditures. 

Mr.  Conable.  I  am  willing  to  take  a  look  at  them.  I  am  advocat- 
ing that.  Just  not  putting  them  on  an  automatic  termination. 

Mr.  Derrick.  You  just  want  to  do  it  in  your  manner.  You  want 
to  let  the  Ways  and  Means  do  it,  right? 

Mr.  Conable.  I  think  that  it  is  likely  that  the  Ways  and  Means 
Committee  is  going  to  do  it  whether  you  put  it  in  an  automatic 
termination  or  not. 

I  doubt  we  are  going  to  be  doing  a  lot  of  tax  legislating  out  on 
the  floor,  thundering  around  in  a  herd. 

Mr.  Derrick.  Let  me  suggest  to  you — I  don't  know  how  we  reach 
a  common  ground  because  you  apparently  don't  think  the  Budget 
Act  has  been  successful,  and  you  don't  think  that  sunset  is  going  to 
accomplish  anything,  or  sunrise,  or  whatever  you  want  to  call  it, 
and  half  a  dozen  other  things  we  have  done. 

But  yet  you  do  admit  there  are  some  changes  that  need  to  be 
made  that  the  Ways  and  Means  Committee,  as  good  as  it  is,  has 
not  accomplished. 

Mr.  Conable.  Well,  I  mentioned 

Mr.  Derrick.  Wait  a  minute.  I  would  suggest  to  you  that  maybe 
everything  in  S.  2  and  everything  in  H.R.  65  is  not  exactly  to  your 
liking,  but  why  not  give  it  a  try,  and  why  not  you  together  with  the 
minority  join  together  with  us  and  try  to  bring  about  some 
changes,  and  if  they  don't  work  then  we  can  change  them. 

Mr.  Conable.  Well,  Mr.  Derrick,  first  of  all,  I  did  say  that  we 
review  things  constantly.  There  are  a  number  of  things  there  that 
we  have  been  reviewing  regularly. 
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Second  of  all,  I  do  not  oppose  that  review.  I  think  it  is  important 
that  it  be  done. 

I  pointed  out  that  we  have  had  some  experience  with  sunsetting 
certain  tax  preferences,  and  we  have  run  into  bad  trouble  with  it. 
The  Mills-Mansfield  bill  is  the  classic  case,  where  we  made  a 
tremendous  amount  of  work  unnecessarily  for  a  lot  of  Congressmen 
here  when  there  was  no  real  serious  question  of  automatically 
terminating  the  preferences. 

The  third  thing  I  say  to  you  is  I  acknowledge  that  sometimes  it  is 
good  to  try  something  you  have  not  done  before.  I  do  like  the 
dictum  of  your  administration,  that  "if  it  ain't  broke,  don't  fix  it," 
though.  I  assume  that  is  the  dictum  of  your  administration. 
Mr.  Derrick.  It  is  no  longer  the  dictum. 

Mr.  CoNABLE.  One  of  your  major  early  spokesmen  said  it.  I  don't 
think  that  just  the  fact  that  you  have  not  tried  to  cross  a  chasm  in 
two  small  jumps  indicates  that  you  ought  to  try  it,  on  that  it  will 
be  a  healthy  exercise. 

My  impression  is  that  we  have  altogether  too  much  tendency 
around  here  to  follow  the  public's  agonized  cry,  "do  something  even 
if  it  is  wrong."  It  may  not  be  necessary.  We  may  be  overstating  the 
problem. 

Mr.  Derrick.  If  a  tax  expenditure  is  not  accomplishing— and  I 
am  going  back  to  H.R.  65,  the  bill  that  I  introduced  some  time 
ago— if  a  tax  expenditure  is  not  accomplishing  its  original  purpose, 
would  you  not  agree  that  it  would  be  time  to  examine  it? 
Mr.  CoNABLE.  Absolutely. 

Mr.  Derrick.  Then  what  is  wrong  with  doing  that  on  a  periodic 
basis? 

Mr.  CoNABLE.  Nothing  wrong  with  doing  it  on  a  periodic  basis.  I 
just  don't  want  an  automatic  termination  date. 

Mr.  Derrick.  Well,  you  need  something  that  is  going  to  force  the 
Congress  to  take  a  look  at  it.  Either  it  is  going  to  be  completely 

controlled  by  special  interest  groups 

Mr.  CoNABLE.  I  don't  think  that  is  necessarily  so. 
Mr.  Derrick.  It  may  not  be  necessarily  so,  but  there  is  a  high 
probability. 

Mr.  CoNABLE.  If  there  is  a  problem,  something  has  become  no 
longer  economically  justifiable,  usually  warning  signals  go  up 
somewhere  in  our  vigilant  press,  or  in  our  oversight  activities  or 
somewhere  else. 

Mr.  Derrick.  I  think  the  Congress  needs  to  make  these  decisions, 
not  the  press. 

Mr.  Conable.  But  we  depend  on  outside  forces.  This  is  not  a  self- 
contained  institution. 

Mr.  Derrick.  Let  me  ask  you  this.  What  can  you  find  possibly  to 
disagree  with,  setting  out  specific  objectives  in  the  legislation  as  a 
part  of  the  authorizing  legislation,  and  then  with  a  small  review  on 
an  annual  basis,  with  a  final  review  before  reauthorization,  to  see 
if  it  has  accomplished  its  original  purpose? 
This  is  my  bill,  I  am  not  talking  about  S.  2. 

Mr.  Conable.  I  would  certainly  not  want  to  try  to  force  the  Ways 
and  Means  Committee  or  any  other  committee  to  review  every 
preference  on  an  annual  basis.  It  cannot  be  done. 
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Mr.  Derrick.  This  is  not  a  thorough  review,  but  you  know,  why 
not  catch  it  in  the  beginning  to  see  if  the  program  is  accompUshing 
what  it  intended  to.  Why  wait  out  until  the  end,  until  all  the 
damage  is  done? 

Mr.  CoNABLE.  Mr.  Derrick,  I  don't  disagree  with  that  at  all.  All  I 
am  arguing  against  is  the  automatic  termination  date,  provided 
whether  or  not  it  is  needed. 

Mr.  Derrick.  I  will  up  that  percentage  to  30  percent  now. 

Mr.  CoNABLE.  Thank  you,  sir. 

Mr.  Derrick.  Thank  you,  Mr.  Chairman. 

Mr.  CoNABLE.  I  am  glad  to  note  a  5-percent  improvement. 

Mr.  Long.  Mr.  Beilenson? 

Mr.  Derrick.  By  the  way,  if  I  might  just  make  one  other  com- 
ment about  "if  it  ain't  broke,  don't  fix  it."  That  is  no  longer  a 
dictum  of  the  administration. 

Mr.  Conable.  Now  you  would  like  to  fix  a  lot  of  things  that  ain't 
broke. 

Mr.  Derrick.  Probably  no  more  than  the  dictum  of  your  crowd 
is,  "We  don't  know  where  that  tape  is." 

Mr.  Long.  Mr.  Beilenson? 

Mr.  Beilenson.  Thank  you,  Mr.  Chairman. 

Mr.  Conable,  I  like  your  testimony,  too.  I  always  do.  I  think  if  I 
understand  correctly,  I  may  agree  with  it  almost  100  percent,  not 
just  25  percent. 

I  must  say  that  I  was  discouraged  at  first  by  your  appearance 
here  because  up  until  now  all  of  the  witnesses  we  have  had  who 
have  argued  against  including  tax  expenditures,  so-called,  in  sunset 
legislation  have  been  people  who  represent  interests  who  clearly 
would  benefit  directly  by  these  tax  expenditure  provisions  of  our 
existing  law. 

It  kind  of  gave  me  pause  to  listen  to  someone  like  yourself  whom 
I  respect  and  who  clearly  is  disinterested. 

There  are  two  questions  before  us.  First  is  whether  we  should 
have  sunset  legislation  at  all,  and  the  second  is  if  we  do,  do  we 
include  in  it  tax  expenditures.  I  am  getting  the  feeling,  unless  I 
missed  something  in  your  testimony,  which  I  read  quickly  last 
night— I  get  the  feeling,  because  I  agree  with  just  about  everything 
you  say,  especially  in  the  next  to  last  paragraph,  although  you  are 
talking  specifically  about  tax  expenditures,  you  are  saying  we  could 
work  out  a  sensible,  long-term  schedule  of  oversight,  allowing  suffi- 
cient flexibility,  and  so  on. 

I  remain  highly  suspicious  and  skeptical  of  any  automatic  scheme  to  force  an 
artificial  motivation  on  Congress  where  the  will  to  act  is  otherwise  lacking.  The 
automatic  termination  provision  is  seen  by  many  as  just  the  perfect  sort  of  gimmick 
to  force  us  to  take  action  by  a  certain  date  *  *  * 

I  agree  with  you  completely,  but  I  am  not  sure  that  you  have 
said  anywhere  that  you  support  sunset  legislation;  for  things  other 
than  tax  expenditures.  I  don't  know. 

Mr.  Conable.  I  am  getting  into  something  more  than  I  intended. 
I  think  we  should  sunset  programs.  I  don't  think  we  should  sunset 
departments.  I  oppose  putting  sunsets  on  departments  of  Govern- 
ment who  have  to  enter  into  long-term  contracts  and  establish 
consistent  patterns  of  Government. 
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Mr.  Beilenson.  So  you  would  support  sunset  legislation  such  as 
we  are  looking  at  here  if  it  does  not  include  tax  expenditures. 

Mr.  CoNABLE.  I  probably  would.  I  don't  like  rigid  rules  generally, 
though.  I  think  what  is  an  appropriate  sunset  period  for  some 
types  of  programs  is  not  an  appropriate  sunset  period  for  others. 

That  is  why  I  cannot  answer  your  question  very  comfortably.  I 
have  voted  on  sunset  legislation  on  the  floor,  supporting  some  of  it 
and  opposing  others  of  it,  depending  on  my  view  as  to  whether  it 
was  likely  to  be  constructive  in  terms  of  the  time  frame  involved 
and  in  terms  of  the  function  or  the  department  that  was  being 
sunset. 

In  other  words,  I  don't  believe  that  sunsetting  is  a  panacea.  I  can 
conceive  of  situations  in  which  it  just  gives  the  bureaucrats  an- 
other bite  at  the  apple. 

I  have  generally  supported  sunsetting  because  I  am  concerned 
about  what  a  conservative  force  Government  is,  and  thus  I  feel  it  is 
necessary  to  give  some  edge  toward  impermanence  in  Government. 

I  generally  supported  it,  but  I  don't  like  rules  that  say  "always" 
and  "never".  I  would  not  agree  to  a  sunset  law  that  said  all 
programs  were  going  to  be  sunsetted  over  a  5-year  time  frame  or 
something  of  that  sort. 

Mr.  Beilenson.  Even  if  it  excluded  tax  expenditures? 

Mr.  CoNABLE.  Even  if  it  excluded  tax  expenditures.  However, 
having  said  that 

Mr.  Beilenson.  You  are  making  it  very  difficult  for  me  to 

Mr.  Conable.  I  do  not  believe  that  in  a  complex  institution  like 
Government,  simplistic  rules  belong. 

Mr.  Beilenson.  I  totally  agree  with  you.  That  is  why  I  have  got 
serious  questions  about  problems  with  sunset  legislation,  with  or 
without  tax  expenditures. 

Mr.  Conable.  However,  having  said  that,  I  have  voted  for  sunset 
legislation  affecting  this  or  that  program  where  I  thought  there 
was  a  need  for  review  in  a  limited  period  of  time. 

Mr.  Beilenson.  Can  you  conceive  of  yourself  voting  for  sunset 
legislation  for  some  specific  tax  expenditure?  Or  would  you  just 
prefer  periodic  review  by  your  committee? 

Mr.  Conable.  I  can  conceive  of  my  doing  that  with  respect  to 
preferences  that  I  have  real  doubts  about.  I  think,  as  a  general 
matter,  though,  because  of  the  element  of  private  investment  and 
the  need  to  plan,  and  the  fact  that  there  is  likely  to  be  much 
greater  lag  between  the  motivation  and  the  action,  I  think  it  is  less 
likely  to  be  an  appropriate  action  with  respect  to  tax  preferences 
than  it  is  with  respect  to  Government  spending  itself. 

Mr.  Beilenson.  As  I  started  to  say,  I  am  unsure  now  whether 
Mr.  Derrick  was  correct,  that  you  are  only  25-percent  right,  or 
whether  I  was  correct,  that  maybe  you  are  all  right.  I  agree  with 
you  in  theory.  I  like  your  testimony.  I  think  you  are  right  if  you 
vote  against  H.R.  2  because  it  includes  all  programs. 

Mr.  Conable.  Well,  I  think  it  is  altogether  too  rigid. 

Mr.  Beilenson.  But  I  really  don't  see  how  anybody  can  say  you 
should  include  everything  except  tax  expenditures;  we  should  have 
an  overall  sunset  bill,  but  exclude  all  tax  expenditures,  which  I 
guess  you  are  not  saying. 
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Mr.  CoNABLE.  I  can  conceive  of  myself  supporting  sunset  legisla- 
tion on  some  types  of  tax  expenditures;  yes.  However,  I  think  I  am 
less  likely  to  support  it  there  than  I  am  on  Government  spending 
programs  themselves.  In  that  case,  I  do  not  always  support  them. 

Now,  I  don't  know  how  I  can  be  more  specific  than  that  without 
doing  violence  to  my  sense  of  wanting  to  avoid  rigidities  and  avoid- 
ing of  panaceas  in  Government.  I  think  the  will  of  the  governed  is 
never  going  to  be  substituted  by  some  kind  of  a  mindless  formula. 

Mr.  Beilenson.  I  agree  with  everything  you  say. 

Mr.  CoNABLE.  But  you  want  me  to  be  more  specific. 

Mr.  Beilenson.  No;  I  would  be  with  you  right  up  to  the  end.  But 
I  will  be  sorely  disappointed  on  a  personal  basis  because  I  have 
such  great  respect  for  you,  if  you  support  this  general  sunset 
legislation  we  have,  even  if  it  does  exclude  tax  expenditures. 

Then  you  are  automatically  terminating  everything  else,  and  you 
are  being  rigid,  doing  all  of  the  things  you  and  I  agree 

Mr.  CoNABLE.  I  am  not  likely  to  do  that,  sir.  I  am  skeptical  about 
sunset  legislation. 

Mr.  Beilenson.  Then  I  like  your  testimony  a  great  deal. 

Mr.  Conable.  Thank  you,  I  guess. 

Mr.  Long.  Everybody  is  grading  your  papers  here.  You  made 
everything  from  a  25  up  to  a  30,  to  a  conditional  100. 

Mr.  Derrick  has  another  question. 

Mr.  Derrick.  You  know,  if  we  read  the  press  releases  that  come 
out  of  our  offices  and  so  forth,  one  might  gather  that  sunset  legisla- 
tion or  the  Budget  Act  is  going  to  balance  the  budget,  end  inflation, 
and  half  a  dozen  other  things. 

But  as  I  see  the  sunset,  or  sunrise,  it  is  merely  giving  the 
Congress  another  structure  which  will  help  them  to  accomplish 
what  we  all  would  like  to  accomplish;  that  is,  a  better  management 
of  our  resources  now. 

I  don't  look  at  it  as  any  panacea.  The  Congress  will  not  do  what 
it  will  not  do.  It  is  that  simple.  I  think  that  S.  2,  with  the  manda- 
tory termination  date,  the  Congress  will  find  it  so  reprehensible  on 
the  system  that  it  will  ignore  it  and,  therefore,  will  accomplish 
nothing. 

I  hope  that  H.R.  65  will  fit  within  the  process  and  the  structure 
to  help  us  accomplish  what  we  would  accomplish. 

Having  said  that,  let  me  ask  you  a  question. 

As  I  see  it,  really  the  only  objection,  major  objection  that  you 
have  to  H.R.  65  is  the  mandatory  part. 

Mr.  Conable.  Yes. 

Mr.  Derrick.  If  I  were  to  delete,  which  I  probably  would  not,  but 
just  as  a  matter  of  conversation,  were  to  delete  the  5-year  clause  in 
there,  on  tax  expenditures,  do  you  think  possibly  you  could  bring 
yourself  to  support  it? 

Mr.  Conable.  That  is  the  major  objection  I  have,  the  rigidity. 

Mr.  Derrick.  Well,  that  is  very  encouraging. 

Mr.  Conable.  Look,  my  discussion  with  Mr.  Beilenson  just 
simply  bore  out  one  thing  I  have  noticed  since  we  have  been  here. 
We  go  from  one  fad  to  another.  Zero-base  budgeting.  Budget 
Reform  Act.  That  was  the  fad  for  many  people.  It  was  going  to  be 
the  panacea,  it  was  going  to  make  us  fiscally  responsible. 

Mr.  Beilenson.  Balanced  budget? 
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Mr.  CoNABLE.  Balanced  budget  amendment;  yes.  That  is  another 
one.  Now,  sunsetting.  All  these  things  are  tools  that  can  be  useful 
if  they  are  not  abused.  But  none  of  them  will  substitute  for  the  will 
to  govern. 

We  cannot  put  ourselves  into  a  straitjacket  and  require  ourselves 
to  do  a  lot  of  things  that  will  somehow  add  up  through  a  formula, 
through  a  lot  of  levers  on  ourselves,  to  good  government. 

Good  government  is  going  to  depend  ultimately  on  the  exercise  of 
judgment.  We  cannot  force  ourselves  into  the  exercise  of  judgment 
artificially  by  rigidities. 

Mr.  Derrick.  Nor  can  we  give  that  judgment  to  anyone  else 
because  it  is  a  final  judgment  we  must  make. 

Mr.  CoNABLE.  I  think  that  is  absolutely  correct.  Thus,  I  tend  to 
be  skeptical  about  things  of  this  sort,  while  if  properly  used  can 
advance  the  art  of  government,  and  can  provide  useful  tools  in  self- 
governing. 

I  think  the  idea  that  they  are  panaceas,  or  that  they  by  them- 
selves can  improve  the  end  product  of  our  efforts  here  is  foolish.  I 
think  we  shouldn't  put  too  much  hope  on  it.  Nor  should  we  get 
ourselves  so  cluttered  up  with  tools  that  we  stumble  all  over  our- 
selves and  have  no  time  to  do  anything  but  constantly  reorder  the 
tool  room. 

Mr.  Beilenson.  The  thrust  of  your  testimony  is,  I  take  it,  Mr. 
Conable,  if  by  any  chance  we  do  go  ahead  and  do  something  foolish, 
such  as  sunset,  we  should  not  include  tax  expenditures. 

Mr.  Conable.  I  say  it  is  less  likely  to  work  effectively  with 
respect  to  tax  expenditures  than  it  is  with  respect  to  Government 
programs  themselves. 

Mr.  Beilenson.  I  would  like  to  get  you  back  here  sometime  to 
testify  on  the  other  major  article  we  have  original  jurisdiction 
over — Mr.  Levitas'  legislative  veto  proposals,  where  all  of  the  many 
thousands  of  rules  and  regulations  issued  each  year  would  have  to 
be  reviewed  by  the  Congress  and  debated  on  the  floor. 

It  would  be  nice  to  have  your  opinion  about  that,  too. 

Mr.  Conable.  Given  a  Government  of  the  dimension  we  have 
achieved,  I  think  that  would  be  a  little  difficult. 

Mr.  Derrick.  On  what  side  of  the  balanced  budget  amendment 
did  you  finally  come  out? 

Mr.  Conable.  I  am  not  supporting  a  constitutional  amendment. 

Mr.  Derrick.  I  commend  you  for  that.  I  think  your  rating  has 
just  gone  up  to  49  percent. 

Mr.  Conable.  I  hope  I  will  eventually  achieve  majority  status, 
sir. 

I  may  very  well  decide  that  I  am  in  favor  of  some  sort  of 
expenditure  limitation  amendment.  I  really  am  concerned  about 
the  state  of  our  fiscal  policy  here.  But  I  think  that  a  balanced 
budget  amendment  is  something  that  would  not  be  as  helpful  as 
many  people  think  it  would. 

Mr.  Long.  It  would  impose  the  artificial  strictures  of  which  I 
spoke  before. 

Mr.  Conable.  Yes;  rigidities  of  a  difficult  nature. 

Mr.  Long.  Thank  you  very  much,  Mr.  Conable.  Very  enlighten- 
ing. 

Mr.  Conable.  Thank  you,  sir. 
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Mr.  Long.  Our  next  witnesses  are  Mr.  Rudy  Penner  of  the 
American  Enterprise  Institute,  and  Mr.  Paul  McDaniel,  professor, 
Boston  College  Law  School.  Both  of  these  gentlemen  have  testified 
on  this  subject  earlier  this  year. 

I  think  we  will  all  benefit  if  Mr.  Penner  and  Professor  McDaniel 
first  give  their  testimony,  and  then  we  will  address  questions  to 
you.  We  are  glad  both  of  you  are  with  us  today. 

If  you  would  like  to  start,  Mr.  Penner.  Either  of  you  may  summa- 
rize, and  your  testimony  will  be  made  part  of  the  record.  Please 
proceed. 

STATEMENT  OF  RUDOLPH  PENNER,  AMERICAN  ENTERPRISE 

INSTITUTE 

Mr.  Penner.  I  would  like  to  thank  the  subcommittee  for  the 
opportunity  to  testify.  I  would  request  that  my  full  testimony  be 
placed  in  the  record. 

I  strongly  believe  we  should  intensify  our  oversight  of  the  tax 
system.  However,  I  do  have  reservations  about  any  oversight  tech- 
nique that  relies  too  heavily  on  the  tax  expenditure  concept.  That 
concept  has  a  large  number  of  flaws  which  are  enumerated  in  my 
testimony. 

The  fact  that  it  is  flawed  obviously  is  not  in  itself  damning 
because  there  are  few  concepts  in  economic  analysis  that  are  free 
of  flaws.  However,  I  do  worry  there  are  certain  inherent  character- 
istics of  the  tax  expenditure  concept  that  might  introduce  biases 
into  any  oversight  procedure. 

Most  important,  tax  expenditures  are  defined  as  revenue  losses 
which  stem  from  special  exclusions,  exemptions,  deductions,  and 
rate  reductions  from  the  so-called  normal  tax  rate  structure. 

If  you  interpret  it  carelessly,  the  concept  seems  to  give  sacro- 
sanct or  pre-eminent  status  to  whatever  tax  structure  exists  at  the 
moment. 

I  would  argue  that  that  tax  rate  structure  is  no  more  normal 
than  the  many  exclusions  and  exceptions  which  riddle  our  tax  law. 
If  we  had  never  thought  of  the  many  provisions  now  defined  to  be 
tax  expenditures,  we  would  have  a  very  different  tax  rate  struc- 
ture. 

Since  the  basic  structure  and  the  exceptions  evolved  together,  I 
do  think  it  important  that  any  oversight  procedures  should  also 
consider  them  simultaneously.  Often  anomalies  in  the  tax  rate 
structure  itself  affect  more  people  and  do  more  economic  damage 
than  many  of  the  provisions  now  defined  to  be  tax  expenditures. 

Just  as  an  aside,  I  might  mention  another  important  flaw  in  the 
tax  expenditure  concept  that  isn't  directly  related  to  oversight.  The 
concept  completely  ignores  inflation,  which  is  an  important  prob- 
lem now.  That  omission  leads  to  some  peculiar  results. 

For  example,  the  budget  analysis  of  tax  expenditures  implies 
that  current  depreciation  law  subsidizes  investment,  when  every- 
body recognizes  that  current  depreciation  is  far  from  sufficient  to 
cover  the   replacement  cost  of  equipment  now  being  worn  out. 

There  are  a  large  number  of  other  conceptual  problems  with  the 
definition  that  make  me  think  it  should  not  be  the  foundation 
stone  upon  which  you  build  an  oversight  procedure. 
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I  have  a  lot  of  difficulty  with  the  sunset  concept,  too,  and  I  have 
that  difficulty  both  on  the  expenditure  and  on  the  tax  side  of  the 
budget.  I  just  don't  believe  that  the  Congress  has  time  every  year 
to  do  the  intensive  policy  analysis  necessary  to  the  decision  as  to 
whether  or  not  the  Sun  should  set  on,  say,  one-tenth  of  the  more 
than  1,000  existing  domestic  programs,  the  hundreds  of  defense 
and  foreign  aid  programs  and  over  90  tax  expenditures,  let  alone  to 
consider  all  of  the  other  important  problems  in  tax  policy. 

I  also  agree  with  Congressman  Conable  that  the  imposition  of 
definite  termination  dates  would  create  much  uncertainty.  But  I 
would  make  that  point  both  on  the  tax  side  and  on  the  expenditure 
side  of  the  budget. 

There  really  isn't  that  much  difference  between  positive  taxes 
and  what  you  might  call  negative  taxes,  such  as  social  security  or 
unemployment  insurance,  et  cetera.  I  recognize  that  S.  2  does  not 
apply  sunset  procedures  to  social  security,  but  you  can  see  the  type 
of  problem  that  is  raised  for  both  spending  and  tax  programs. 

By  generating  that  kind  of  uncertainty,  you  can  obviously  reduce 
the  efficiency  with  which  the  whole  Government  operates. 

However,  my  main  concern  is  with  the  congressional  workload 
implied  by  sunset  procedures.  I  think  that  you  need  a  more  limited 
procedure.  I  suggest  one  possibility  in  my  testimony. 

I  know  there  are  a  lot  of  weaknesses  in  it,  but  I  suggest  a 
procedure  where  the  Secretary  of  the  Treasury  is  required  to  iden- 
tify five  problems  for  study  on  the  tax  side  every  year  which  have 
to  be  taken  up  by  House  Ways  and  Means  and  Senate  Finance. 

What  I  am  striving  for  is  a  more  limited  and  yet  disciplined 
structure.  Admittedly,  it  is  very  hard  to  find  the  right  point  on  this 
tradeoff  But  I  fear  that  with  a  very  elaborate  structure  like  sunset, 
it  will  just  evolve  into  kind  of  a  pro  forma  procedure  that  really 
doesn't  cause  the  Sun  to  set  very  often  and,  as  I  understand  it,  in 
Colorado  that  is  exactly  what  has  happened  in  their  efforts  to 
apply  sunset  procedures  to  regulatory  agencies. 

If  you  disagree  with  me,  and  you  think  that  it  is  a  good  thing  to 
adopt  sunset  procedures  gradually.  I  do  rather  like  the  way  H.R.  65 
does  it,  if  I  understand  that  bill  correctly. 

First  of  all,  I  like  the  requirement  in  the  bill  that  there  be  a 
detailed  specification  of  the  goals  of  programs.  This  gets  away  from 
the  current  practice  of  leaving  those  goals  purposely  vague  so  that 
the  programs  can  seem  to  do  many  good  things  for  many  people. 

I  admit  that  that  helps  programs  get  passed,  but  it  also  often 
raises  false  hopes,  which  are  sure  to  be  dashed.  Cynicism  toward 
Government  programs,  which  is  certainly  at  a  high  watermark 
today,  can  only  grow  and  grow. 

As  with  any  oversight  procedures,  there  are,  of  course,  problems 
with  H.R.  65.  I  think,  for  example,  that  section  202  is  quite  imprac- 
tical. It  requires  the  Comptroller  General  to  list  all  interrelation- 
ships among  programs  and  their  Federal  and  non-Federal  cost. 
To  do  this  in  anything  more  than  a  perfunctory  fashion  would 
require  a  report  the  size  of  the  Encyclopedia  Brittanica.  It  is  just 
too  complicated  and  yet,  it  is  supposed  to  be  done  within  6  months. 
I  think  that  the  resources  of  the  GAO  could  be  better  utilized  by 
asking  them  to  critique  the  agency  reports  that  are  required  under 
section  102  of  the  bill.  These  reports  are  supposed  to  indicate  the 
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success  enjoyed  by  programs  in  meeting  specific  goals  according  to 
a  carefully  specified  timetable. 

As  one  who  has  tried  to  do  a  lot  of  policy  analysis,  I  regard  it  as 
much  art  as  it  is  science,  and  even  when  one  tries  to  be  objective,  it 
is  very  hard  to  avoid  introducing  your  own  bias  into  it  through 
your  choice  of  methodology  or  because  you  can't  restrain  all  your 
value  judgments.  Therefore,  when  the  Congress  relies  on  policy 
analysis,  it  is  important  to  create  a  competition  among  policy  ana- 
lysts, which  serves  as  a  check  on  the  kind  of  biases  that  can  be 
introduced. 

That  is  why  I  suggest  that  it  may  be  more  valuable  to  use  the 
resources  of  GAO  to  set  up  that  kind  of  competition  with  the 
executive  branch  in  any  policy  analysis  that  you  require. 

As  I  understand  it,  H.R.  65  would  actually  evolve  into  a  sunset 
procedure  gradually,  since  for  new  programs  or,  indeed,  new  tax 
expenditures,  they  couldn't  last  over  5  years. 

I  worry  about  the  effects  of  a  definite  termination  date,  as  does 
Congressman  Conable,  but  since  this  is  a  gradual  procedure,  at 
least  you  get  a  chance  to  try  it  out,  and  the  techniques  could  be 
sharpened  and  modified  along  the  way. 

H.R.  65  has  another  flaw  that  is  also  contained  in  the  last 
version  of  S.  2  that  I  read.  That  is  that  a  large  number  of  programs 
that  now  have  indefinite  budget  authority  escape  the  net  of  both 
bills.  I  think  that  it  is  important  to  note  that  it  is  this  kind  of 
program  that  is  the  real  engine  of  the  growth  in  Government 
spending.  I  am  thinking,  of  course,  of  social  security,  civil  service 
pensions,  and  medicare.  Not  all  of  these  would  permanently,  except 
S.  2  and  H.R.  65,  but  these  are  examples  of  programs  that  are  now 
structured  so  it  is  certain  that  they  will  grow  faster  than  the 
economy.  Therefore  the  economic  burden  imposed  by  them  is  sure 
to  grow,  largely  because  the  size  of  the  retired  population  that  they 
serve  is  going  to  grow  rapidly  relative  to  the  total  population  over 
the  next  decade. 

I  would  suggest  that  programs  like  this  are  in  need  of  careful 
study  by  the  Congress.  Theoretically  this  can  be  done  outside  the 
procedures  of  H.R.  65,  but  clearly  considerable  self-discipline  is 
required  on  the  part  of  the  Congress  to  avoid  becoming  enslaved  to 
any  kind  of  rigid  pro  forma  procedure  that  detracts  effort  from 
studying  some  of  the  really  important  problems  on  the  spending 
and  tax  side  of  the  budget.  Thank  you. 

[Mr.  Penner's  prepared  statement  follows:] 
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Sunset  Laws  and  Tax  Expenditures: 
A  Marriage  of  Two  Unsatisfactory  Concepts 

Rudolph  G.  Penner 

American  Enterprise  Institute* 

I  would  like  to  thank  the  Subcommittee  for  this  opportunity 
to  testify.  The  opinions  expressed  in  this  testimony  represent 
my  own  personal  views  and  do  not  necessarily  represent  the  views 
of  the  staff,  advisory  panels,  officers  or  trustees  of  the 
American  Enterprise  Institute. 

I  should  begin  by  saying  that  I  strongly  favor  intensifying 
the  periodic  evaluation  of  our  nation's  tax  laws.  I  know  of  only 
one  argument  against  intensified  oversight.  To  the  extent  that 
it  does  result  in  more  frequent  changes  in  our  tax  laws,  it  will 
generate  uncertainty  and  make  long-range  planning  more  difficult 
for  consumers  and  investors.  Later,  it  will  be  argued  that  the 
rigid  application  of  sunset  procedures  may  be  particularly 
detrimental  to  long-rion  planning,  but  that  more  flexible  approaches 
are  available  that  will  generate  far  less  uncertainty.   Nevertheless, 
the  problem  cannot  be  solved  completely  and  it  may  be  necessary  to 
accept  a  slight  increase  in  uncertainty  to  increase  the  probability 
that  we  can  get  rid  of  ineffective  and  harmful  tax  laws. 

But  before  examining  the  problems  created  by  sunset  procedures, 
I  would  like  to  spend  some  time  discussing  the  tax  expenditure 
concept.  I  do  not  believe  that  anyone  would  argue  that  oversight 
activities  should  be  confined  solely  to  those  provisions  of  tax  law 
now  defined  as  tax  expenditures.  However,  in  recent  discussions, 
the  terras  "tax  expenditures"  and  "sunset"  are  so  often  used 
together  that  it  is  worthwhile  to  analyze  those  biases  that  might 
creep  in  inadvertently  if  we  rely  too  heavily  on  the  tax  expenditure 
concept  in  planning  oversight  activities. 

Tax  expenditures  are  formally  defined  in  the  Congressional 
Budget  Act  of  1974  as  "revenue  losses  attributable  to  provisions 


*Views  expressed  in  this  testimony  are  those  of  the  author  and  do  not 
necessarily  reflect  views  of  the  staff,  advisory  panels,  officers  or 
trustees  of  AEI. 
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of  the  Federal  tax  laws  which  allow  a  special  exclusion,  exemption, 
or  deduction  from  gross  income  or  which  provide  a  special  credit,  a 
preferential  rate  of  tax,  or  a  deferral  of  tax  liability."  A 
natural  question  is  "Revenue  losses  compared  to  what?"  The 
legislative  history  responds  by  saying  that  tax  expenditures  arise 
as  exceptions  to  the  "normal  structure"  of  individual  and  corporate 
income  taxes.  "Normal  structure"  is  understood  to  refer  to  the 
basic  tax  rate  schedules  and  system  of  personal  exemptions  contained 
in  current  law.   It  is  the  word  "normal"  which  causes  problems  in 
this  context,  because,  carelessly  interpreted,  it  seems  to  give 
sacrosanct  status  to  whatever  tax  rate  schedule  exists  at  the  moment. 
Further,  both  opponents  and  proponents  of  the  tax  expenditure  concept 
often  discuss  it  as  though  it  implies  the  value  judgment  that  the 
"normal"  tax  rate  is  what  should  be  paid  by  taxpayers  on  some 
expanded  definition  of  income.  One's  attitude  to  the  tax  expenditure 
concept  then  becomes  related  to  one's  attitude  to  this  value  judgment. 
This  is  unfortunate,  because,  despite  its  many  flaws,  the  tax 
expenditure  concept  has  some  value  as  a  tool  of  analysis.  But  as 
soon  as  value  judgments  are  read  into  it,  it  ceases  to  be  an  analytic 
tool  and  instead  becomes  a  tool  for  developing  propaganda. 

However,  the  most  important  point  relevant  to  the  development 
of  an  oversight  schedule  is  that  overreliance  on  the  tax 
expenditure  concept  may  bias  us  toward  spending  too  much  time 
evaluating  exceptions  to  the  tax  rate  schedule  and  not  enough  time 
evaluating  the  schedule  itself.  Anomalies  in  the  schedule  may,  in 
fact,  affect  more  people  and  do  more  economic  damage  than  the 
majority  of  provisions  defined  to  be  tax  expenditures. 

Further,  it  should  be  emphasized  that  it  will  be  politically 
difficult  to  rid  the  system  of  bad  tax  provisions  even  in  the 
presence  of  the  best  possible  oversight  procedure.   When  a  special 
tax  provision  has  a  serious  negative  impact  on  economic  efficiency, 
it  may  be  somewhat  easier  to  repeal  if  there  is  a  simultaneous 
adjustment  to  the  tax  rate  structure  which  offsets  some  of  the 
distributional  impacts  of  the  elimination  of  the  special  provision. 
I  do  not  want  to  imply  that  the  simultaneous  consideration  of  the 
overall  tax  structure  and  the  special  provision  will  make  reform 
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easy,  because  it  is  never  possible  exactly  to  compensate  those  who 
lose  as  the  result  of  a  tax  change  and  thereby,  'to  quell  their 
opposition.  Moreover,  one  would  not  want  to  end  up  with  a  highly 
discontinuous  tax  rate  schedule.   However,  the  evolution  of  special 
provisions  and  the  evolution  of  the  overall  rate  structure  have 
been  closely  interrelated,  and  this  interrelationship  should  not  be 
ignored  when  we  seek  to  change  one  or  the  other.  Certainly,  we 
would  now  have  a  very  different  rate  structure  if  we  had  never  thought 
of  many  of  the  provisions  now  defined  to  be  tax  expenditures . 

The  tax  expenditure  concept  also  fails  to  stimulate  the 
study  of  other  elements  of  the  tax  code  that  desperately  need 
attention.  At  this  time  in  history,  it  is  particularly  important 
to  analyze  the  harm  done  by  the  effect  of  inflation  on  the  definition 
of  taxable  income  from  capital.  Some  tax  expenditures  are,  of 
course,  related  to  this  issue,  but  often  in  peculiar  ways.  For 
example,  because  the  tax  expenditure  concept  does  not  explicitly 
take  account  of  the  effects  of  inflation,  the  ADR  system  for 
depreciation  is  said  to  result  in  a  tax  expenditure  even  though  it 
is  clear  that,  with  current  inflation  rates,  depreciation  allowed 
for  tax  purposes  is  significantly  below  economic  depreciation. 

The  tax  expenditure  concept  is  also  misleading  in  that  it 
views  the  individual  and  corporate  income  tax  quite  separately. 
Obviously,  the  interaction  of  the  two  systems  and  the  resulting 
heavy  taxation  of  the  return  to  corporate  capital  merit  further 
attention  since,  despite  intensive  efforts  in  the  last  few  years,- 
we  have  not  yet  devised  an  acceptable  integration  proposal. 

There  are  a  number  of  flaws  in  the  tax  expenditure  concept  which 
are  less  directly  related  to  oversight  procedures,  but  because 
the  concept  is  often  badly  misused,  these  flaws  are  worthy  of 
mention.  The  revenue  losses  associated  with  tax  expenditures  are 
computed  under  the  assumption  that  the  relevant  provisions  do  not 
affect  economic  behavior  even  though  most  tax  expenditures  were 
created  with  the  express  purpose  of  changing  behavior.  This  illogical 
procedure  is  followed  because  there  is  little  agreement  on  the 
extent  to  which  behavior  would  be  affected  if  the  provisions 
were  changed  and  I  have  considerable  sympathy  with  the  staff  who 
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are  required  by  law  to  make  the  revenue  loss  estimates.  IVhile 
there  may  be  no  other  practical  way  to  satisfy  the  law  given 
current  techniques  and  scarce  staff,  no  one  should  ever  take  the 
revenue  loss  numbers  very  seriously. 

There  are  also  people  who  persist  in  adding  up  the  individual 
revenue  losses  to  get  a  "tax  expenditure  total."  Even  if  economic 
behavior  was  not  changed  by  the  tax  expenditure,  this  would  be 
totally  illogical  since  the  revenue  loss  associated  with  each 
special  provision  of  the  law  is  computed  on  the  assumption  that 
only  that  provision  is  eliminated.   If  two  or  more  provisions  are 
eliminated,  the  revenue  gain  could  either  greatly  exceed  or  fall 
short  of  the  sum  of  the  gains  associated  with  individual  provisions. 
For  example,  if  homeowner  deductions  for  both  mortgage  interest  and 
real  estate  taxes  were  eliminated,  many  taxpayers  would  stop 
itemizing  and  the  gain  would  be  considerably  less  than  the  sum  of 
the  gains  associated  with  eliminating  each  one  of  the  provisions 
in  isolation.   Some  analyses  go  even  further  and  distribute  the 
tax  expenditures  among  income  classes.  The  number  of  problems 
associated  with  this  procedure  are  too  numerous  to  describe  in  this 
short  testimony. 

Having  been  severely  critical  of  the  tax  expenditure  concept, 
it  is  necessary  to  accept  the  fact  that  we  do  use  our  tax  system  to 
reallocate  economic  resources  and  to  favor  certain  classes  of 
taxpayers.   These  efforts  have  important  implications  for 
designing  expenditure  programs  that  have  closely  related  goals. 
Consequently,  it  makes  good  sense  to  describe  special  purpose 
provisions  of  the  tax  law  in  the  budget.   It  is  not  easy  to 
devise  techniques  for  doing  this  that  are  not  seriously  flawed, 
and  the  tax  expenditure  concept  does  in  a  very  crude  way  give  us 
some  sense  of  the  relative  importance  of  individual  efforts  to 
accomplish  certain  social  goals  using  the  tax  system.   In  the 
absence  of  a  better  technique  for  displaying  these  policies,'  I  would 
hate  to  see  it  disappear  from  the  budget  documents.   But  if  we 
are  to  keep  it,  it  must  be  used  with  full  awareness  that  it  is  a 
highly  imperfect  concept;  that  it  should  be  kept  devoid  of 
value  judgments;  and  that  all  of  the  numbers  associated  with  it 
should  be  taken  with  a  grain  of  salt. 
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I  shall  now  turn  to  the  sunset  concept.   In  theory,  sunset 
laws  have  considerable  appeal.   It  is  hoped  that  if,  say  one-fifth 
of  all  tax  and  spending  programs,  are  scheduled  to  terminate  every 
year,  the  Congress  will  be  disciplined  into  evaluating  them  before 
they  are  renewed.   In  practice,  I  am  afraid  that  it  would  not  work 
this  way.  A  careful  analysis  of  any  tax  and  spending  program 
requires  considerable  staff  or  outside  consultant  resources. 
Moreover,  the  results  of  the  analysis  must  be  carefully  scrutinized 
by  policy  makers  to  ensure  that  the  results  of  the  analysis  have 
not  been  distorted  (perhaps  inadvertently)  by  the  value  judgments 
or  the  choice  of  analytic  techniques  of  the  investigator. 

I  am  afraid  that  there  is  simply  not  time  to  go  through  this 
process  for  a  very  large  proportion  of  all  government  programs 
every  year.  The  Congress  would  be  deluged  with  paper  if  careful 
analysis  were  done,  and  if  careful  analyses  were  not  done  there 
would  not  be  much  point  to  the  exercise.  Where  there  was  not 
time  to  do  analysis,  the  overwhelming  bias  would  be  to  renew 
rather  than  terminate  the  program.   It  is  ray  understanding  that 
in  Colorado,  where  sunset  laws  are  applied  to  regulatory  agencies, 
they  have  little  significant  impact  on  regulatory  policy. 

If  programs  have  termination  dates,  one  can  also  be  sure  that 
some  proportion  would  not  be  acted  on  until  the  last  minute.   The 
last  hectic  days  of  the  95th  Congress  provide  adequate  evidence 
of  the  confusion  that  could  occur  and  that  incident  occurred  with- 
out the  added  complications  which  would  be  introduced  by  sunset 
laws.  If  sunset  laws  were  applied  to  the  tax  code,  such  events 
would  create  great  uncertainty  for  tax  payers,  and  it  is  even  possible 
that  a  few  programs  would  be  terminated  by  accident. 

I,  therefore,  believe  it  essential  to  devise  a  more  manageable 
system  of  oversight  that  has  a  better  chance  of  being  successful. 
Given  the  busy  schedule  of  the  Congress,  such  a  system  has  to  be 
highly  targeted  and  can  take  up  only  a  few  problems  every  year. 
The  key  problem  is  to  devise  a  system  which  is  manageable  and 
which  disciplines  the  Congress  in  a  way  that  will   ensure  that  the 
oversight  actually  occurs.  . 
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I  would  suggest  the  following  approach.   Each  year  the 
Secretary  of  the  Treasury  would  be  required  to  submit  a  report 
to  the  Congress  which  identified,  say,  five  tax  policy  problems, 
which,  in  his  opinion,  were  most  in  need  of  study.*  The  rules 
of  the  Congress  would  have  to  be  modified  to  ensure  that  House 
Ways  and  Means  and  Senate  Finance  took  up  this  list  with,  perhaps, 
the  proviso  that  they  could  substitute  items  that  they  considered 
to  be  more  urgent. 

There  are,  of  course,  problems  with  this  approach.  There  is 
no  such  thing  as  a  perfect  technique  for  imposing  a  disciplined 
oversight  procedure.   The  topics  chosen  for  study  may  be 
purposely  biased  to  ensure  that  only  popular  policies  are  evaluated, 
and  it  is  never  possible  to  legislate  good,  unbiased  analysis. 
But  at  least  the  proposal  is  manageable  while  forcing  somewhat  more 
regular  oversight  than  occurs  currently. 

As  an  example,  one  year  the  list  might  require  studies  of: 

1.  The  targeted  jobs  credit 

2.  DISC 

3.  Problems  posed  by  industrial  development  bonds 

4.  Problems  posed  for  moderate  income  taxpayers  by  the  overlap 
between  the  earned  income  credit  and  the  positive  tax  system 

5.  Changing  depreciation  allowances  to  adjust  for  inflation 

The  next  year,  studies  might  involve: 

1.  Methods  of  integrating  corporate  and  personal  income  taxation 

2.  The  effects  of  marginal  income  tax  rates  in  excess  of  50  percent 

3.  The  impact  of  depletion  allowances 

4.  The  effects  of  tax  subsidies  for  rental  housing 

5.  The  impact  of  the  WIN  tax  credit 

Note  that  of  the  possible  items  listed  for  study  only  seven  are  related 
to  the  tax  expenditure  concept  as  it  is  now  defined. 


*This  idea  is  closely  related  to  a  suggestion  made  by  Ambassador 
Laurence  H.  Silberman  for  the  spending  side  of  the  budget.  He 
recommends  that  each  Cabinet  Secretary  be  required  to  rank  their 
programs  in  the  order  of  their  effectiveness  in  reaching  their 
goals.   The  rankings  would  be  embodied  in  a  report  to  the  Congress 
submitted  by  the  President.   At  the  same  time  the  Director  of  0MB 
would  have  to  file  a  report  identifying  programs  with  contradictory 
aims.   These  ideas  are  embodied  in  H.R.  13723,  the  Government 
Accountability  Act  of  1978,  which  was  introduced  in  the  last  Congress 
by  Representative  William  Steiger. 
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One  can  see  the  enormous  amount  of  work  that  would  be  required 
to  deal  with  short  lists  such  as  those  provided  above,  and  it  is 
possible  that  even  my  limited  proposal  is  too  ambitious.  Certainly, 
there  is  no  chance  of  dealing  adequately  every  year  with  even  one- 
tenth  of  the  over  90  tax  expenditures  listed  in  the  budget,  let 
alone  with  any  of  the  many  other  tax  policy  problems  that  do  not  fall 
within  the  tax  expenditure  concept. 

In  addition  to  commenting  generally  on  tax  expenditures  and  sunset 
procedures,  the  Subcommittee  asked  me  to  comment  more  specifically  on 
H.R.  6S,  which  takes  a  slightly  different  and  less  arduous  approach 
to  improving  oversight.  The  bill  requires  a  specific  statement  of 
the  objectives  and  planned  annual  accomplishments  of  any  bill  providing 
new  budget  authority  or  a  new  tax  expenditure.  Agencies  would  report 
annually  on  the  success  of  meeting  the  objectives.  The  report  accom- 
panying any  new  bill  would  also  have  to  report  on  "potentially  or 
actually  conflicting,  overlapping  or  duplicative  programs  or  activi- 
ties". 

I  believe  that  the  resources  of  GAO  could  be  better  utilized  for 
providing  critiques  of  the  agency  reports  required  under  Section  102. 
As  implied  earlier,  policy  analysis  is  as  much  art  as  it  is  science 
and  therefore,  the  results  of  such  analysis  are  very  much  affected 
by  the  values  of  and  the  methodologies  chosen  by  the  analyst.  Conse- 
quently, a  good  oversight  procedure  should  create  a  competition  among 
analysts  to  insure  that  purposeful  and  inadvertent  biases  are  not 
built  into  program  evaluations. 

In  conclusion,  I  do  worry  that  the  effort  required  by  H.R.  65 
would  detract  from  the  oversight  of  programs  not  covered  by  that  law. 
The  first  part  of  my  testimony  enunciated  my  concern  that  an  obsession 
with  the  tax  expenditure  concept  would  detract  from  studies  of  other 
characteristics  of  our  tax  system  that  are  ignored  by  that  concept. 
On  the  spending  side,  H.R.  65  would  not,  as  now  written,  apply  to 
programs  for  which  there  is  now  indefinite  budget  authority.   Programs 
of  this  type  in  the  social  security,  federal  pension,  and  health  areas 
will  be  the  real  engines  of  the  growth  in  Federal  spending  in  the  future. 
Because  of  the  way  that  they  are  structured  and  because  the  retired 
population  will  be  growing  faster  than  the  total  population  for  the 
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foreseeable  future,  such  programs  are  certain  to  grow  faster  than  the 
economy,  thus  imposing  an  ever-growing  economic  burden.  They  are  in 
desperate  need  of  careful  study. 

But,  if  the  Congress  exhibits  sufficient  discipline,  such  programs  can 
be  studied  outside  of  the  procedures  established  by  H.R.  65.  If  that  bill 
begins  to  impose  an  excessive  burden,  it  can  be  changed  and  priorities 
can  be  readjusted.  As  it  stands,  I  believe  that  it  is  on  the  right 
track  toward  a  manageable  oversight  procedure. 

I  much  prefer  the  approach  of  H.R.  65  to  the  inmediate  ijnple- 
mentation  of  comprehensive  sunset  procedures.  Because  the  bill  applies 
only  to  new  budget  authority  or  tax  expenditures,  the  initial  work 
load  would  be  less  burdensome  and  one  could  expect  the  associated  policy 
analysis  to  be  of  higher  quality.  Since  Section  401  requires  that  new 
spending  cannot  be  provided  for  a  time  period  exceeding  five  years , 
the  procedure  would  eventually  evolve  into  a  sunset-type  approach  for 
a  large  portion  of  government  programs.  But  because  this  would  happen 
gradually,  procedures  could  be  tested  and  sharpened  over  time. 

The  main  purpose  of  H.R.  65--to  specify  the  purposes  of  government 
programs  more  precisely--is  laudable.   It  is  an  unfortunate  fact  that 
the  goals  of  many  programs  are  left  purposely  vague,  so  that  they  can 
appear  to  do  many  things  for  many  people.  This  may  help  them  get  passed, 
but  in  the  long  run,  it  is  often  impossible  to  satisfy  the  expectations 
which  are  created.  Cynicism  with  government  programs,  which,  is  already. 
at  a  high  water  mark,  can- ohly>  grov  and  grow-, 

As  with  any  oversight  procedure,  there  are,  of  course,  problems 
raised  by  H.R.  65.   I  believe  that  Section  202,  which  requires  the 
Comptroller  General  to  publish  a  catalogue  listing  all  interrelation- 
ships among  programs  and  an  analysis  of  their  Federal  and  non-Federal 
costs,  is  quite  impractical.  The  Catalogue  of  Domestic  Assistance 
which  simply  lists  over  1,000  government  programs  is  already  the  size 
of  the  Manhattan  phone  book.  A  conscientious  fulfillment  of  the 
requirements  of  Section  202  would  require  a  work  the  size  of  the 
Encyclopedia  Brittanica.  The  notion  that  this  could  be  done  well  in 
the  six  months  allowed  by  the  bill  is  quite  unrealistic. 


697 

Mr.  Long.  Thank  you  very  much. 
Mr.  McDaniel. 

STATEMENT  OF  PAUL  McDANIEL,  PROFESSOR,  BOSTON 
COLLEGE  LAW  SCHOOL 

Mr.  McDaniel.  Thank  you,  Mr.  Chairman. 

I  likewise  will  simply  summarize  my  written  statement. 

Let  me  state  at  the  outset  the  two  points  of  my  basic  position.  I 
will  then  elaborate  on  those  points. 

Point  one:  I  am  a  bit  of  an  agnostic  on  sunrise  or  sunset  proce- 
dures as  such;  but  what  is  plainly  required  with  respect  to  tax  and 
direct  spending  is  review  and  evaluation  of  the  programs,  and 
coordination  of  the  tax  with  the  direct  spending  programs. 

Point  two:  My  equally  strong  message  is  that  if  a  sunset  or 
sunrise  procedure  is  adopted,  it  must  include  tax  expenditures  if  it 
is  to  be  effective. 

It  is  to  the  second  point  I  would  like  to  direct  most  of  my  oral 
comments  this  morning. 

Over  a  decade  ago  it  was  recognized,  through  studies  in  the 
Treasury  Department,  that  the  income  tax  system  performs  two 
functions: 

First,  it  raises  taxes  through  the  normative  component  of  the 
system.  Second,  a  big  part  of  the  Internal  Revenue  Code  is  also 
utilized  in  spending  money,  and  this  tax  expenditure  component 
was  identified  and  analyzed  at  that  time.  It  was  recognized  that 
these  special  provisions  could  be  analyzed  as  spending  programs  in 
just  the  same  way  as  if  the  Government  had  gone  ahead  and 
collected  the  taxes  and  then,  through  the  authorization  and  appro- 
priations process,  reallocated  the  funds  back  to  the  individual  bene- 
ficiaries. 

Now,  once  this  understanding  was  arrived  at,  certain  things 
inevitably  began  to  follow.  First,  the  various  tax  spending  pro- 
grams obviously  must  be  grouped  by  the  budget  functions  to  which 
they  correspond,  and  that  has  been  done.  Parenthetically,  it  is  of 
interest  that,  despite  some  people's  views  that  it  is  difficult  to 
define  tax  expenditures,  the  three  separate  staffs  which  have 
worked  on  the  tax  expenditure  budgets  for  fiscal  1980  have  pro- 
duced identical  tax  expenditure  lists.  I  think  it  is  fair  to  say  that, 
given  the  task  of  working  objectively,  tax  technicians  do  not  have 
very  much  trouble  identifying  tax  expenditures. 

Second,  the  tax  expenditures  have  to  be  subject  to  the  discipline 
of  the  Budget  Act,  and  they  are. 

Third,  congressional  committees  with  legislative  responsibility 
for  direct  program  areas  ought  to  be  taking  into  account  the  pro- 
grams that  are  affected  by  tax  expenditures.  House  Rule  X  does 
give  those  legislative  committees  some  limited  authority  to  investi- 
gate tax  expenditures  in  the  same  area  of  legislative  responsibility, 
a  rule  that  I  must  say  I  have  not  seen  taken  advantage  of  signifi- 
cantly by  the  nontax  committees. 

Fourth,  the  recognition  that  these  special  tax  provisions  really 
are  spending  programs  leads  to  the  understanding  that  the  tax- 
writing  committees,  when  they  enact  tax  expenditures,  collapse 
into  a  single  process  both  the  authorizing  and  the  appropriations 
process.  They  authorize  and  appropriate  at  one  and  the  same  time. 
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I  might,  therefore,  demur  slightly  from  the  statement  about  disin- 
terest in  sunset  procedures  on  the  part  of  members  of  the  Ways 
and  Means  Committee  or  Senate  Finance  Committee.  As  Senator 
Long  has  stated,  if  he  were  chairman  of  some  other  committee,  he 
would  write  all  his  favored  programs  as  direct  programs,  but  he  is 
chairman  of  the  Finance  Committee  and  his  programs  get  written 
as  tax  expenditures. 

Fifth,  the  tax  expenditure  programs,  since  they  are  spending 
programs,  must  be  restructured  as  direct  expenditure  programs 
and  then  compared  to  other  comparable,  existing  direct  expendi- 
ture programs  to  see  if  the  two  are  pursuing  consistent  goals.  That 
process  has  also  begun  in  the  Budget  Committees. 

Finally,  the  tax  expenditure  programs  do  have  to  be  coordinated 
with  direct  spending  programs.  The  budget  committees  have  the 
responsibility  to  study  how  this  is  to  be  done,  but  as  yet  they  have 
not  suggested  any  ways  in  which  the  requisite  coordination  can  be 
accomplished. 

This  listing  of  the  events  that  have  taken  place  as  a  result  of  tax 
expenditure  analysis  leads  me  then  to  H.R.  2  and  H.R.  65.  My  basic 
proposition  is  that  whatever  sunset  or  sunrise  procedure  is  adopt- 
ed, it  must  cover  tax  as  well  as  direct  expenditures  if  it  is  to  be 
effective. 

Certainly,  as  the  chairman's  opening  remarks  indicated,  the  need 
to  bring  some  sort  of  discipline  with  respect  to  tax  as  well  as  direct 
spending  is  obvious  from  the  figures.  The  first  tax  expenditure 
budget  in  1968  had  40  programs  totaling  $44  billion.  The  list  for 
fiscal  1980  has  96  programs  totaling  $169  billion.  That  is  a  rate  of 
growth  that  is  far  faster,  both  in  terms  of  number  of  programs  and 
dollars,  than  is  involved  in  direct  spending  programs. 

As  a  related  matter,  if  Congress  is  interested  in  proposals  to 
control  Federal  spending,  a  proposition  that  Congressman  Conable 
evidenced  some  interest  in,  it  is  obvious  that  those  proposals  must 
cover  tax  as  well  as  direct  spending  programs.  A  Federal  spending 
limit  that  only  applies  to  direct  outlays  is  one  that  is  easy  to  walk 
around.  One  simply  structures  all  the  spending  programs  as  tax 
expenditures  and  they  will  be  absolutely  outside  the  scope  of  any 
spending  limit  that  applies  only  to  direct  outlay  programs. 

Therefore,  in  my  view,  H.R.  65  takes  the  correct  approach  in  that 
it  applies  identical  procedures  to  tax  as  well  as  direct  expenditure 
programs.  There  are  some  minor  deviations  between  H.R.  2  proce- 
dures which  I  will  comment  on  later. 

At  this  point,  let  me  focus  on  two  or  three  objections  that  have 
been  made  by  people,  especially  in  the  business  community,  who 
purport  to  be  in  favor  of  sunset  for  direct  outlays,  but  oppose  them 
for  tax  expenditures,  and  indicate  why  I  think  those  arguments 
simply  do  not  stand  up  to  analysis. 

The  argument  is  sometimes  made  that  terminating  tax  expendi- 
tures causes  excessive  uncertainty.  It  certainly  has  to  be  recognized 
that  evaluation  and  review  of  any  kind  of  program  is  going  to 
cause  some  uncertainty.  That  is  inevitable  in  any  process  of  review 
and  evaluation.  Thus  the  question  really  is  whether  to  have  sched- 
uled review  and  uncertainty  or  unscheduled  review  and  uncertain- 
ty? Congressman  Conable  seems  to  prefer  the  latter. 
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People  who  oppose  sunset  for  tax  expenditures  on  the  one  hand 
say  that  Congress  should  not  review  the  programs  because  it  cre- 
ates uncertainty,  and  then  say,  second,  sunset  is  not  needed  be- 
cause we  review  tax  provisions  frequently  anyway.  One  of  those 
two  statements  is  not  correct.  If  business  can  live  with  unscheduled 
review,  one  would  think  business  could  live  with  scheduled  review, 
and  the  uncertainties  that  are  created. 

As  I  understand  Congressman  Conable's  testimony,  his  objection 
is  not  to  termination  dates  as  such.  His  position  basically  is  that  he 
wants  the  Ways  and  Means  Committee  to  decide  when  termination 
dates  should  be  employed  and  when  not.  After  all,  there  are  a 
number  of  tax  expenditure  provisions  that  have  automatic  termina- 
tion dates  written  into  them.  Virtually  all  of  the  energy  tax  credits 
passed  by  Congress  last  year  have  automatic  termination  dates 
scheduled  into  them.  The  5-year  rapid  amortization  provisions  all 
have  automatic  sunset  provisions.  The  targeted  jobs  tax  credit  has 
its  own  scheduled  termination  date.  Thus  it  is  not  a  question  of  do 
we  use  termination  dates  in  tax  expenditures.  We  do,  and  people 
apparently  can  live  with  the  uncertainty  that  results.  Sometimes 
in  fact,  terminating  provisions  have  been  renewed  and  sometimes 
not  renewed.  I 

The  question  of  uncertainty,  however,  does  not  really  differenti- 
ate tax  and  direct  expenditure  programs  insofar  as  sunset  or  any 
other  review  or  evaluation  process  is  concerned.  It  seems  difficult, 
for  example,  to  argue  that  terminating  $1  billion  of  tax  expendi- 
tures for  agriculture  creates  an  unacceptable  level  of  uncertainty 
but,  on  the  other  hand,  sunset — of  all  the  direct  agricultural  pro- 
grams, both  loans  and  direct  grants— is  "livable  with."  That  simply 
just  does  not  seem  a  reasonable  position.  Business  can  either  live 
with  uncertainty  or  not  live  with  it  in  terms  of  review  and  evalua- 
tion; whether  the  program  is  a  direct  or  a  tax  expenditure  is  not 
relevant  to  that  fact. 

The  problems  that  have  sometimes  been  alluded  to  with  respect 
to  termination  of  tax  expenditures  really  largely  disappear  with 
the  recognition  that  they  are  the  functional  equivalents  of  direct 
programs.  Some  tax  expenditure  programs  are  the  functional 
equivalent  of  loan  programs.  Others  are  the  equivalent  of  direct 
grant  programs.  What  is  therefore  required  is  simply  an  under- 
standing of  what  kind  of  transition  rules  are  needed  and  what  kind 
of  transition  problems  will  be  encountered  in  terminating  direct 
loan  programs.  The  same  kinds  of  transition  and  termination  tech- 
niques need  to  be  adopted  with  respect  to  loan  programs  run 
through  the  tax  system. 

The  same  thing  is  true  of  direct  grant  programs  and  tax  pro- 
grams, such  as  the  investment  credit,  which  are  the  functional 
equivalent  of  direct  grants. 

The  problems  of  terminating  tax  and  direct  spending  programs 
are  the  same,  once  it  is  understood  that  every  tax  expenditure 
program  can  be  rewritten  and  analyzed  as  a  direct  spending  pro- 
gram. The  technical  and  actual  problems  of  termination  seem  to 
me  not  different  than  are  involved  in  the  case  of  direct  spending 
programs. 

I  thus  come  to  the  conclusion  that  the  arguments  that  are  ad- 
vanced against  sunset  for  tax  expenditure  either  are  arguments 
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against  sunset  for  all  programs,  tax  and  direct,  or  they  are  simply 
no  arguments  at  all  because  they  are  not  based  upon  any  real 
distinction  that  exists  between  tax  and  direct  spending  programs. 

In  that  last  connection,  and  I  will  conclude  with  these  comments, 
I  think  H.R.  2  would  be  improved  because  it  does  contemplate 
different  procedures  for  tax  and  direct  expenditures,  I  think  those 
differences  are  undesirable.  H.R.  2  contemplates  a  two-step  proce- 
dure for  establishing  the  tax  expenditure  inventory.  It  gives  the 
Ways  and  Means  and  Finance  Committees  substantially  greater 
control  over  establishing  that  inventory  than  is  given  to  the  Legis- 
lative and  Appropriations  Committees  for  corresponding  direct  pro- 
grams. I  do  not  think  that  approach  is  desirable. 

What  we  need,  if  sunset  is  adopted,  is  to  begin  the  process  of 
review  and  evaluation.  What  we  do  not  need  is  2  years  of  argu- 
ments about  what  should  be  and  what  should  not  be  in  the  tax 
expenditure  inventory. 

Finally,  I  recommend  that  H.R.  2  be  amended  to  require  Treas- 
ury reports  in  advance  of  termination  dates  for  tax  expenditures 
just  as  it  requires  reports  from  other  executive  branch  offices  in 
advance  of  scheduled  termination  dates  of  direct  programs.  Again 
it  seems  to  me  the  same  procedure  for  both  types  of  programs 
should  be  followed. 

Thank  you. 

[Testimony  resumes  on  p.  744.] 

[Mr.  McDaniel's  prepared  statement  follows:] 
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STATEMENT 

OF 

PAUL  R.  MC  DANIEL 

Professor  of  Law,   Boston  College  Law  School 


Introduction 

Mr.  Chairman.     I  appreciate  the  invitation  of  the  Subcommittee  on 
the  Legislative  Process  to  testify  during  its  hearings  on  the  "sunset" 
legislation  embodied  in  H.R.2  and  the  "sunrise"  legislation  in  H.R.65. 
The  Subcommittee's  hearings  represent  an  important  step  in  the  continuing 
efforts  of  Congress  to  move  toward  the  goals  of  responsible  control  of 
the  Budget  and  more  efficient,  effective  expenditure  of  limited  Federal 
revenues. 

I  have  been  asked  to  address  the  issue  of  inclusion  of  tax  expenditures 
in  any  sunset  or  sunrise  procedure  that  may  be  adopted  by  Congress. 
My  statement  will  respond  to  this  request  by  breaking  down  the  issues 
into  two  broad  categories  for  discussion: 

I.  The  Tax  Expenditure  Concept:  Theory 
and  Practical  Effects 

II.  Procedures  for  Congressional  Review  and 
Control  of  Tax  Expenditures 

Under  the  first  category,   I  will  discuss  briefly  the  conceptual 
basis  for  the  tax  expenditure  concept  --  and  some  misconceptions  that 
have  arisen  --  and  summarize  developments  in  the  use  of  the  concept 
by  Congress  over  the  past  ten  years.     The  second  category  will  focus 
on  possible  methods  that  could  be  adopted  by  Congress  to  insure  regular 
review  and  evaluation  of  all  tax  expenditures  that  are  employed  with 
particular  reference  to  the  sunset  procedures  of  H.R.2  and  the  sunrise 
procedures  of  H.R.65. 

In  Appendix  A  to  the  statement,    I  have  set  forth  techniques  that 
should  be  employed  under  either  sunrise  or  sunset  procedures  to  evaluate 
particular  existing  or  proposed  tax  expenditures. 
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I .     THE  TAX   EXPENDITURE  CONCEPT: 

THEORY  AND  PRACTICAL   EFFECTS 

A.     Background 

The  first  tax  expenditure  list  was  presented  to  the  Congress  by 
then  Secretary  of  the  Treasury  Barr  in  1968.     The  Secretary's  Annual 
Report  for  that  year  discussed  the  methodology  employed  for  formulation 
of  the  list  and  the  conceptual  basis  on  which  it  was  founded.     A  decade 
of  experience  with  the  tax  expenditure  concept  has  verified  its  fundamental 
soundness  as  an  analytic  technique  and  its  utility  In  helping  those  in 
and  out  of  Government  to  deal  with  a  variety  of  practical  tax,  budget, 
legal,  and  economic  issues. 

The  tax  expenditure  concept  views  the  income  tax  system  as  comprising 
two  distinct  components:  A  "structural"  or  "normative"  component  and  a 
"tax  expenditure"  component.     The  structural  or  normative  component  is 
made  up  of  those  provisions  in  the  Internal  Revenue  Code  that  are 
necessary  if  we  are  to  have  a  tax  system  at  all.     The  tax  expenditure 
component  includes  all  those  provisions  that  are  not  necessary  to  implement 
the  tax,   but  instead  are  designed  to  provide  incentives  to  encourage 
particular  kinds  of  economic  or  social  behavior  or  to  provide  relief  for 
financial  hardship.     Classification  of  a  particular  Code  provision  as 
belonging  to  one  or  the  other  of  the  components  has  not  proved  difficult 
in  the  vast  majority  of  cases,   although  predictably  there  are  a  few 
borderline  situations  that  require  careful  and  continuing  analysis  to 
determine  the  proper  classification. 

B.      The  Structural  or  Normative  Component 

The  normative  structure  of  a  tax  system  consists  of  those  provisions 
in  the   Internal   Revenue  Code  which   reflect  the  responses  given  by 
policy  makers  to  the  following  questions: 

1 .      What  is  the  base  of  the  tax? 

For  purposes  of  our  discussion  today,   the  United  States  has  decided 
to  impose  a  tax  on  "net  income"   --   in  Code  terms   "gross  income"  less 
the  "ordinary  and  necessary  expenses  of  carrying  on  a  trade  or  business" 
(and  the  costs  of  producing   investment  income).     That  policy  decision 
to  have  such  a  tax  of  course  rested  on  judgments  about  the  economic, 
political,    social,   ethical,   etc.,   views  of  our  people.      The  provisions 
necessary  to  implement  that  policy  decision  in  turn   reflect  widely  accepted 
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definitions  of  Income,   with  the  tax  technicians  looking  to  economists  and 
the  accounting  profession  for  the  appropriate  guidance. 

2.  What  are  to  be  the  rates  of  tax? 

The  answers  given  in  the  United  States  are  set  forth  in  sections  1 
and  11  of  the  Code:   Progressive  rates  of  tax  are  applied  to  individuals 
and  a  flat  rate  of  tax  to  corporations.      Implicit  in  the  question  is  the 
need  to  determine  the  point  at  which  positive  rates  of  tax  are  to  begin 
and  for  individuals  the  basic  personal  exemptions  coupled  with  the  zero 
bracket  amount  in  the  rate  schedules  reflect  the  current  resolution  of 
this  question. 

3.  Who  is  to  be  taxed? 

This  is  the  question  of  the  taxable  unit.     Decisions  must  be  made 
whether  to  tax  married  couples  as  a  single  unit  or  as  two  separate 
taxpayers,  whether  to  include  dependents  in  the  tax  unit,  whether  to 
tax  legal  entities  such  as  corporations,  partnerships,  trusts,  and  mutual 

associations  as  entities  separate  from  their  owners  and/or  beneficiaries. 
Again,  the  appropriate  answers  to  these  questions  are  not  inherently 
contained  in  a  decision  to  tax  net  income  or  a  decision  to  employ  a 
particular  rate  structure.     Policy  makers  instead  draw  on  their  under- 
standing of  the  views  of  society  on  such  matters  as  marriage,   property 
ownership,  the  sexual  composition  of  the  work  force,  the  role  of  business 
associations  in  the  economic  and  social  life  of  the  country,   and  the  like. 
Different  answers  may  be  given  by  different  countries.      In  the  United 
States,  for  example,   we  permit  married  couples  to  decide  whether  to  be 
taxed  as  a  unit  or  as  two  separate  taxpayers,  the  corporation  is  regarded 
as  a  tax  unit  separate  and  distinct  from  its  shareholders,   rules  are 
provided  for  the  tax  treatment  of  trusts  and  mutual  associations,  etc. 

4.  Within  what  period  is  the  tax  to  be  imposed? 

This  question  involves  two  aspects:   How  often  is  the  tax  to  be 
imposed?     What  rules  are  required  to  allocate  income  and  deductions  to 
the  proper  period?     In  the  United  States,  the  tax  is  imposed  for  each 
calendar  (or  fiscal)  year.     Generally  accepted  accounting  principles 
provide  the  basic  rules  for  determining  the  allocation  of  items  to  the 
proper  tax  year. 

5.  How  is  the  tax  to  be  applied  to  international  transactions? 
U.S.  citizens  and  corporations  invest  and  conduct  business  outside 

the  U.S.   and  foreign  nationals  and  corporations  invest  and  carry  on 
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business  within  the  U.S.      If  an  income  tax  is  to  be  employed,  basic 
decisions  are  required  to  determine  how  it  will  be  applied  to  such 
situations.     Again,  there  are  multiple  possible  approaches  and  the 
solutions  selected  reflect  our  country's  view  on  matters  such  as  the  role 
of  the  United  States  in  the  world  economy,   balance  of  payment  and 
trade  considerations,  and  the.  desired  comity  between  nations.     The 
jurisdictional  rules  on  source  of  income  and  residence  and  the  foreign 
tax  credit  contained  in  the  Code  provide  the  statutory  articulation  of 
the  policy  answers  given  to  the  fundamental  question. 

6.     How  is  the  tax  to  be  administered? 

A  system  for  administering  the  tax  is  required  and  these  rules  are 
set  forth  in  Subtitle  F  of  the  Code. 

It  is  obvious  that  countries  with  different  economic,  political, 
social,   historic,   religious,  etc.,  backgrounds  may  give  differing  answers 
to  the  above  tax  questions.      But  given  these  answers,  tax  technicians 
working  objectively  can  provide  a  statutory  tax  structure  that  will 
effect  the  tax  selected.     Care  of  course  must  be  taken  that  the  statute 
provides  a  consistent  articulation  of  the  answers,  for  the  questions  and 
answers  do  interact.     Failure  by  the  tax  technicians  to  reflect  the 
policy  answer  in  a  consistent  statutory  structure  can  produce  tax 
expenditures  or  tax  penalties.     But  to  provide  the  statutory  structure 
for  a  normative  income  tax,  tax  technicians  need  only  the  answers  to 
the  above  questions. 

The  Internal  Revenue  Code  in  Subtitle  A  does  contain  the  provisions 
that  are  necessary  to  implement  the  answers  given  in  the  U.S.  to  the 
tax  questions,  although  they  are  not  placed  together  to  permit  ready 
identification.      In  come  instances,  since  the  transactions  to  be  covered 
are  quite  complex,   detailed  and  complex  statutory  formulations  are 
required.     Therefore,   given  the  policy  decisions  the  U.S.   has  made  and 
the  size  and  complexity  of  our  economic  and  social  systems,  we  would 
expect  an  income  tax  Subtitle  of  the  Code  to  be  of  some  significant 
length  and  complexity. 

C.     The  Tax  Expenditure  Component 
As  the  Treasury  in  the  period  1960-1968  reviewed  the  income  tax, 
it  became  obvious  that  there  were  numerous  provisions  in  the  Code  that 
were  not  responsive  to  the  questions  of  how  to  implement  a  tax  on  an 
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individual's  net  income,  at  progressive  rates,  on  the  appropriate  taxable 
unit,  for  the  proper  taxable  year,  in  an  adminlstrable  fashion,  both  for 
domestic  and  international  purposes.     Instead,  these  provisions  were 
responses  to  quite  different  questions:   How  shall  we  encourage  giving 
to  charity;   how  shall  we  stimulate  investment  in  new  machinery  and 
equipment;  how  shall  we  provide  financial  assistance  to  farmers,  and  so 
on?     And  it  became  clear  that  these  provisions  could  best  be  understood 
and  analyzed  as  answers  to  spending  questions.     Accordingly,  those 
provisions  that  were  not  required  in  order  to  implement  an  individual 
income  tax  at  progressive  rates,  etc.,  or  a  corporate  income  tax,  at  a 
flat  rate,  etc.,  were  classified  and  quantified  as  tax  expenditures. 

Given  the  above  analytical  framework,  the  identification  of  tax 
expenditures  has  not  in  most  cases  proved  to  be  a  difficult  matter. 
Most  tax  expenditures  are  readily  recognizable  since  their  history  or 
current  defense  rests,  not  on  the  basis  that  they  form  appropriate 
parts  of  the  normative  tax  structure,  but  instead  on  incentive  or  relief 
of  hardship  grounds.     Indeed,  one  of  the  simplest  methods  for  determin- 
ing whether  a  provision  is  viewed  by  its  beneficiaries  as  a  tax  expendi- 
ture is  to  propose  its  repeal  and  then  listen  to  the  arguments  advanced 
for  Its  retention.     If  the  provision  is  a  tax  expenditure,  the  defenses 
will  be  in  terms  of  jobs,  effects  on  the  industry,  the  impact  on  U.S.    . 
companies'  ability  to  compete  abroad,  etc.     These  are  all  subsidy  argu- 
ments, not  normative  tax  structure  arguments,  and  classification  and 
analysis  can  proceed  along  tax  expenditure  lines. 

Tax  expenditures  in  the  income  tax  may  take  one  of  several  forms 
depending  on  which  element  of  the  normative  tax  structure  they  are 
departing  from: 

1.     Departures  from  the  net  income  tax  base:     Special  exclusions, 
exemptions,  deductions  and  credits  exclude  items  from  the  base  that 
would  be  included  in  a  normative  tax  on  net  income.     In  formulating  the 
first  tax  expenditure  list,  the  Treasury  utilized  "widely  accepted  defini- 
tions of  income,"  relying  primarily  on  the  classic  economic  definition  of 
income  as  the  increase  in  net  wealth  between  two  points  of  time  plus 
consumption  during  that  period.     Provisions  that  depart  from  the  norma- 
tive income  base  represent  the  most  common  form  of  tax  expenditure  in 
the  United  States.     Thus,  for  example,  as  to  receipts,  the  exclusion 
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technique  is  employed  for  interest  on  state  and  local  bonds  and  repre- 
sents a  clear  departure  from  the  income  definition.     On  the  expendi- 
tures side,   tax  expenditures  result  from  special  deductions  such  as  the 
percentage  depletion  deduction  and  the  special  itemized  personal  deduc- 
tions.    Tax  credits,   such  as  the  investment  credit,  may  be  employed  to 
exclude  from  the  tax  base  otherwise  taxable  income. 

2.  Departures  from  the  normal  rate  structures:     Special  rates  of 
tax,  as  in  the  case  of  the  maximum  tax  on  earned  income,  the  preferen- 
tial treatment  of  capital  gains,  and  the  special  rates  for  "small"  corpora- 
tions are  also  tax  expenditures  since  they  depart  from  the  basic  pro- 
gressive individual  tax  rates  (flat  rate  for  corporations)  to  achieve 
non-tax  objectives. 

3.  Departures  from  the  taxable  unit  decision:     Tax  expenditures 
may  result  from  rules  deviating  from  the  responses  given  to  the  taxable 
unit  question.      For  example,   the  basic  U.S.   rule  is  that  corporations 
and  their  shareholders  are  separate  taxpaying  units.     The  $100  dividends 
received  exclusion  departs  from  this  principle  and  taxes  only  the  corpora- 
tion on  that  income.     As  such  the  provision  represents  a  tax  expenditure. 

4.  Departures  from  the  normal  accounting  period  rules:     Some  tax 
expenditures  are  effected  by  accelerating  the  timing  of  deductions  or 
deferring  the  inclusion  of  income.     The  1968  Treasury  list  looked  to 
generally  accepted  accounting  principles  for  rules  to  allocate  items  of 
income  and  deductions  to  the  proper  tax  period.     Tax  expenditures 
such  as  accelerated  depreciation  for  real  estate  and  the  deduction  for 
intangible  drilling  and  development  costs  result  from  decisions  by  Con- 
gress to  depart  from  the  norm  in  timing  matters. 

5.  Departures  from  the  normal  international  tax  rules:      In  the 
international  area,  tax  expenditures  are  provided  through  deferral  of 
tax  or  exclusions  from  income  which  depart  from  the  tax  results  that 
would  be  applicable  were  the  normative  rules  applied  uniformly.     The 
special  exclusion  for  U.S.   citizens  working  abroad  and  the  deferral  of 
tax  on  the  income  earned  by  foreign  subsidiaries  of  U.S.   corporations 
are  examples. 

The  Budget  Act  of  1974  embodied  the  1968  Treasury  definitional 
approach  and  the  above  analytic  techniques  in  its  definition  of  tax 
expenditures  as: 
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"[T]hose  revenue  losses  attributable  to  provisions  of  the  Federal 
tax  laws  which  allow  a  special  exclusion,  exemption  or  deduction  from 
gross  income  or  which  provide  a  special  credit,  a  preferential  rate  of 
tax  or  a  deferral  of  tax  liability..." 

The  legislative  history  of  the  Budget  Act  makes  clear  that  the 
classification  of  an  item  as  "special"  is  to  be  made  by  employing  the 
techniques  discussed  above  that  had  been  used  by  Treasury  and  Congres- 
sional  staff  technicians  to  develop  published  tax  expenditure  lists. 

The  decade  since  1968  has  revealed  remarkably  little  controversy 
over  items  that  have  been  included  in  tax  expenditure  lists  published 
by  the  Office  of  Management  and  Budget,  the  Congressional  Budget 
Office  and  the  Staff  of  the  Joint  Committee  on  Taxation.     Only  a  handful 
of  items  included  in  the  list  have  occasioned  any  dispute  at  all  as  to 
their  classification  as  tax  expenditures  in  an  income  tax.     (The  few 
points  of  dispute  that  have  arisen  have  come  from  those  who  really 
prefer  an  expenditure  tax  to  an  income  tax,   and  seek  to  exclude  items 
from  the  income  tax  expenditure  list  because,  they  assert,  the  items 
would  not  be  tax  expenditures  under  an  expenditure  or  consumption 
tax.     But  this  is  clearly  an  inappropriate  ground  for  objection.     For 
example,  the  assertion  that  a  deduction  for  charitable  contributions  is 
not  a  tax  expenditure  under  a  normative  expenditure  tax,   even  if 
correct,   says  nothing  about  its  classification  under  a  normative  income 
tax.)     Some  also  assert  that  the  tax  expenditure  list  theoretically  should 
include  items  that  it  presently  does  not,   i.e.,   items  that  would  be 
classified  as  income  by  economists  but  are  not  subject  to  tax  (for  example, 
gifts  and  the  imputed  income  from  owner-occupied  housing).     Continuing 
study  on  the  classification  of  such  items  is  certainly  appropriate.     But 
the  failure  to  include  some  boundary  items  hardly  calls  into  question  the 
correctness  of  the  classification  of  items  that  are  clearly  departures 
from  the  norm.     The  tax  expenditure  concept  evisions  a  dynamic  rather 
than  a  static  process  of  study  and  classification.     To  date  this  process 
has  been  characterized  by  a  striking  uniformity  of  views  on  definitional 
matters  among  tax  technicians  responsible  for  developing  the  lists  for 
use  by  Congress  and  the  Executive  Branch. 


1.       H.R.   2  employs  the  same  basic  definition. 
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Moreover,  the  tax  expenditure  concept  is  an  analytic  tool  to  be 
used  by  practical  legislators  and  government  policy  officials  responsible 
for  real  budget  and  tax  policy  decisions.     An  assertion  that  it  is  impossible 
to  define  tax  expenditure  really  constitutes  an  assertion  that  a  country 
has  no  control  over  its  tax  and  budget  policies.     Practical  politicians 
and  officials  simply  cannot  accept  this  view  and  have  demonstrated  that 
definitional  "problems"  raised  for  rhetorical  impact  will  not  be  permitted 
to  obscure  the  underlying  tax  policy  and  budget  issues  that  must  be 
addressed. 

D.     Some  Misconceptions  About  The  Concept 

Critics  of  the  tax  expenditure  concept  sometimes  assert  that  the 
concept  is  based  on  the  premise  that  all  income  belongs  to  the  government. 
The  "criticism"  is  completely  wrong  and  proceeds  either  (1)  from  a  total 
lack  of  understanding  of  what  constitutes  a  normative  tax  on  net  income, 
or  (2)  from  a  desire  to  make  debating  points  to  try  to  deflect  Government 
consideration  of  the  real  issues  raised  by  the  use  of  tax  expenditures. 

As  was  discussed  above,  the  decision  about  a  tax  base  and  a 
decision  about  rates  are  two  independent  matters.     Neither  decision,  if 
consistently  applied,   involves  tax  expenditures.     The  United  States  has 
made  a  decision  to  tax  "net  income."     This  policy  was  adopted  in  1913 
and  was  certainly  not  premised  on  the  view  that  all  income  belongs  to 
the  government;   it  simply  reflects  that  view  that  net  income  was  an 
appropriate  tax  base  among  several  possible  tax  bases  for  a  variety  of 
economic,   social,   historical,   ethical,  etc.,   views.     A  set  of  tax  rates  Is 

then  applied  to  that  base.     The  tax  expenditure  concept  does  not  posit 
any  particular  rate  structure  as  normative;  thus  the  rate  structure  is 
determined  by  broad  views  about  revenue  needs,  distribution  of  the  tax 
burden,   etc. 

In  order  for  the  alleged  "criticism"  to  be  correct,  its  expounders 
would  have  to  establish  that  the  only  rate  structure  a  country  could 
adopt  in  a  normative  income  tax  system  is  a  flat  100%  rate  on  net  income. 
This  is  a  patent  absurdity  and  is  not  implied  by  the  tax  expenditure 
concept  or  asserted  by  any  serious  tax  analyst. 

In  fact  the  "all  income  belongs  to  the  government"  slogan  really 
seems  to  arise  from  its  propounders'  desire  to  avoid  scrutiny  of  the  tax 
preferences  they  enjoy  under  criteria  applicable  to  other  government 
spending  programs.     By  employing  misleading  but  inflammatory  rhetorical 
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sallies,  they  seek  to  divert  attention  from  real  issues  concerning  the 
efficiency,   effectiveness,   budget  impact  and  equity  of  the  program  of 
which  they  are  beneficiaries,  fearing  perhaps  that  the  existing  tax 
expenditure  programs  from  which  they  are  benefitting  will  not  stand  up 
under  careful  review  and  analysis. 

Another  misconception  that  sometimes  is  heard  is  that  the  cost  of 
tax  expenditures  is  difficult  to  estimate  and  therefore  the  whole  concept 
is  invalid.     Again,  this  is  an  argument  that  is  difficult  to  understand. 
Those  technicians  in  the  Treasury  and  on  the  Staff  of  the  Joint  Committee 
on  Taxation  who  supply  the  tax  expenditure  estimates  are  the  same 
people  who  supply  the  estimates  for  changes  in  the  normative  or  structural 
elements  of  the  income  tax  system,  e.g.,  changes  in  rates,  the  standard 
deduction,   personal  exemptions,  etc.     They  use  the  same  estimating 
techniques  and  the  same  data  base  for  both  types  of  estimates.     The 
problems  of  estimating  the  revenue  effects  are  the  same  for  tax  expenditures 
as  for  structural  changes.     Certainly  revenue  estimates  involve  complex 
issues  --  the  interaction  of  one  provision  with  another,  the  assumptions 
that  economic  conditions  will  remain  unchanged  --  but  the  issues  are  no 
different  for  tax  expenditures  then  for  normal  tax  provisions.     All  can 
agree  that  revenue  estimating  procedures  should  be  continually  refined 
and  improved.     But  if  criticisms  of  present  estimating  techniques  are 
valid,  they  apply  equally  to  estimates  of  normal  tax  structure  changes 
and  to  tax  expenditure  estimates.     The  criticisms  in  no  way,  therefore, 
challenge  the  validity  of  the  tax  expenditure  concept  itself. 

It  should  also  be  made  clear  that  the  estimating  problems  involved 
in  tax  expenditures  are  also  present  in  some  direct  spending  programs. 
That  is,   a  cutback  or  increase  in  one  type  of  direct  spending  program 
may  well  cause  an  increase  or  decrease  in  another.     Moreover,  budget 
estimates  of  the  costs  of  certain  programs  also  depend  on  assumptions 
about  the  future  state  of  the  economy,  economic  behavior  of  those 
affected  by  the  program  and  the  like.     Therefore,  the  issues  of  tax 
expenditure  revenue  estimates  are  also  encountered  in  estimating  the 
costs  of  direct  spending  programs.     And  no  one  would  suggest  that  we 
should  discard  the  Federal  Budget  just  because  of  estimating  problems. 

Fundamentally,  the  arguments  that  the  tax  expenditures  cannot  be 
identified,  or  if  identified,  cannot  be  estimated  constitute  assertions 
that  the  country  has  lost  control  of  its  fiscal  and -budget  policies. 
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After  all,   a  nation  that  cannot  determine  what  is  in  its  income  tax 
structure  or  how  much  particular  programs  cost  is  a  nation  without  a 
fiscal  rudder.      In  fiscal  1980,  tax  expenditures  are  estimated  to  toal 
some  $169  billion,  over  31%  of  the  total  direct  budget  outlays.     That  is 
a  lot  of  money  to  lose  sight  of  and  to  disregard  on  the  basis  that  there 
are  shortcomings  in  the  estimation  techniques. 

E.     Summary  of  Developments  |n  the  Use  of 
the  Tax  Expenditure  Concept 
The  decade  since  1968  has  demonstrated  the  utility  of  the  tax 
expenditure  concept  in  a  variety  of  situations.     Obviously  the  concept 
has  great  relevance  to  tax  policy  issues.     But  a  decade  of  experience 
has  revealed  numerous  implications  of  the  concept  for  budget  policy  and 
the  procedures  by  which  Congress  exercises  its  responsibilities  for 
efficient  and  effective  use  of  federal  revenues.     The  Congressional 
developments  are  only  briefly  summarized  here. 

1.  Spending  Program  Issues 

Tax  expenditure  analysis  has  demonstrated  that  preferential  tax 
provisions  must  be  analyzed  and  evaluated  under  the  same  criteria  as 
are  applied  to  direct  spending  programs.     Moreover,  because  tax  expendi- 
tures cover  areas  that  are  also  affected  by  direct  spending  or  regulatory 
programs,   it  has  also  become  clear  that  comparisons  between  the  tax 
and  direct  spending  programs  are  required  to  insure  that  consistent 
government  policies  are  being  followed  by  the  two  approaches.     Some  of 
the  necessary  studies  have  been  commenced  by  the  Congressional  Budget 
Office  and  the  Budget  Committee  Staffs,   but  much  more  in  required. 
This  aspect  of  tax  expenditure  analysis  is  answered  in  greater  detail  in 
Part   II   and  Appendix  A. 

2.  Budget   Issues 

The  Budget  Act  of  1974  reflected  Congressional  understanding  that 
basically  the  same  procedures  must  be  applied  to  tax  expenditures  as  to 
direct  expenditures  if  Congress   is  to  exercise  any  meaningful  control 
over  the  Budget  process.        Any  proposed  or  existing  direct  spending 
program  can   be  drafted  as  a  tax  expenditure.      Congress  understood. 


1.        See  Surrey  and  McDaniel,    The  Tax   Expenditure  Concept  and  the 
Budget   Reform  Act  of  1974,    17   Boston   College   Industrial  and 
Commercial   Law  Review  679  (1976). 


711 


therefore,   that  exclusion  of  tax  expenditures  from  the  budget  process 
would  create  a  gaping  loophole  through  which  every  spending  provision 
could   run  free  of  the  budgetary  constraints  envisioned  by  the  Act. 

To  assist  in  the  Budget  process  the  Congressional   Budget  Office 
and  the  Staff  of  the  Joint  Committee  on  Taxation,  working  with  the 
Treasury  and  OMB,   have  published  increasingly  detailed  and  more 
refined   lists  of  tax  expenditures  by  Budget  function. 

The  Executive  Branch  somewhat  more  slowly  has  come  to  recognize 
that  need  to  incorporate  tax  expenditures  in  its  normal  budget  development 
process.      In  some  instances  —  the  National  Energy  Plan,  for  example  — 
particular  agencies  or  inter-agency  groups  have  been  permitted  to 
develop  tax  expenditure  proposals  without  any  real  coordination  with 
the  direct  budget  (or  with  tax  policy  positions!).     Although  the  1980 
Budget  and  Special  Analyses  reflect  a  greater  degree  of  integration  of 
tax  and  direct  expenditures,  much  closer  coordination  between  the 
Treasury  and  other  Departments  is  required  to  coordinate  tax  and 
direct  expenditures.     Failure  to  take  this  action  means  that  over  25-30 
percent  of  the  total   Federal  Budget  is  simply  uncontrolled  and  uncoordin- 
ated with  the  other  65-70  percent. 

3.      Legislative  Process 

The  tax  expenditure  analysis  has  also  illuminated  some  issues  in 
the  legislative  process.        it  has  made  clear,  for  example,  that  the 
tax-writing  committees,  when  they  enact  or  expand  tax  expenditures, 
serve  both  as  the  authorizing  and  the  appropriations  committee.     Whether 
this  result  is  desirable  or  not  is  a  fact  that  needs  to  be  considered.      In 
the  Senate,   members  of  the  Appropriations  Committee  have  raised  questions 
about  the  dual  aspect  of  the  tax  writing  committees'  jurisdiction  in  the 
context  of  refundable  tax  credits.     But  the  issue  is  broader  and  deserves 
full  study. 

Some  steps  have  been  taken  by  Congress  to  try  to  provide  greater 
coordination  between  consideration  of  tax  and  direct  spending  programs. 
The  budget  process  obviously  has  a  role  to  play,  as  the  1978  consideration 


For  more  expanded  discussions  of  the  issues,   see  McDaniel,   Federal 
Income  Tax  Simplification:   The  Political   Process,   34  Tax   Law  Review 
27  (1978);  Surrey  and  McDaniel,  The  Tax  Expenditure  Concept: 
Current  Developments  and  Emerging  Issues,  20  Boston  College  Law 
Review  225  (1979). 
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of  tuition  tax  credits  versus  direct  aid  to  students  revealed.     But,  the 
issue  is  not  simply  a  budget  matter  and  the  preliminary  steps  that  have 
been  taken  need  to  be  built  upon  to  insure  more  effective  Congressional 
oversight  of  all  Federal  expenditure  programs.     The  coordination  task 
obviously  will  not  be  easy  as  sensitive  issues  of  committee  jurisdiction 
are  involved. 

4.      International  Aspects 

The  last  ten  years  have  also  seen  a  rapid  growth  in  interest  in  the 
tax  expenditure  concept  within  the  international  tax  community.     Within 
the  past  four  years,  the  two  major  international  tax  organizations  have 
held  Congresses  on  the  subject.     West  Germany  has  for  years  published 
a  tax  expenditure  budget.     The  governments  in  The  Netherlands  and 
Canada  have  projects  currently  under  way  to  identify  tax  expenditures 
in  their  own  systems.     Japan  and  Israel  are  likewise  considering  the 
use  of  tax  expenditure  budgets.     A  tax  expenditure  list  for  the  U.K. 
income  tax  system  has  been  published.     A  study  is  underway  to  provide 
a  comparative  analysis  of  the  uses  made  of  tax  expenditures  by  selected 
industrialized  countries  and  the  possible  utility  of  the  concept  in  working 
out  international  tax  relationships. 

These  developments,  most  of  them  taking  place  within  the  past  four 
years,  indicate  that  the  tax  expenditure  concept  will  soon  become  an  ac- 
cepted analytic  technique  in  the  international  tax  and  economic  community. 

II.      PROCEDURES   FOR   CONGRESSIONAL   REVIEW 

AND  CONTROL  OF  TAX   EXPENDITURES 

A.     Background 

In  the  decade  since  the  tax  expenditure  concept  was  introduced, 
Congress  has  demonstrated  increasing  awareness  of  the  need  to  review 
and  coordinate  tax  expenditure  programs  with  the  outlay  side  of  the 
Budget. 

The  1974  Budget  Act  represents  the  most  complete  expression  this 
recognition  to  date.     Section  102(a)  imposes  upon  the  respective  Budget 
Committees  the  duty  to  "devise  methods  of  coordinating  tax  expenditures, 
policies  and  program  with  direct  budget  outlays."     For  a  variety  of 
reasons,   neither  Budget  Committee  has  been  particularly  aggressive  In 
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carrying  out  the  statutory  responsibility.     The  House  Budget  Committee 
Task  Force  on  Tax  Expenditures  has  held  hearings  on  selected  tax 
expenditures  and  the  impact  of  particular  tax  expenditures  on  areas  of 
concern  such  as  urban  redevelopment.     But  the  Senate  Budget  Committee 
has  disbanded  its  Tax  Expenditure  Task  Force.     The  Staff  of  the 
Senate  Budget  Committee,  working  with  the  Congressional  Budget  Office, 
the  Congressional  Research  Service,  and  the  General  Accounting  Office, 
prepared  a  very  useful  study,  "Tax  Expenditures:   Relationships  to 
Spending  Provisions  and  Background  Material  on  Individual  Provision"   . 
(Comm.   Print.,  Sept.,  1978).     The  second  part  of  the  Study  compared 
and  analyzed  tax  and  direct  outlay  programs  in  seventeen  areas.     The 
Congressional  Budget  Office  has  also  prepared  at  the  request  of  the 
Budget  Committees  helpful  studies  of  some  particular  tax  expenditures. 

House  Rule  X,  as  amended  in  1974,  empowered  each  legislative 
committee  to  conduct  studies  and  investigations  of  the  way  tax  policy 
(presumably  read  "tax  expenditures")  affects  subjects  within  the  Commit- 
tee's jurisdiction.     The  purpose  of  the  amendment  was  to  provide  greater 
coordination  between  tax  and  non-tax  policy  initiatives  within  the  same 
area  of  national  concern.     Again  the  non-tax  committees  of  the  House 
have  not  made  significant  use  of  the  power  bestowed  on  them. 

Finally,  as  previously  noted,  the  tax  writing  Committees  are  with 
greater  frequency  writing  into  tax  legislation  the  requirement  that  the 
Treasury,  in  cooperation  with  non-tax  Departments  where  appropriate, 
prepare  and  submit  to  Congress  studies  on  particular  tax  expenditures. 

B.     Need  for  Periodic  Review  Procedure 
Against  this  background,  the  dual  objectives  of  insuring  regular 
review  of  tax  expenditure  provisions  and  coordination  of  tax  spending 
with  direct  outlays  remain  largely  unrealized.     Various  institutional 
techniques  have  been  suggested  by  which  Congress  can  achieve  one  or 
both  of  the  goals.     Before  turning  to  an  analysis  of  the  various  possi- 
ble approaches  it  is  helpful  to  examine  briefly  the  reasons  why  some 
type  of  formal  procedure  for  review  and  coordination  is  necessary. 
1.     Growth  of  Tax  Expenditures 
Since  the  presentation  of  the  first  tax  expenditure  budget  in  1968, 
the  volume  of  tax  expenditures  has  increased  tremendously.     This 
growth  is  represented  both  in  the  number  of  programs  employed  and 
the  aggregate  dollar  amount  of  the  tax  expenditure  budget. 
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In  1968,  there  were  some  40  separate  tax  expenditure  programs 
involving  about  $44  billion.      For  fiscal  1980,  the  Congressional  Budget 
Office  fax  expenditure  list  includes  96  separate  items  and  involves 
aggregate  revenue  costs  of  almost  $169  billion.     (Direct  outlays  are 
expected  to  toal  $532  billion.)     Even  taking  into  account  that  part  of 
the  increase  in  the  number  of  items  is  due  to  more  refined  budget 
presentation  techniques  and  allowing  for  the  interaction  effect  (which 
also  existed  in  the  1968  list),  there  has  obviously  been  an  enormous 
increase  over  the  past  decade  in  the  extent  to  which  tax  expenditures 
are  employed.     Indeed  the  percentage  increase  in  the  tax  expenditure 
budget  has  been  significantly  greater  than  that  experienced  in  direct 
outlays  during  the  same  period. 

This  largely  hidden  growth  in  the  federal  budget  cannot  continue 
unchecked  or  Congress  will  ultimately  lose  its  hard  won  progress  to 
achieve  more  effective  control  over  the  budget. 

2.  Budget  Pressures 

There  have  been  increasing  pressures  to  reduce  the  size  —  or  at 
least  the  rate  of  growth  --  of  the  federal  Budget.     Some  would  impose  a 
constitutional  requirement  for  a  balanced  budget.     But  advocates  of 
those  positions  appear  to  confine  their  attention  to  the  direct  outlay 
portion  of  the  federal  budget.     They,  for  whatever  reason,  do  not 
address  themselves  to  the  25%  of  the  total  Budget  that  is  contained  in 
the  tax  expenditure  list. 

Congress,  of  course,  cannot  wear  these  kinds  of  budgetary  blinders. 
If  some  sort  of  arbitrary  limit  were  placed  on  direct  outlays,  proponents 
of  federal  spending  programs  would  simply  shift  their  strategies  to  tax 
expenditures.     This  means  that  whatever  the  future  or  desirability  of 
various  spending  limitation  proposals  may  be,   it  is  essential  that  Congress 
get  tax  expenditures  under  the  same  control  as  direct  expenditures.      In 
turn,   institutional  procedures  for  regular  review  and  analysis  of  tax 
expenditure  programs  are  necessary  prerequisites  for  the  needed  control. 

3.  Lack  of  Coordination 

With  the  remarkable  growth  in  tax  expenditures,  the  extent  of 
overlap  of  tax  and  direct  spending  programs  has  increased  substantially. 
Preliminary  studies  on  the  overlap  problem  have  revealed  that: 

—   In  a  number  of  situations,   waste  of  federal  funds  results  from 
unnecessary  duplication  of  tax  spending  and  direct  outlays. 
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--  In  other  cases,  tax  spending  and  direct  outlay  programs  In  the 
same  area  pursue  different  policies  and  involve  different  program  designs; 
but  there  is  no  rational  explanation  for  the  differences. 

"  In  still  other  cases,  the  effects  produced  by  the  tax  expenditure 
programs  are  diametrically  opposite  to  those  sought  to  be  achieved  by 
direct  outlay  or  regulatory  policies. 

Given  the  above  problems  that  are  created  by  the  present  lack  of 
review  that  characterizes  tax  expenditures,  it  Is  appropriate  that  this 
Subcommittee  begin  considering  ways  to  bring  this  portion  of  the  federal 
Budget  under  control.     We  turn  now  to  a  consideration  of  some  possible 
techniques  and  evaluate  them  in  light  of  their  ability  to  achieve  two 
fundamental  objectives: 

1.  Regular  review  of  tax  expenditure  programs. 

2.  Coordination  of  tax  expenditure  programs  with  direct  programs 
in  the  same  policy  area. 

C.      POSSIBLE  TECHNIQUES  TO   INSURE   PERIODIC 
REVIEW  OF  TAX   EXPENDITURES 

1.      Regularly  Scheduled  Review  of  Tax  Expenditures 

Over  the  past  decade,  several  Senators  and  Representatives  have 
proposed  that  Congress  establish  a  prescribed  review  schedule  for  tax 
expenditure  provisions.     Senator  Dole  is  the  most  recent  exponent  of 
this  procedure  (although  his  proposal  is  not  confined  to  tax  expenditures). 

Certainly  a  regular  review  schedule  has  much  to  recommend  it  if 
the  review  and  evaluation  of  each  tax  expenditure  is  carried  out  in  the 
manner  described  in  Appendix  A.      If  conscientiously  implemented,  the 
scheduled  review  procedure  would  cure  one  of  the  principal  problems 
with  most  existing  tax  expenditures  --  the  fact  that  once  in  the  Code 
they  are  seldom  subject  to  the  thoroughgoing  scrutiny  that  direct 
programs  are  subjected  to  with  some  frequency,   in  some  cases  even 
annually. 

Therefore  the  scheduled  review  approach  can  meet  the  first  of  the 
two  objectives  described  above:   Regular  review  and  evaluation  of  each 
item  in  the  tax  expenditure  budget. 

There  appear  to  be  two.  matters  for  concern  with  respect  to  the 
regularly  scheduled  review  procedures  that  have  been  suggested  to 
date: 
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1.  There  is  no  mechanism  by  which  review  of  the  tax  expenditure 
provision  is  coordinated  with  review  of  direct  spending  programs  in  the 
same  budget  area.     Thus,  the  scheduled  review  procedure  appears  to 
achieve  one  of  the  two  objectives  --  review  and  evaluation  of  the  tax 
expenditure  itself—  but  fails  to  achieve  the  other  --  coordination  of 
related  tax  and  direct  outlay  programs.     In  my  view,  this  failure  is  a 
major  defect  in  the  proposals  made  to  date. 

2.  There  is  no  sanction  imposed  if  the  scheduled  review  is  not 
undertal<en  (or  is  undertaken  in  a  perfunctory  fashion).     Thus,  even  if 
there  is  no  review,  the  tax  expenditure  would  apparently  continue 
uninterrupted.     The  question  of  sanctions  is  difficult  and  we  will  discuss 
it  further  below. 

2.     Automatic  Termination  Dates  for  Each  Tax  Expenditure  Provision 
Another  technique  to  insure  review  of  tax  expenditure  provisions 
is  to  establish  termination  dates  within  each  program.     This  technique 
has  been  employed  in  the  various  five-year  rapid  amortization  provisions 
and  more  recently  in  the  energy  tax  credits. 

The  individual  termination  date  procedure  does  provide  a  scheduled 
review  point  for  the  particular  tax  expenditure.     Moreover,  in  the 
abstract,  there  is  something  to  be  said  for  tailoring  review  and  possible 
termination  dates  to  the  particular  program  under  consideration.     A 
priori,  it  is  not  evident  that  five  years  is  the  ideal  time  period  after 
which  to  review  every  type  of  spending  program.     Some  programs  may 
well  be  ripe  for  review  after  two  or  three  years;  others  may  not  be 

susceptible  to  thorough  analysis  until  after  they  have  been  in  operation 
for,   say,   seven  years. 

The  automatic  termination  date  technique  does  insure  review  of  the 
tax  expenditure  as  does  the  scheduled  review  procedure.     The  two 
techniques  also  share  the  same  defect:   Each  fails  to  provide  any  mechanism 
for  coordinating  a  review  of  tax  expenditures  with  that  of  corresponding 
direct  outlay  programs. 

The  automatic  termination  date  procedure  does  supply  an  element 
missing  from  the  scheduled  review  proposals.     That  is,   if  the.  review 
fails  to  take  place,   the  sanction  of  termination  of  the  program  is  imposed. 
The  use  of  the  sanction  has  the  beneficial  effect  that  beneficiaries  and 
proponents  of  the  program  must  come  forward  to  carry  the  burden  of 
proof  to  show  that  there  is  a  continued  need  for  the  program  and,   if 
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so,  that  the  tax  expenditure  as  structured  is  efficient,  effective,  equit- 
able and  preferable  to  a  similar  direct  expenditure  approach. 

On  the  other  hand,  there  are  problems  with  the  Individualized 
termination  date  approach.     For  one  thing,  the  approach  seems  most 
appropriate  for  newly  enacted  tax  expenditures.     But  the  long-standing 
tax  expenditures  also  need  review.      If  this  approach  is  to  be  effective. 
Congress  would  have  to  set  individualized  and  automatic  termination 
dates  for  all  those  existing  tax  expenditure  programs  which  presently 
contain  none.     That  Is  a  major  task  to  expect  Congress  to  undertalte 
and  the  legislative  battles  over  each  termination  date  would  likely  be  as 
controversial  and  time  consuming  as  would  actual  proposals  to  terminate. 
The  beneficiaries  of  each  tax  expenditure  could  be  expected  to  marshall 
arguments  (1)  that  their  tax  expenditure  Is  "unique"  and  hence  should 
have  no  termination  date,  and  (2)  if  a  termination  date  Is  necessary.   It 

must  be  15,  25  or  50  years  away,  again  because  of  the  "specialness"  of 
the  program. 

There  Is  another  aspect  to  the  automatic  terminatlon-date-as-sanc- 
tion  approach  that  must  be  considered.     Several  of  the  five-year  rapid 
amortization  provisions  have  reached  their  scheduled  termination  dates 
within  the  past  few  years.     In  a  few  instances  the  programs  were 
allowed  to  expire;  In  most  cases,  the  program  was  extended,  sometimes 
retroactively  to  the  scheduled  original  termination  date.     But  to  the 
outside  observer,  whether  lapse  of  extension  resulted,  the  necessary 
studies  and  review  procedures  were  not  required  or  followed  to  provide 
Congress  and  the  taxpaying  public  with  the  data  to  evaluate  the  conti- 
nued (or  expired)  need  for  the  program  and  Its  efficiency,  effectiveness, 
and  equity  as  a  program.     This  experience  simply  points  up  the  fact 
that  establishing  and  following  the  review  and  evaluation  procedures 
described  in  Appendix  A  for  each  individual  tax  expenditure  are  crucial 
prerequisites  to  the  proper  functioning  of  any  institutional  procedure 
Congress  may  adopt.     The  termination  sanction  has  been  demonstrated 
to  be  of  no  effect  if  the  tax-writing  committees  do  not  require  and 
carry  out  the  necessary  studies  and  evaluation,  and,  in  cases  where 
the  Committees  have  failed  to  exercise  the  responsibility.  Congress 
itself  has  been  unwilling  to  Impose  the  sanction  of  termination. 

Thus,  while,  for  reasons  discussed  below,  the  sanction  of  termina- 
tion may  be  useful,  it  must  be  understood  that  It  Is  neither  a  substitute 
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for  nor  a  guarantor  of  performance  of  the  fundamental  tasks  of  review 
and  evaluation. 

3.     The  Sunset  Procedure 
a.     Coverage  of  Tax  Expenditures 
The  sunset  process,  as  encompassed  in  H.R.  2,   contemplates  a 
regularly  scheduled  review  of  each  spending  program  of  the  Federal 
Government.     To  insure  that  the  requisite  review  is  in  fact  conducted, 
the  legislation  mandates  termination  dates  for  each  budget  outlay  pro- 
gram.    Failure  by  Congress  to  review  and  to  act  favorably  on  the  basis 
of  that  review  results  in  repeal  of  the  program. 

Section  705(e)  of  H.R.  2  contemplates  that  the  review  of  tax 
expenditure  provisions  should  take  place  at  the  same  time  as  their 
corresponding  budget  function  outlay  programs  are  scheduled  for  review. 
The  sunset  approach  thus  seeks  to  accomplish  the  twin  objectives  of 
review  and  coordination  of  tax  expenditures  and  direct  outlays.     The 
sanction  of  termination  is  designed  to  insure  that  the  requisite  efforts 
to  meet  the  objectives  will  in  fact  be  undertaken. 

While  the  sunset  approach  contemplates  coordination  of  tax  and 
direct  expenditures  and  provides,  with  the  Budget  Act,  a  further 
impetus  toward  that  objective,   it  must  be  recognized  that  Congressional 
procedures  in  addition  to  those  provided  in  the  sunset  and  budget 
legislation  will  be  required.     Delicate  questions  of  Committee  jurisdiction, 
insuring  that  related  tax  and  direct  expenditure  programs  favorably 
reported  are  in  fact  complementary,  and  procedures  to  deal  with  in- 
stances in  which  the  two  approaches  are  not,  must  be  worked  out  if  the 
coordination  contemplated  by  sunset  legislation  is  to  be  a  reality.     With 
this  important  caveat,   it  is  still  true  that  properly  structured  sunset 
mechanisms  could  represent  a  helpful  step  toward  reaching  the  objective 
of  coordination  of  tax  and  direct  spending  programs. 

It  is  not  the  purpose  of  this  paper  to  discuss  whether  the  sunset 
technique  is  a  desirable  measure  for  Congress  to  adopt.     Rather,  the 
following  discussion  is  intended  to  make  clear  that  if  Congress  adopts  a 
sunset  procedure  for  direct  outlays,   it  must  adopt  the  same  jarocedures 
for  tax  expenditures. 

Any  direct  outlay  program  can  be  rewritten  as  a  tax  expenditure 
provision.     Thus  failure  to  include  tax  expenditures  in  a  sunset  proce- 
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dure  constitutes  an  open  invitation  to  wholesale  avoidance  of  the  review 
and  evaluation  procedures  contemplated  by  sunset.     Any  program  which 
the  Executive  Branch,  a  private  interest  group,  or  a  member  of  Con- 
gress wants  to  exclude  from  sunset  review  will  be  drafted  as  a  tax 
expenditure  rather  than  as  a  direct  outlay  provision.     For  example,   if 
export  incentives  for  U.S.   business  are  considered,  drafting  all  the 
incentives  as  tax  expenditures  rather  than  as  direct  outlays  could 
exempt  the  entire  program  from  sunset  review.     Similarly,   a  national 
health  insurance  program  could  be  completely  exempt  from  sunset  if  tax 
credits  rather  than  direct  physician  payments  were  employed.     All  or  a 
major  part  of  the  nation's  welfare  programs  could  be  exempt  from  sunset 
by  structuring  direct  payments  as  tax  credits.     Present  programs  for 
higher  reduction  could  also  be  exempted  from  sunset  review  by  the 
simple  expedient  of  redrafting  them  as  tax  credits.     Congress  in  the 
1974  Budget  Act  recognized  that  a  budget  control  process  that  did  not 
include  tax  expenditures  was  a  budget  under  no  control  at  all.     The 
same  is  true  of  sunset:     A  mechanism  to  insure  review  and  evaluation  of 
government  spending  programs  that  does  not  cover  tax  expenditures  is 
no  insurance  at  all. 

The  necessity  to  cover  tax  expenditures  if  a  sunset  procedure  is 
to  be  adopted  at  all  seems  clear  as  a  matter  of  past  budgetary  experi- 
ence and  logic.     It  is  therefore  useful  to  consider  in  some  detail  the 
arguments  which  have  been  advanced  against  sunset  of  tax  expenditures 
by  some  business  leaders  and  members  of  Congress  (notably  in  the 
Senate).     In  virtually  ail  cases,  opponents  of  sunset  for  tax  expendi- 
tures profess  to  be  strong  supporters  of  sunset  for  direct  outlays  so 
that  it  is  equally  important  to  see  if  the  distinctions  they  rely  upon 
stand  up  to  analysis. 

b.     Business  Objections  --  And  Why  They  Are  Wrong 

Some  members  of  the  business  communiy  have  advanced  two  over- 
riding propositions  for  exclusion  of  tax  expenditures  from  the  sunset 

1 
process.       Those  propositions,  and  their  supporting  arguments,  may  be 

summarized  as  follows: 


See,   e.g.,  Jones,   "Sunset  Legislation,"  Tax  Foundation's  Tax 
Review,  vol.  XXXIX,   no.   12  (Dec.   1978)  at  p.   12.     Similar  views 
have  been  expressed  in  these  Hearings  by  representatives  of  the 
National  Association  of  Manufacturers  and  the  National  Chamber  of 
Commerce. 
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1.  Tax  expenditures  should  not  be  covered  by  sunset  procedures 
because  the  contemplated  review  and  possible  termination  of  a  tax 
expenditure  itself  is  undesirable  or  impossible  for  the  following  reasons: 

a.  Scheduled  review  and  termination  dates  create  uncertainty  in 
the  business  community  that  will  impede  investment. 

b.  Business  tax  expenditures  are  at  greater  risk  of  termination 
than  are  tax  expenditures  for  personal  purposes. 

c.  Termination  of  a  tax  expenditure  represents  an  automatic  tax 
increase  for  the  beneficiaries  of  the  program,  an  increase  that 
will  be  produced  without  an  affirmative  vote  of  Congress. 

d.  Tax  expenditures  cannot  be  defined. 

e.  The  tax  expenditure  concept  rests  on  the  philosophical  premise 
that  all  income  belongs  to  the  government;  since  that  premise  is 
unacceptable,  no  procedure  can  be  approved  which  is  based  on  It. 

f.  Review  of  tax  expenditures  will  produce  an  increase  in  Congressional 
staff  and  Government  bureaucracy. 

2.  Even  if  review  of  tax  expenditures  is  desirable,  sunset  is  unnecessary 
because  tax  expenditures  are  already  reviewed  with  some  frequency 

by  the  tax-writing  committees. 

Neither  proposition  will  withstand  careful  analysis.     The  arguments 
advanced  in  support  of  the  first  proposition  are  defective 
for  several  different  reasons. 

The  argument  that  scheduled  review  of  tax  expenditures  creates 
uncertainty  in  the  business  community  is  an  argument  that  If  true, 
applies  equally  to  sunset  of  direct  outlays  for  business.     Yet  business 
asserts  that  it  supports  sunset  procedures  for  direct  spending  programs. 
If  creation  of  uncertainty  for  business  results  from  sunset  of  tax  expenditures, 
it  must  result  equally  from  sunset  of  direct  outlays.     Thus,  the  argument 
is  either  an  argument  against  the  sunset  procedure  in  its  entirety 
or  it  Is  no  argument  at  all. 

It  is  instructive  to  take  a  brief  and  not  exhaustive  look  at  direct 
outlay  programs  that  benefit  business  which  are  in  the  same  budget 
function  as  tax  expenditures  that  benefit  business. 
International  Affairs 

Tax  Expenditures:     DISC 

Direct  Outlays:  Export-Import  Bank;  Commodity  credit  Corpor- 

ation programs. 
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Energy 

Tax  Expenditures:     Percentage  depletion,   intangible  drilling  costs 
deduction,  energy  tax  credits. 

Direct  Outlays:  Financing  research  and  development  projects 

to  find  new  sources  of  energy. 
Pollution  Control 

Tax  Expenditures:     Five-year  amortization,   investment  credit, 
industrial  development  bonds. 

Direct  Outlays:  Research,  development,  and  demonstration  pro- 

jects to  improve  pollution  control  techniques. 
Agriculture 

Tax  Expenditures:     Cash  method  of  accounting,  expensing  of 

certain  capital  outlays,  capital  gains  treatment 
for  certain  inpome,  and  special  farm  cooperative 
rules. 

Direct  Outlays:  Commodity  price  support  programs,  deficiency 

payments  programs,  crop  insurance  and  disaster 
relief,  research  and  services  programs,  soil 
and  water  conservation  programs. 
Housing 

Tax  Expenditures:     Interest  and  property  tax  deductions  and 

deferral  or  exemption  of  gains  for  homeowners; 
accelerated  depreciation  methods  and  capital 
gains  for  rental  housing. 

Direct  Outlays:  Section  235,  236  and  8  programs,   FHA  programs, 

VA  programs,   FMHA,   GNMA,  and  section  312 
rehabilitation  loans. 

Maritime  Transportation 

Tax  Expenditures:     Deferral  of  tax  on  income  set  aside  for  construc- 
tion. 
Direct  Outlays:  Operating  and  construction  differential  subsidies. 

The  above  list  is  only  a  partial  one.     Other  examples  could  be 
added.      If,  for  example,  defense  department  outlays  are  subject  to 
sunset,   large  numbers  of  contracts  with  private  business  would  be 
affected . 
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The  point  is  that  if  business  is  serious  about  the  argument,   it 
must  oppose  sunset  for  direct  outlays  that  benefit  business.      If  busi- 
ness supports  sunset  of  direct  programs  that  benefit  business  its  oppo- 
sition to  sunset  of  tax  expenditures  must  be  highly  suspect,   its  opposi- 
tion presumably  resting  on  a  lack  of  confidence  in  its  ability  to  carry 
the  requisite  burden  of  proof  as  to  the  need  for  or  effects  of  the 
various  tax  expenditures  for  business. 

The  second  business  objection  to  sunset  review  of  tax  expenditures 
is  that  business  tax  expenditures  are  put  at  greater  risk  than  are 
personal  tax  expenditures.      It  is  difficult  to  discern  the  factual  basis 
for  this  objection.     A  cursory  review  suggests  that  tax  reform  efforts 
since  1961  have  affected  individual  tax  expenditure  items  at  least  as 
much  as  business  tax  expenditures.     Moreover,   neither  the  sunset 
process  nor  the  tax  expenditure  analysis  says  that  tax  expenditures 
should  not  be  used.     The  concept  merely  says  that  the  same  standards 
and  procedures  should  apply  to  direct  and  tax  spending  programs. 
Since  the  business  argument  is  supported  neither  by  history  nor  by 
theory,  one  suspects  again  that  the  argument  is  bottomed  on  the  con- 
cern that  if  business  tax  expenditures  are  examined  under  the  criteria 
discussed  in  Appendix  A,   they  will  be  found  wanting.      But  in  this 
respect,   business  tax  expenditures  are  on  an  exact  par  with  individual 
tax  expenditures  and  are  therefore  at  no  greater  risk. 

The  argument  that  sunset  termination  of  a  tax  expenditure  consti- 
tutes an  automatic  tax  increase  without  a  vote  of  Congress  represents  a 
clever  but  misleading  rhetorical  device.     Although  superficially  the 
argument  does  seem  to  point  up  a  different  effect  between  sunset  of  tax 
expenditures  and  direct  outlays,   deeper  analysis  reveals  that  in  fact  it 
does  not. 

First  and  quite  broadly,   repeal  of  a  tax  expenditure  produces  the 
same  result  as  does  repeal  of  a  direct  program.     There  are  more  revenues 
available  to  Congress  which  it  can  then  use  either  for  tax   reduction  or 
in  other  tax  or  direct  spending   programs.     The  point  here  is  that 
Congress  will  make  a  decision  about  what  to  do  with  the  increased 
revenues  resulting  from  any  program  that  is  terminated,   whether  a  tax 
or  a  direct  spending  program  is  involved.     That  decision  could  be  to 
reduce  tax   rates  and  beneficiaries  of  the  former  tax  spending  programs 
may  not  in  fact  suffer  any  net  financial  detriment  from  repeal  —  indeed 
some  could  be  better  off. 
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Second,  on  a  more  subtle  and  conceptual  level,   repeal  of  a  tax 
expenditure  does  not  involve  a  real  increase  in  the  beneficiary's  taxes 
at  all.     The  tax  expenditure  concept  posits  both  an  imputed  payment  of 
the  tax  called  for  by  the  normative  income  tax  structure  and  an  imputed 
simultaneous  payment  to  the  taxpayer  of  a  government  subsidy.     No 
checks  are  exchanged  and  extra  paper  work  is  thereby  avoided.     But 
the  economic  effect  is  the  same  as  if  the  taxpayer  had  in  fact  paid  the 
higher  normative  tax  due  and  then  received  a  subsidy  check.     Repeal 
of  a  tax  expenditure  does  not  change  the  taxpayer's  normative  tax 
liability  at  all.     As  a  result,  from  an  economic  standpoint,  the  benefici- 
ary of  a  repealed  tax  expenditure  is  still  paying  the  same  normative  tax 
as  before;   he  has  to  remit  a  larger  check  to  the  government  because  he 
is  receiving  a  lower  government  subsidy.     But  the  only  thing  that  has 
happened  economically  is  the  termination  of  the  subsidy. 

The  point  can  be  made  clear  by  comparing  a  taxpayer  who  incurs 
$10,000  in  tax,  gets  the  benefit  of  no  tax  expenditure,  but  who  receives 
a  $5,000  direct  government  subsidy.     Repeal  of  the  direct  subsidy 
,  leaves  his  tax  liability  unchanged  and  no  one  would  argue  that  by 
repeal  Congress  has  increased  his  taxes  without  a  vote.     The  same 
analysis  is  true  if  the  taxpayer  had  a  $10,000  normative  tax  liability 
and  his  $5,000  tax  expenditure  program  were  terminated. 

Thus,   at  bottom,  the  "backdoor  tax  increase"  argument  is  founded 
on  a  basic  misconception  about  what  Government  is  doing  when  it  utilizes  ■ 
or  terminates  —  the  tax  expenditure  technique.      In  fact  the  results  of 
terminating  a  tax  expenditure  program  are  identical  to  termination  of  a 
direct  outlay  program  —  both  as  a  matter  of  economic  effect  on  taxpayers 
and  Congressional  processes  for  deciding  what  to  do  with  the  resulting 
increased  revenues.     As  a  result  the  argument  does  not  support  a 
distinction  between  tax  expenditures  and  direct  outlays  for  sunset 
purposes. 

The  arguments  that  tax  expenditures  cannot  be  defined  and  that 
the  concept  rests  on  the  view  that  all  income  belongs  to  the  government 
have  been  considered  in  Part  I  of  the  paper.     As  discussed  previously, 
the  definitional  argument  is  a  form  of  budgetary  nihilism  that, cannot  be 
accepted  by  a  government  which  desires  to  control  its  outlays.     The 
second  argument  either  reveals  a  total  lack  of  understanding  of  what 
constitutes  a  normative  tax  on  net  income  or  a  deliberate  effort  to 
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divert  attention  from  the  real  need  to  review  and  evaluate  tax  expendi- 
tures. 

Finally,  the  argument  that  review  of  tax  expenditures  will  cause  an 
increase  in  Congressional  staff  and  Government  bureaucracy  is  merely 
an  argument  that  business  does  not  want  its  tax  subsidies  examined. 
Review  might  or  might  not  increase  staff  —  this  depends  on  the  proce- 
dures adopted.     But  more  fundamentally,  If  true,  the  argument  applies 
equally  to  direct  outlay  programs.     The  question  in  either  case  is 
whether  the  cost  of  review  is  worth  the  benefits.      If  It  Is  not  worth  It 
for  tax  expenditures,  it  is  not  worth  it  for  direct  outlays  either. 

The  second  proposition  advanced  by  some  business  leaders  —  that 
review  of  tax  expenditures  already  takes  place  if  review  is  really  neces- 
sary --  again  fails  to  offer  any  basis  for  treating  tax  and  direct  spend- 
ing differently  under  sunset.     After  all,  direct  outlay  programs  are 
reviewed  quite  frequently,  some  as  often  as  annually.     Yet  many  still 
feel  that  a  sunset  procedure  is  necessary  for  the  direct  programs. 
Anyone  who  is  satisfied  with  the  present  frequency  of  Congressional 
review  of  tax  expenditures  must  be  satisfied  with  the  much  more 
frequent  review  that  characterizes  direct  spending  programs.     The 
argument  really  cuts  against  the  business  community.      If  direct  outlays, 
which  are  reviewed  annually  with  varying  degrees  of  thoroughness, 
should  be  subject  to  a  sunset  process,   a  fortiori  tax  expenditures, 
many  of  which  are  rarely  or  never  reviewed,   must  be  subject  to  sunset. 

Indeed  some  business  writers  have  concluded  that  tax  expenditures 
should  be  subject  to  sunset  just  as  are  direct  programs.     The  Journal 
of  Commerce,   in  an  editorial  entitled  "Sunset  for  Tax  Expenditures," 
concluded: 

[W]e  find  no  objection  to  Congress'  exercising 
greater  control  over  and  coordination  of  tax  expenditures. 
In  fact  we  applaud  it  --  if.     If  sunset  for  tax  expendi- 
tures doesn't  become  an  excuse  simply  for  more  govern- 
ment spending. 


1.        Journal  of  Commerce,    vol.    340,    no.   24,   488  (June  22,    1979)  at 
page  4. 
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And,  as  a  recent  article  in  U.S.   News  and  World  Report  pointed  out, 

the  rapid  growth  in  tax  expenditures  is  a  major  reason  why  the  present 

2 

Budget  is  out  of  control. 

c.     Other  Objections  --  And  Why  They  Are  Wrong 
In  the  debates  over  subjecting  tax  expenditures  to  sunset  proce- 
dures other  objections  have  been  advanced.     Though  these  appear 
largely  to  have  been  answered  satisfactorily,  a  brief  review  of  the 
issues  raised  and  the  resolution  thereof  is  appropriate. 

Some  have  asserted  that  there  are  technical  problems  in  terminating 
tax  expenditures.     They  point  to  the  fact  that  in  the  case  of  termination 
of  some  tax  expenditures,  new  statutory  language  is  required  to  deline- 
ate the  normative  rule.     Such  would  be  the  situation,  for  example.  In 
terminating  the  tax  expenditures  that  exempt  or  defer  tax  on  accrued 
gains  at  death  and  that  defer  the  tax  on  Income  earned  by  foreign 
subsidiaries  of  U.S.  corporations.     A  related  technical  Issue  is  the  need 
to  amend  other  provisions  of  the  Code  with  which  the  terminating  tax 
expenditure  interacts. 

These  points  are  correct  as  technical  drafting  points.     However, 
they  seem  capable  of  satisfactory  resolution  and  do  not  serve  as  a  basis 
for  excluding  tax  expenditures  from  any  sunset  process  that  may  be 
adopted.     For  example.   It  would  be  appropriate  to  instruct  the  Congres- 
sional tax  staffs,  the  Congressional  Budget  Office  Staff  and  the  Treasury 
to  submit  6  months  to  one  year  in  advance  of  scheduled  termination  the 
statutory  language  that  would  be  required  if  the  decision  were  made  to 
terminate  the  tax  expenditure  upon  Its  expiration  date.     This  procedure 
seems  to  solve  the  problem  raised  and  would  permit  Congress  and 
taxpayers  alike  to  examine  well  In  advance  the  technical  issues  involved 
In  any  termination  that  was  ultimately  decided  upon. 

Some  have  also  pointed  out  that  transition  problems  have  to  be 
considered  in  terminating  tax  expenditures.     This  statement  is  true, 
but  It  Is  equally  true  of  direct  outlay  programs.     What  is  required  is  to 
restructure  the  tax  expenditure  programs  scheduled  for  review  Into 
corresponding  direct  outlay  programs.     Then  the  same  transition  ap- 
proaches which  are  employed  for  similar  direct  programs  should  likewise 


2.       "How  Tax  Loopholes  Widen  U.S.   Deficit,"  U.S.   News  and  World 
Report,  vol.   LXXXVI,  no.  24  (June  18,  1979)  at  page  63. 
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be  used  for  the  tax  expenditure  program.     Thus,  if  a  tax  expenditure 
loan  program  is  scheduled  to  terminate,  the  same  transition  criteria 
should  be  applied  as  are  employed  when  direct  loan  programs  are  termi- 
nated.    The  same  is  true  of  tax  expenditure  grant  programs  and  direct 
outlay  grant  programs.     Matters  such  as  the  treatment  of  contracts 
entered  into  or  programs  in  the  pipeline  prior  to  termination  should  be 
treated  alike.     Once  the  similarity  of  the  transition  problems  is  recog- 
nized,  appropriate  transition  rules  can  best  be  developed  by  requiring 
Congressional  and  CBO  staff,  working  with  the  Treasury,  to  submit 
suggested  drafts  of  transition  rules  some  6  months  to  one  year  in 
advance  of  the  scheduled  termination  date  of  each  tax  expenditure. 

d.     Conclusion 
The  above  discussion  has  taken  no  position  on  the  merits  of  a 
sunset  process  as  such.     But  careful  analysis  does  make  clear  that  If 
sunset  procedures  are  adopted  for  direct  outlays,  they  must  be  applied 
equally  to  tax  expenditures.     Failure  to  do  so  opens  the  door  to  subver- 
sion of  the  objective  of  the  process  itself.     Arguments  against  inclusion 
of  tax  expenditures  in  a  sunset  process  either  apply  equally  to  direct 
outlay  programs  or  are  based  on  fundamental  misconceptions  about  the 
tax  expenditure  concept  itself. 

4.     Suggested  Changes  in  H.R.  2 
As  the  above  discussion  has  pointed  up,  if  a  sunset  procedure  is 
adopted  by  Congress  for  direct  programs  the  same  procedures  should 
apply  to  tax  expenditures.     (H.R.   65  conforms  to  this  model  since  it 
applies  the  same  sunrise  procedures  to  tax  expenditures  as  to  new 
budget  or  spending  authority.)     In  two  respects,   H.R.  2  fails  to  meet 
this  objective. 

First,  Title  VII  of  H.R.   2  provides  a  different  method  for  establish- 
ing the  "tax  expenditure  inventory"  than  is  followed  in  Title  II  for 
direct  programs.     Under  Section  705,  the  tax  writing  committees  are 
given  greater  power  over  the  items  to  be  Included  In  the  tax  expenditure 
inventory  than  are  given  to  the  legislative  or  appropriations  committees 
with  respect  to  the  direct  program  inventory.     There  is  no  program- - 
matic  justification  for  the  difference  in  procedures.     Precisely  the  same 
procedures  can  and  should,  be  followed  in  establishing  the  tax  expendi- 
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ture  inventory  under  Title  VII  as  are  prescribed  in  Title  II.     The 
difference  in  approaches  seems  likely  only  to  lead  to  unnecessary  Con- 
gressional debate  over  the  composition  of  the  tax  expenditure  inven- 
tory.    The  tax  expenditure  list  published  by  CBO,  the  Treasury  and 
the  Staff  of  the  Joint  Committee  in  Taxation  for  Fiscal  1980  are  identical 
and  assign  the  various  tax  expenditures  to  the  appropriate  budget 
functions.     What  is  needed,  if  sunset  is  adopted,  is  to  begin  immediate- 
ly to  review  and  evaluate  tax  and  direct  spending  programs  together. 
What  is  not  needed  are  two  years  of  consideration  about  whether  a 
given  tax  expenditure  item  should  or  should  not  be  in  the  inventory. 

Second,   section  303  of  H.R.   2  requires  that  each  appropriate 
executive  branch  agency  submit  to  Congress  reports  on  programs  sched- 
uled for  review  at  least  six  months  in  advance  of  the  dates  specified  In 
section  302(a)(1)(B).     A  similar  reporting  requirement  should  be  imposed 
on  the  Treasury  Department  with  respect  to  each  tax  expenditure 
scheduled  for  sunset  review  under  Title  VII. 
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APPENDIX  A 
EVALUATION  OF  PARTICULAR  TAX  EXPENDITURES 

In  Part  I,  the  techniques  were  considered  by  which  the  tax  expen- 
diture component  of  the  income  tax  system  may  be  identified  and,  once 
identified,  the  uses  to  which  the  information  has  or  may  be  put.     In 
this  Appendix,  we  turn  in  greater  detail  to  an  important  aspect  of  tax 
expenditure  analysis:     the  methods  and  criteria  by  which  particular 
existing  or  proposed  tax  expenditures  should  be  evaluated,  the  criteria 
to  be  employed  in  determining  whether  to  use  a  tax  or  a  direct  expendi- 
ture approach,  and  finally,  if  a  tax  expenditure  approach  Is  to  be 
followed,  the  techniques  necessary  to  Insure  an  appropriately  designed 
spending  program. 

The  suggested  approach  to  evaluation  of  tax  expenditures  Is  appli- 
cable whether  Congress  is  reviewing  an  existing  tax  expenditure  or 
considering  a  proposed  new  tax  expenditure.     The  following  discussion 
is  structured  to  provide  a  Representative  or  Senator  both  with  the 
questions  that  should  be  addressed  to  Congressional  staff  personnel, 
executive  branch  officials  and  technicians,  witnesses  with  an  interest  in 
tax  expendlutre,  etc.,  and  the  nature  of  the  answers  required. 
A.     Is  There  a  Need  for  Some  Federal  Financial  Aid? 

Tax  expenditures  involve  spending  federal  money.     If  a  tax  expen- 
diture Is  adopted  or  continued,   reduced  revenues  will  be  available  for 
tax  reductions  or  other  spending  programs.     This  is  precisely  the 
effect  of  a  decision  to  continue  or  adopt  new  direct  spending  programs. 
Therefore,  the  same  burden  of  proving  a  need  for  federal  financial  aid 
must  be  imposed  on  the  proponents  of  a  tax  expenditure  program  as  is 
imposed  on  proponents  of  a  direct  spending  program.     The  advocates  of 
a  particular  tax  expenditure  should  be  required  to  Identify  In  detail  the 
specific  problems  that  need  resolution  and  the  reasons  why  the  market 
mechanism  cannot  solve  the  problem  (i.e.,  why  is  there  a  need  for 
governmental  intervention?).     Detailed  analysis  of  the  specific  causes  of 
the  problem  is  necessary:     What  industries  or  groups  of  individuals  are 
affected?     Are  all  businesses  or  individuals  within  the  group  affected  in 
the  same  way?     Do  all  need  the  same  type  of  aid? 

For  example,  the  investment  credit  encourages  or  subsidizes  invest- 
ment in  certain  machinery  and  equipment.     Presumably,  there  Is  a 
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problem  in  the  market  mechanism  that  inhibits  the  ability  of  businesses 
to  make  such  investments  unless  part  of  their  costs  are  paid  by  the 
Federal  government.     Congress  should  require  proponents  of  the  invest- 
ment credit,  its  own  staff,  and  executive  branch  personnel  to  provide 
detailed  data  and  analyses  of  the  alleged  deficiencies  in  the  market 
mechanism  that  produce  the  claimed  need.     Only  then  can  Congress 
intelligently  evaluate  whether  it  is  desirable    or  necessary  to  use  Fed- 
eral funds  to  correct  these  deficiencies. 

Similar  questions  must  be  asked  of  all  tax  expenditures.     DISC  is 
supposed  to  encourage  U.S.  exports.     Is  the  lack  of  federal  funds  to 
exporters  the  reason  for  the  unfavorable  balance  of  trade  the  U.S.  is 
experiencing?     In  the  absence  of  the  federal  dollars,  could  the  market 
mechanism  —  through,  for  example,  price  adjustments  —be  able  to 
solve  the  problems?    Why  not? 

The  failure  to  tax  accrued  gains  at  death  and  provide  instead  a 
carryover  basis  to  heirs  of  appreciated  property  in  effect  provides  an 
interest  free  loan  to  heirs  who  received  appreciated  property.     What  are 
the  deficiencies  in  the  normal  commercial  lending  markets  that  create  the 
need  for  a  federal  loan?     Do  all  heirs  of  all  types  of  property  experi- 
ence the  same  problem?    Similarly,  those  who  advocate  a  return  to  the 
pre-1977  rule  to  exempt  gains  at  death  in  effect  are  urging  that  a 
direct  federal  grant  (rather  than  a  loan)  be  made  to  such  heirs.     Why 
is  the  direct  grant  needed  and  why  is  it  superior  to  a  loan  in  meeting 
the  identified  economic  or  social  problems  that  are  creating  the  asserted 
need  for  federal  funds? 

In  sum,  at  the  outset,  Congress  must  require  the  same  showing  of 
a  need  for  federal  funds,  whether  the  proponents  of  aid  are  urging 
support  for  a  tax  expenditure  or  a  direct  expenditure.     Only  if  such  a 
requirement  is  established  can  Congress  resolve  whether  the  use  of  any 
federal  funds  is  justified.     Obviously,  in  this  process,  even  if  some 
need  is  demonstrated,  that  need  must  be  ranked  as  to  its  relative 
priority  in  the  heirarchy  or  all  those  problems  for  which  federal  aid  is 
sought. 

B.     What  is  the  Optimal  Form  of  Federal  Assistance? 

If  a  need  for  federal  aid  is  established,  the  appropriate  form  of 
federal  assistance  must  be  determined.     In  general,   Congress  can 
choose  among  such  techniques  as  direct  grants,   loans,   interest  subsi- 
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dies,   loan  guarantees,  etc.     Therefore,  the  next  requirement  Is  that 
the  Congress  require  the  appropriate  staff  personnel  to  recommend  the 
form  of  program  that  is  best  suited  to  address  the  problems  that  have 
been  identified  and  to  provide  the  assistance  that  is  needed. 

The  instruction  should  be  to  produce  the  proper  program  without 
considering  at  this  stage  whether  that  program  is  to  be  implemented 
through  a  tax  expenditure  or  direct  expenditure  mechanism.      In  this 
effort  the  expertise  of  those  involved  in  the  particular  program  area 
must  be  drawn  upon.     This  means  that  those  in  the  executive  Branch 
department  with  responsibility  for  the  program  area  should  be  consulted 
as  should  members  and  the  staffs  of  the  non-tax  Congressional  commit- 
tees that  have  legislative  responsibility  for  the  general  program  area. 
Non-tax  experts  outside  of  government  should  also  be  drawn  upon. 
Comparable  existing  direct  programs  should  be  reviewed,  not  only  to 
obtain  information  on  appropriate  program  design,  but  also  to  insure 
proper  coordination  of  the  program  under  review  with  those  already  in 
existence. 

C.     Developing  Model  Program  Designs 

In  developing  the  proper  program  design,  and  then  comparing  that 
design  to  the  program  design  of  the  existing  or  proposed  tax  expendi- 
ture, tests  and  constraints  applicable  to  direct  spending  program  evalua- 
tion and/or  development  are  relevant:  '^ 

1.  How  much  is  the  program  to  cost;  is  the  cost  consistent  with 
overall  budget  objectives  and  priorities;  are  mechanisms  built  into  the 
program  to  control  the  costs? 

Here  it  may  be  noted  that  many  existing  and  proposed  tax  expendi- 
tures are  structured  so  that  their  revenue  costs  are  largely  uncontroll- 
able.    Thus,  for  example,  there  Is  no  rational  cap  on  the  cost  of  the 
percentage  depletion  deduction  subsidy.      If  oil  prices  go  up,  automati- 
cally the  federal  subsidy  cost  increases  also.     The  same  is  true  of  the 
tax  expenditure  for  medical  costs;   rather  than  placing  a  limit  on  rising 
medical  costs,  the  subsidy  is  structured  to  pay  a  larger  subsidy  as 
hospital  costs,   doctors'  fees  and  medicine  prices  rise. 

2.  Is  the  program  structured  to  produce  a  favorable  cost  benefit 
ratio?     Detailed  information  must  be  acquired  to  determine  whether  a 
dollar  of  federal  revenue  is  producing  an  appropriate  benefit  in  terms 
of  the  needs  the  program  is  intended  to  meet. 
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3.  Is  the  program  designed  to  produce  an  effective  response  to 
the  Identified  problem?     For  example,  the  medical  expense  deduction  is 
intended  to  provide  relief  from  the  hardship  of  extraordinary  medical 
costs.     But  the  data  show  that  if  the  medical  expense  deduction  were 
the  sole  itemized  personal  deduction,  only  some  2%  of  individuals  would 
qualify  for  the  deduction  (because  the  qualifying  expenses  of  the  other 
98%  do  not  exceed  the  zero  bracket  amount).     This  means  that  for  most 
persons  the  federal  health  program  inherent  in  the  medical  expense 
deduction  is  not  triggered  by  the  fact  of  extraordinary  medical  costs 
(which  is  the  need  intended  to  be  addressed),  but  by  the  action  of 
buying  a  home  (and  thus  obtaining  deductions  for  home  mortgage  inter- 
est or  property  taxes)  or  paying  high  state  income  taxes. 

4.  Are  the  benefits  of  the  program  distributed  equitably?  Here 
the  equity  criteria  must  be  clearly  articulated:     Is  the  relevant  standard 
the  income  of  individuals,  the  size  of  corporations,  Identified  geographic 
areas,  etc.?     The  equity  criteria  are  not  at  this  juncture  those  of  tax 
equity;   rather  the  equity  criteria  to  be  employed  are  those  applicable  to 
the  spending  program  under  consideration. 

5.  What  are  the  techniques  for  program  review  and  evaluation?  In 
most  direct  federal  spending  programs,   review  and  evaluation  of  the 
efficiency  and  effectiveness  of  the  program  are  mandated  in  the  enabling 
legislation.      In  some  recent  tax  expenditure  legislation,   similar  require- 
ments have  been  impsed,   e.g.,  the  studies  required  with  respect  to 
DISC,  the  targeted  jobs  tax  credit,  the  possessions  tax  credit  in  section 
936,  to  name  a  few.     The  review  and  evaluation  mechanisms  for  indivi- 
dual programs  may  vary  but. Congress  should  be  persistent  in  seeing 
that  such  provisions  be  written  into  all  tax  expenditure  programs  that 
are  adopted. 

Another  evaluation  technique  that  has  been  used  in  the  direct 
spending  area  is  the  pilot  program  approach.     The  pilot  approach  has 
not  been  used  in  tax  expenditures,  but  there  is  no  reason  why  it  could 
not  be  if  Congress  desired  to  try  out  a  new  program  on  a  limited  basis 
before  implementing  it  nationwide.     Again,  it  must  be  emphasized  that 
at  this  point  we  are  reserving  the  question  whether  to  use  a  tax  or 
direct  spending  approach.     If  a  pilot  approach  is  desirable  and  feasible 
in  a  direct  spending  program,  it  is  equally  desirable  and  feasible  in  a 
corresponding  tax  expenditure  program. 
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Day-to-day  monitoring  of  the  program  is  also  required.     The 
degree  of  federal  versus  private  control  over  the  program,   paperwork 
required,   and  "red  tape"  issues  must  be  resolved. 

6.     What  are  the  income  tax  consequences  of  the  program  benefits? 
With  the  appropriate  program  design  determined,  the  Treasury  and 
Internal   Revenue  Service  should  be  called  upon  to  advise  as  to  the 
proper  income  tax  treatment  of  the  program  benefits,   applying  in  this 
determination  normative  income  tax  principles.     Obviously,   if  a  loan 
program  is  involved,  the  making  and  repayment  of  the  loan  have  no 
income  tax  consequences.     The  interest  charged  should  be  deductible  if 
attributable  to  the  production  of  income,  otherwise  not.      If  the  interest 
is  below  market  rates,  the  question  must  be  addressed  whether  taxable 
income  results  as  to  the  difference. 

If  the  program  is  a  direct  grant  program,  tax  technicians  must 
resolve  whether  the  federal  subsidy  constitutes  income  under  normative 
principles.      For  example,  most  direct  spending  subsidies  to  business  do 
constitute  taxable  income,   as  in  the  case  of  agricultural  and  airline 
subsidies.     On  the  other  hand,  many  welfare  subsidies  do  not  (and  in 
this  area  much  closer  study  must  be  given  to  whether  the  result  can  be 
justified  under  normative  income  tax  principles).      In  some  instances, 
basis  reduction  may  be  an  appropriate  alternative  to  immediate  income 
inclusion. 

Again,  the  important  point  is  that  the  same  income  tax  conse- 
quences should  result  whether  the  program  is  implemented  using  a 
direct  or  a  tax  expenditure  approach.      In  this  matter,   issues  of  tax 
policy  are  involved.     Tax  expenditures  need  not  violate  tax  equity 
principles  if  the  tax  expenditure  itself  is  subject  to  normative  income 
tax  treatment.     With  the  few  (and  perhaps  accidental)  exceptions  noted 
below,  there  has  been  an  almost  total  failure  to  insure  that  the  same 
income  tax  consequences  apply  to  a  tax  spending  program  as  would 
apply  to  a  corresponding  direct  spending  program. 

D.      Restructuring  Tax   Expenditures 
In  reviewing  an  existing  or  proposed  tax  expenditure,   Congress 
therefore  must  require  the  appropriate  staffs: 

"  First,  to  determine  the  optimal  form  of  a  federal  expenditure 
program  to  meet  the  identified  need. 
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—  Second,  to  reconstruct  the  tax  expenditure  under  review  as  a 
direct  expenditure  program. 

—  Third,  to  compare  the  restructured  tax  expenditure  to  the 
optimal  direct  program  and  to  existing  direct  programs. 

—  Fourth,  to  identify  the  points  at  which  differences  in  the  pro- 
grams compared  exist  and  whether  these  differences  are  rational  and 
desirable. 

1.     Tax  Expenditure  Loan  Programs 

All  tax  provisions  that  accelerate  deductions  or  defer  income  inclu- 
sion (from  or  to  the  year  to  which  generally  accepted  accounting  princi- 
ples would  assign  them)  constitute  federal  loan  programs  implemented 
through  the  tax  expenditure  mechanism.     The  DISC  provisions,  for 
example,   provide  loans  through  the  income  deferral  technique.     Proper 
review  of  each  of  the  existing  tax  loan  programs  (and  analysis  of  pro- 
posed new  tax  loan  programs)  must  begin  by  restructuring  the  tax 
program  as  a  direct  loan  program  and  then  conducting  the  type  of 
analysis  outlined  above. 

For  example,   let  us  assume  that  Congress  is  reviewing  the  special 
five-year  amortization  provision  for  investment  in  certified  pollution 
control  facilities.     That  provision  is  a  tax  expenditure  which  provides  a 
loan  to  taxpayers  who  qualify  for  its  benefits.     Let  us  further  assume 
that  the  requisite  analysis  has  revealed  that  there  is  a  need  for  a 
program  of  federal  financial  assistance  for  businesses  that  invest  in 
such  facilities.     Moreover,   after  consulting  pollution  control  experts,  it 
is  determined  that  loans  are  the  best  form  of  federal  assistance.     The 
task  to  which  Congress  must  direct  its  staffs  —  or  outside  consultants  -- 
is  to  reconstruct  the  tax  expenditure  provision  as  a  direct  loan  program. 
That  reconstruction  will  reveal  that  the  tax  expenditure  program  provides 
loans  to  qualifying  businesses  that  are  interest-free  and  unsecured. 
The  amount  of  the  loan  made  available  to  any  given  business  is  deter- 
mined both  by  the  amount  of  the  investment  and  by  the  tax  bracket  of 
the  corporation  or  individuals  (including  partnerships)  making  the 
investment  --  two  taxpayers  making  the  identical  dollar  investment  will 
receive  different  federal  loans  if  their  tax  brackets  are  different. 
Moreover,  taxpayers  who  have  no  taxable  income  or  which  are  tax- 
exempt  are  ineligible  for  any  loan  even  if  they  purchase  certified  pollu- 
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tion  control  equipment;  the  existence  of  otherwise  taxable  income  is  an 
absolute  precondition  to  obtain  the  loan.     Loans  are  available  only  for 
investment  in  "end-of-the-!ine"  hardware  and  not  for  revised  pollution 
control  processes.     The  term  of  the  loan  is  determined  by  the  useful 
life  of  the  property;   repayment  of  the  loan  occurs  over  the  period  of 
time  after  five  years  until  the  end  of  the  estimated  useful  life  of  the 
property  in  the  taxpayer's  business.     Taxpayers  with  identical  loans 
may  thus  repay  those  loans  over  significantly  different  time  periods. 
With  the  tax  expenditure  loan  program  restructured  as  a  direct 
loan  program,   Congress  is  in  a  position  to  compare  it  to  an  optimal 
direct  loan  for  investment  in  pollution  control  equipment.     The  points  of 
difference  can  be  identified  and  decisions  can  be  intelligently  made 
whether  those  differences  are  justified. 

In  addition,   restructuring  of  the  tax  expenditure  permits  compari- 
sons to  be  made  with  existing  direct  programs,  if  any,  for  similar 
purposes.     In  the  pollution  control  area,  federal  direct  expenditures  all 
take  the  form  of  direct  grants  and  none  of  those  grants  are  provided  to 
businesses  to  assist  in  acquiring  pollution  control  equipment.     This 
information  may  cast  real  doubt  on  the  asserted  "need"  for  the  program 
to  assist  business.     But  outlays  are  made  to  enforce  environmental 
regulatory  standards  applicable  to  business.     Here  the  assumption  is 
that  the  business  causing  the  pollution  should  bear  the  cost  of  pollution 
control  efforts;  the  assumption  of  the  tax  loan  program  is  that  the 
general  taxpaying  public  should  bear  that  cost. 

Obviously,  there  are  substantial  differences  between  the  tax  expen- 
diture loan  program  and  direct  spending  and  regulatory  pollution  control 
programs.     With  the  tax  program  restructured  as  a  direct  program, 
Congress  can  evaluate  those  differences  and  determine  which  approach 

represents  the  better  policy. 

2.     Tax  Expenditure  Grant  Programs 
The  equivalents  of  outright  grants  may  be  made  through  the  tax 
expenditure  technique  by  special  exclusions,   exemptions,  deductions  or 
credits.     The  ten  percent  investment  tax  credit  is  one  example  of  a  tax 
expenditure     direct  grant  equivalent.     As  in  the  tax  expenditure  loan 
example  discussed  above,   if  Congress  concludes  that  a  need  for  a 
federal  subsidy  has  been  demonstrated,   it  must  determine  the  type  of 
federal  program  that  is  most  effective  in  meeting  the  identified  problems. 
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That  analysis  may  reveal,  for  example,  that  a  loan  program  is  more  cost 
effective  than  a  direct  grant  program.     However,   if  a  grant  program  is 
found  to  be  the  best  way  in  which  to  provide  the  federal  assistance,  a 
model  program  should  be  designed. 

It  is  thus  necessary  to  reconstruct  the  investment  tax  credit  as  a 
direct  grant  program.     This  restructuring  will,  among  other  things, 
reveal  a  federal  grant  program  that  in  effect  provides  a  federal  check 
equal  to  10%  of  the  cost  of  purchasing  new  (and,  to  a  limited  extent, 
used)  tangible  personal  property,     mostly  machinery  and  equipment. 
The  grant  is  limited  to  50%  (gradually  increasing  to  90%)  of  the  pur- 
chaser's income  tax  liability  above  $25,000.     If  the  grant  for  which  the 
taxpayer  has  qualified  exceeds  this  limit,  it  will  be  paid  at  sometime 
during  the  next  seven  years  if  sufficient  tax  liability  is  incurred.     If 
the  requisite  tax  liability  is  not  incurred  during  the  next  seven  years, 
the' taxpayer  forfeits  the  grarit.     If  the  business  has  a  net  operating 
loss  in  the  year  of  the  purchase,  payment  of  the  government  grant  is 
deferred  until  a  year  in  which  there  is  tax  liability,  and  again  failure 
to  generate  a  tax  liability  within  seven  years  results  in  a  forfeiture  of 
the  federal  grant.     Tax  exempt  organizations  can  never  qualify  for  the 
grant  even  though  they  may  purchase  machinery  and  equipment  identi- 
cal to  that  of  for-profit  businesses.     The  grant  is  based  solely  on  the 
cost  of  each  item  of  equipment;  the  grant  is  available  whether  the 
current  year's  aggregate  purchases  are  less  than,  equal  to,  or  greater 
than  prior  years'  aggregate  purchases.     The  grant  itself  does  not 
constitute  taxable  income  to  the  taxpayer  and  depreciation  may  be  taken 
for  the  portion  of  the  equipment  cost  paid  for  by  the  Government 
grant. 

The  summary  outline  of  the  grant  program  implicit  in  the  invest- 
ment tax  credit  raises  some  obvious  points  to  compare  with  a  direct 
grant  program: 

1.  Would  a  direct  grant  program  be  conditioned  on  the  purchaser 
demonstrating  to  the  Secretary  of  Commerce  that  it  had  incurred  an 
income  tax  liability  in  the  current  year? 

2.  Would  tax  exempt  organizations  be  excluded  from  the  program? 

3.  Would  the  direct  grant  be  structured  to  stimulate  increased 
investment  or  would  it  be  a  cost  sharing  program  for  nonexpanding  or 
reduced  levels  of  purchases? 
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4.     Should  the  amount  of  the  direct  grant  be  included  in  taxable 
Income?     Or  alternatively,  would  a  reduction  in  the  tax  basis  of  the 
property  be  required  to  the  extent  of  the  federal  grant? 

If  the  existing  tax  expenditure  grant  program  in  the  investment 
credit  provides  answers  different  from  the  model  program,   Congress 
should  be  provided  with  information  as  to  whether  those  differences  are 
rational,  appropriate  or  desirable. 

Similar  types  of  analyses  must  be  made  of  other  direct  grant 
equivalent  programs  contained  in  the  Code.      In  a  number  of  cases, 
useful  analogues  may  be  found  in  direct  spending  programs.     For 
example,  in  agriculture,  tax  expenditure  grants  are  made  available 
through  the  preferential  capital  gains  rules  and  deductions  for  noncash 
patronage  dividends  by  agricultural  cooperati>'es.     Direct  spending 
programs  for  agriculture  include  the  commodity  pric?  support  programs, 
deficiency  payment  programs,   Insurance  and  disaster  programs,  and  soil 
and  water  conservation  programs.     These  direct  programs  should  be 
reviewed  to  obtain  guidance  as  to  the  agricultural  policies  adopted  and 
the  program  design  structures  employed.     The  comparison  will  also 
reveal  whether  tax  and  direct  spending  programs  are  pursuing  consis- 
tent and  mutally  complementary  policy  objectives. 

E.      Is  The  Tax  Expenditure  Approach  Preferable 
To  The  Direct  Expenditure  Approach? 
I.      Issues  that  are  (or  should  be)  the  same 

If  the  approach  outlined  above  is  followed,   it  is  clear  that  many 
differences  that  some  purport  to  see  between  tax  and  direct  expenditures 
in  fact  are  not  differences  inherent  in  the  two  techniques.     There 
presently  are  differences  to  be  sure,   but  closer  analysis  reveals  that 
these  differences  are  largely  matters  of  program  design.   The  critical 
questions  to  be  addressed  then  are  whether  those  program  design 
differences  are  rational.     Most  debates  over  using  a  tax  expenditure 
versus  a  direct  expenditure  approach  to  a  problem  are  at  bottom  debates 
about  two  differently  designed  programs. 

The  program  questions  outlined  above  reveal  that  the  following 
issues  should  be  resolved  the  same  whether  a  tax  or  a  direct  expendi- 
ture approach  is  taken: 

Program  design:     Type  of  program,   costs  and  benefits,  effective- 
ness,  distribution  of  benefits,   methods  of  review  and  evaluation,   and 
income  tax  treatment  of  the  benefits. 
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Degree  of  government  control :     The  "red  tape"  issue  is  present 
since  a  government  bureaucracy  must  administer  the  program  and  some 
government  forms  will  be  required.     The  degree  of  desired  federal 
involvement  is  identical;   which  bureaucracy  and  forms  should  be  employed 
is  an  issue  considered  below. 

Budget  effects:     The  impact  on  the  budget,  the  need  for  a  cap 
on  the  revenue  loss,   and  resolution  of  budget  priorities. 

Consitutional  questions:     Whether  federal  aid  can  be  given  at  all 
to  certain  potential  program  beneficiaries. 

Effects  on  inflation:     Whether  the  program  reduces  or  increases 
inflationary  pressures  in  the  economic  activity  affected. 

Effects  on  competitive  behavior:     Whether  the  subsidy  enhances 
competition  or  facilitates  corporate  concentration. 
2.      Issues  that  are  (or  may  be)  different 

There  are  or  may  be  differences,   however,   in  deciding  whether  to 
use  the  tax  expenditure  or  direct  expenditure  technique.     It  is  likely 
that  these  differences  are  not  inevitable,   but  they  do  exist  at  present. 
Committee  jurisdiction:      If  a  direct  expenditure  program  is  utilized 
the  respective  legislative  and  appropriations  Committees  obtain  jurisdic- 
tion.     If  the  tax  expenditure  approach  is  used  the  tax  writing  commit- 
tees obtain  jurisdiction  both  of  the  authorizing  and  appropriations 
functions . 

Closely  related  is  the  question  of  staff  resources  and  expertise. 
If  the  tax  expenditure  route  is  followed,  problems  of  housing,  pollution 
control,  energy,  and  constitutionality  wind  up  as  the  responsibilities  of 
the  tax  lawyers  and  economists  and  they  must  try  to  become  experts  in 
these  other  areas  as  well.     Again,  the  difference  is  not  inevitable  as 
the  tax  writing  committees  could  employ  non-tax  staff  members  in  the 
various  areas  covered  by  tax  expenditures. 

Whether  these  differences  in  committee  jurisdiction  (and  more 
fundamentally  of  the  legislative  process  followed)  and  staff  expertise  are 
desirable  or  undesirable  is  beyond  the  scope  of  this  paper.     But  under 
present  procedures  the  differences  may  be  important  in  deciding  whether 
to  take  a  properly  structured  program  through  the  tax  or  direct  expen- 
diture legislative  process. 

Executive  Branch  administration:     Generally,  different  executive 
branch  agencies  will  administer  the  program  depending  on  whether  it  is 
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a  tax  expenditure  or  a  direct  expenditure.     Tiius,  the  major  program  to 
provide  financial  assistance  to  homeowners  is  in  the  Internal  Revenue 
Code  and  is  thus  administered  by  the  Treasury  and  IRS.     An  identical 
direct  homeowner's  subsidy  would  be  administered  by  HUD.  Again,  we 
do  not  here  have  to  resolve  the  question  which  of  the  two  agencies  is 
the  more  appropriate.     But  it  is  clear  that  tax  oriented  personnel 
rather  than  housing  oriented  personnel  are  administering  the  program. 
In  some  recent  instances,   Congress  has  given  dual  control  over  tax 
expenditure  programs,  as  in  ERISA  and  the  targeted  jobs  tax  credit. 
Such  procedures  raise  further  questions  of  inter-departmental  coordina- 
tion,  duplication  of  administration,  etc.     Present  procedures  do  produce 
a  real  difference  between  tax  expenditures  and  the  direct  expenditure 
approadh  in  that  the  Treasury  and  IRS  will  have  exclusive  or  joint 
control  of  the  former  and  would  typically  not  be  involved  in  the  latter. 

Level  of  program  benefits:      If  the  tax  expenditure  approach  is 
adopted,  program  benefits  and  costs  will  automatically  rise  and  fall  with 
totally  unrelated  tax  changes.     Thus,  every  rate  increase  or  reduction 
produces  a  corresponding  increase  or  reduction  in  the  amount  of  assis- 
tance provided  through  every  federal  program  run  as  a  tax  expenditure 
via  the  exclusion,  deduction  or  credit  mechanisms.   Similarly,  increases 
in  the  zero  bracket  amount  or  in  personal  exemptions  automatically 
reduce  the  scope  and  cost  of  tax  expenditures  implemented  by  itemized 
personal  deductions  and  most  tax  credits.  This  automatic  change  in  the 
level  of  federal  funding  does  not  occur  where  direct  programs  are 
concerned  and  is  intuitively  suspect.     Of  course,  tax  increases  or  tax 
reductions  have  an  impact  on  the  overall  amounts  of  federal  funds 
available  for  direct  programs;   but  a  change  in  tax  rates  does  not  auto- 
matically change  the  federal  revenue  cost  of  each  direct  spending  pro- 
gram. 

Whether  the  automatic  effect  on  revenues  for  tax  expenditure 
programs  that  results  from  totally  unrelated  actions  is  desirable  or 
undesirable  raises  questions  both  of  a  programmatic  and  a  political 
nature.     But  the  effect  is  peculiar  to  the  tax  expenditure  approach. 
(While  one  could  conceive  of  Congress  adjusting  each  tax  expenditure 
program  when  it  makes  a  rate  change  so  as  to  eliminate  this  difference, 
that  does  not  appear  to  be  a  practical  possibility  in  the  existing  legisla- 
tive process . ) 
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Psychological  aspects:     There  is  some  evidence  that  program  benefi- 
ciaries may  exhibit  a  different  psychological  response  to  tax  and  direct 
expenditure  programs.     In  part,  the  expressed  psychological  preference 
of  some  for  the  tax  expenditure  approach  may  rest  on  the  fact  that 
they  do  not  —  or  more  likely  do  not  want  to  —  recognize  that  they  are 
beneficiaries  of  a  federal  subsidy  program.      In  other  cases,  the  psycho- 
loigal  response  may  be  conditioned  by  the  program  design  differences 
that  have  characterized  the  tax  and  direct  spending  approaches,  with 
the  beneficiaries  preferring  the  former.     But  as  discussed  above, 
program  design  differences  are  neither  inevitable  nor  desirable.     Per- 
haps, too,  psychological  biases  toward  tax  expenditures  may  result  from 
perceptions  of  the  IRS  as  an  administrative  agency  which  is  more  favor- 
able than  of  another  executive  department  or  agency  which  would  admin- 
ister a  comparable  direct  program. 

While  psychological  factors  may  well  be  present  in  the  public 
perception  of  tax  versus  direct  .expenditures,  it  is  difficult  to  assess 
how  much  weight  a  government  seeking  to  retain  control  of  its  tax 
policy  and  budget  can  give  to  them.     Where  the  psychological  response 
is  based  on  misconceptions  or  historical  accident,   little  weight  should  be 
accorded  —  these  responses  can  be  changed  through  education  and  by 
becoming  comfortable  with  different  approaches  or  techniques.     Further 
analysis  is  clearly  warranted  to  see  if  there  are  deeper  cncerns  involved. 

Simplification  -  complexity  aspects:     The  use  of  tax  expenditures 
obviously  makes  the  tax  system  more  complex  for  government  and  tax- 
payers alike.     The  use  of  a  direct  spending  progam  complicates  some 
other  area  of  government  and  life.     Which  of  the  two  aspects  of  govern- 
ment and  life  it  is  preferable  to  complicate  —  and  the  net  result  of 
complicating  one  or  the  other  —  is  considered  below. 

In  summary,  there  are  some  real  differences  between  using  the  tax 
and  direct  expenditure  techniques.     These  differences,   however,  are 
not  the  ones  usually  identified  in  popular  or  political  debate  --  as  we 
have  seen,  those  "differences"  turn  out  to  be  neither  inevitable  nor 
desirable.     In  the  situations  where  differences  do  result  depending  on 
which  approach  is  selected,  tax  expenditure  analysis  does  not  dictate 
that  one  approach  is  preferable  to  another.     The  tax  expenditure  con- 
cept does  not  imply  that  the  direct  expenditure  approach  is  always 
preferable  to  the  tax  expenditure  approach.      It  simply  requires  us  to 
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make  sure  that  present  unnecessary  and  undesirable  differences  in  the 
two  techniques  be  eliminated  and  that  the  criteria  which  do  differentiate 
the  two  approaches  be  clearly  identified  and  reationally  and  openly 
applied. 

F.   PARTICULAR  PROBLEMS  \N   THE 
USE  OF  TAX  EXPENDITURES 

While,   as  discussed  above,   a  tax  expenditure  program  can  be 
disigned  to  produce  the  same  spending  and  tax  consequences  as  a 
direct  program,  the  use  of  tax  expenditures  does  produce  tensions 
within  the  tax  system  that  must  be  taken  into  account.     The  more 
important  of  the  matters  that  deserve  consideration  are  briefly  summar- 
ized below: 

1.     Progam  equity  --  the  push  to  tax  credits.     Tax  expenditure 
analysis  has  highlighted  two  aspects  of  using  either  the  exclusion  or 
deduction  technique  as  the  technical  vehicle  for  implementing  the  tax 
expenditure.     One  aspect  is  the  upside  down  effect  --  from  a  spending 
progam  perspective  --  that  results  from  the  progressive  tax  rates.     The 
amount  of  the  federal  subsidy  increases  with  income,   a  phenomenon  not 
typically  found  in  direct  programs.     The  second  is  that,   in  the  case  of 
individuals,   use  of  an  itemized  personal  deduction  automatically  freezes 
out  of  the  program  those  individuals  who  do  not  have  enough  aggregate 
personal  deductions  to  exceed  the  floor  established  by  the  zero  bracket 
amount. 

The  undesirability,  irrationality  and  inequity  of  these  two  results 
from  a  spending  program  perspective  creates  an  inevitable  pressure  to 
employ  tax  credits  as  the  vehicle  for  the  tax  expenditure.  The  upside 
down  effect  is  mitigated  or  eliminated  and  the  floor  of  the  zero  bracket 
amount  is  avoided.  Recent  examples  in  which  these  concerns  appear  to 
have  pushed  Congress  toward  the  use  of  tax  credits  include  the  child 
care  credit,  the  personal  energy  tax  credits,  the  political  contributions 
tax  credit,   and  the  earned  income  credit. 

But  the  use  of  tax  credits  as  a  substitute  for  special  exclusions  or 
deductions,   as  desirable  as  it  may  be  from  a  programmatic  perspective, 
comes  Into  conflict  with  other  tax  policies.     The  purpose  of  the  zero 
bracket  floor  under  itemized  personal  deductions  is  to  reduce  record 
keeping  requirements  and  simplify  tax  returns  for  most  taxpayers  and 
to  mitigate  audit  problems  for  the  IRS.     The  use  of  tax  credits  under- 
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mines  these  policies:   Records  must  be  kept  to  support  the  claimed 
credit,   lines  and  schedules  must  be  provided,  even  on  the  "short"  fron 
1040A,   and  the  IRS  is  required  to  audit  such  credits.     As  a  result,  the 
decision  to  use  a  tax  credit  inevitably  involves  a  tension  between  proper 
progam  design  and  equity  on  the  one  hand  and  increased  complexity  in 
the  tax  system  on  the  other. 

2.     Program  equity  and  effectiveness  —  the  push  to  refundable 
credits .     Once  program  design  and  equity  pressures  push  to  the  use  of 

a  tax  credit,  the  inevitable  next  question  is  why  are  those  without  a 
positive  tax  liability  being  excluded  from  the  program?     On  what  basis 
would  a  rational  child  care  subsidy  program  not  cover  those  most  in 
need  of  assistance  —  poverty  level  families  with  children?     Or  In  the 
business  area,  why  does  a  firm  with  a  net  operating  loss  which  pur- 
chases $1  million  of  equipment  in  the  current  year  receive  no  federal 
grant  via  an  investment  credit,   but  its  currently  profitable  competitor 
receives  its  $100,000  grant  for  making  the  identical  purchase? 

The  lack  of  a  rational  connection  between  tax  liability  and  eligibi- 
lity for  a  needed  federal  spending  program  inevitably  pushes  to  the  use 
of  refundable  tax  credits.     In  the  individual  area,  the  earned  Income 
credit  is  an  existing  example  of  the  technique.     Similar  proposals  have 
been  advanced  and  passed  in  the  Senate  for  the  child  care  credit,  the 
proposed  tuition  tax  credit,  and  the  personal  energy  credits,     in  the 
business  area,  the  tax  credit  for  solar  and  wind  devices  is  refundable. 
And  proposals  have  been  advanced  in  the  Senate  to  make  refundable  the 
investment  credit  and  the  other  energy  tax  credits. 

The  use  of  refundable  tax  credits  produces  a  conflict  not  only  with 
tax  simplification  efforts  but  also  with  the  policy  to  relieve  poverty 
level  individual  taxpayers  of  the  need  to  file  tax  returns.      If  refundabe 
credits  are  employed,  the  over  15  million  persons  who  now  do  not  have 
to  file  tax  returns  will  be  required  to  do  so  to  obtain  the  benefits  of 
tax  expenditure  programs.     Greater  burdens  on  tax  administration 
result. 

In  addition,  the  use  of  refundable  credits  also  poses  difficult 
jurisdictional  issues  in  the  legislative  process.     Do  or  should  the  Appro- 
priations Committees  have  jurisdiction  over  the  refundable  portion  of  the 
credit?     The  use  of  refundable  credits,   although  desirable  from  a  program 
design  standpoint,   may  produce  tensions  for  bifurcated  legislative 
control  of  the  oroaram. 


742 


3.     Tax  equity  --  the  push  for  taxable  tax  credits.     Once  program 
design  pressures  have  pushed  to  tax  credits  or  refundable  tax  credits, 
the  question  of  the  proper  income  tax  treatment  of  the  credit  itself 
becomes  important.     As  the  experience  with  the  jobs  tax  credits  has 
demonstrated,  failure  to  tax  the  tax  expenditure  itself  may  produce 
undesirable  results.     In  the  case  of  the  jobs  tax  credit,  it  was  apparent 
that  a  combination  of  the  deduction  for  wages  and  the  tax  credit  could 
produce  the  result  that  an  employer's  tax  saving  could  exceed  the 
actual  wages  paid  to  the  employee.     This  result  is  avoided  if  the  amount 
of  the  credit  itself  constitutes  taxable  income.     Instead  of  adopting  that 
approach.  Congress  required  that  the  wage  deduction  be  reduced  by 
the  amount  of  the  jobs  tax  credit  taken.     While  the  mechanisms  are 
different,  the  wage  deduction-reduction  technique  produces  a  mathema- 
tical result  identical  to  that  which  would  have  resulted  had  the  amount 
of  the  credit  been  made  taxable. 

The  above  problem  is  simply  an  illustration  of  the  need  to  recast 
the  tax  expenditure  as  a  direct  spending  program  and  then  determine 
the  proper  income  tax  treatment  of  that  program.     Presumably  some 
such  procedure  was  followed  by  the  Administration  in  developing  its 
Real  Wage  Insurance  tax  credit.     That  program  could  equally  well  have 
been  designed  as  a  direct  supplemental  government  wage  program  admin- 
istered by  the  Labor  Department.     Payments  under  the  program  plainly 
would  have  constituted  taxable  income  as  additional  compensation  to 
workers  who  complied  with  the  mandated  wage  increase  limites.     Since 
that  was  so,  the  tax  credit  itself  had  to  be  treated  as  taxable  income 
and  the  Administration  proposals  so  provided. 

What  is  required  is  that  a  similar  analysis  of  the  proper  income  tax 
treatment  of  all  existing  the  proposed  tax  expenditures  be  undertaken 
so  that  the  tension  between  spending  program  issues  and  tax  equity 
issues  may  be  resolved. 

4.      Effects  on  tax  simplification  and  tax  administration.     We  have 
noted  at  several  points  that  the  decision  to  use  tax  expenditures  inevita- 
bly makes  the  tax  system  more  complex  and  effective  administration  of 
the  tax  system  more  difficult.      If  the  direct  expenditure  route  is  followed, 
life  is  made  simpler  for  taxpayers,  tax  lawyers,  tax  accountants  and  tax 
administrators.     But  life  is  made  more  complex  for  beneficiaries,  lawyers. 
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accountants,  administrators,  etc.,  in  some  other  area  of  government 
activity.     Evaluating  tlie  net  effect  along  with  coninuum  of  government 
complexity  -  simplicity  is  difficult.     But  here  we  are  concerned  with  tax 
simplification,  not  government-wide  simplification,  and  Congress  must  be 
continually  aware  that  the  use  of  tax  expenditures  is  always  adverse  to 
the  cause  of  tax  simplification. 

We  have  also  noted  that  burdens  imposed  on  tax  administration  by 
the  use  of  tax  expenditures.     Time  and  effort  must  be  expanded  by  the 
IRS  to  administer  programs  unrelated  to  the  determination  of  a  taxpayer's 
liability  under  a  normative  income  tax.     Inevitably  the  administration  of 
the  real  income  tax  suffers,  given  limitations  in  personnel  and  funds. 
It  seems  clear  that  we  have  already  passed  the  point  at  which  the  IRS 
can  do  an  effective  job  of  administering  both  components  of  the  tax 
system. 

But  there  are  other  side  effects  on  tax  administration  that  the  use 
of  tax  expenditures  creates.     Because  the  IRS  must  administer  spending 
programs  it  will  from  time  to  time  be  drawn  into  disputes  about  the  way 
in  which  it  is  carrying  out  its  responsibilities.     The  current  controversy 
over  the  development  of  court-required  procedures  to  prevent  federal 
funds  from  flowing  to  private  segregated  schools  is  an  example.     The 
issue  has  aroused  strongly  held  emotions  and  the  IRS  is  involved  in 
this  controversy  only  because  of  the  use  of  the  tax  expenditure  mecha- 
nism (the  charitable  contributions  deduction)  to  encourage  charitable 
giving.     But  it  is  predictable  that  those  whose  anger  has  been  aroused 
by  IRS  actions  with  regard  to  the  particular  tax  expenditure  will  not 
differentiate  between  the  Service's  revenue  collecting  responsibilities 
and  its  tax  expenditure  program  administration  responsibilities.     Resi- 
dual resentment  from  the  tax  expenditure  controversy  may  well  affect 
adversely  the  willingness  of  some  citizens  to  cooperate  in  our  self- 
assessment  tax  system,  even  when  no  tax  expenditure  is  involved.     The 
operation  of  our  self-assessment  system  is  a  source  of  legitimate  pride; 
but  at  bottom  the  system  rests  on  very  fragile  foundations  of  public 
confidence,  trust  and  respect.     Those  necessary  public  attitudes  are 
not  likely  to  survive  long  intensive  hammerings  of  distrust  and  disre- 
spect that  are  engendered  by  the  frequently  controversial  and  emotional 
areas  into  which  tax  expenditures  project  the  IRS. 
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Mr.  Long.  Thank  you,  Professor. 

Could  you  please  elaborate  on  your  comments  regarding  the 
development  of  an  inventory  in  H.R.  2? 

Mr.  McDaniel.  As  I  understand  H.R.  2,  the  development  of  the 
program  inventory  for  direct  programs  is  done  by  the  Congression- 
al Budget  Office  in  consultation  with  the  appropriate  legislative 
committee.  But,  once  that  input  has  been  received,  the  program 
inventory  is  established  and  the  sunset  process  begins. 

Mr.  Long.  The  Ways  and  Means  Committee  has  jurisdiction  to 
develop  its  own  inventory? 

Mr.  McDaniel.  Yes;  the  tax  expenditure  inventory  apparently  is 
developed  initially  by  CBO  and  then  it  goes  to  the  Ways  and  Means 
Committee.  Then  a  bill  must  be  reported  out  by  that  committee 
which  is  the  resolution  containing  the  tax  expenditure  inventory.  I 
take  it  the  resolution  then  has  to  be  voted  on,  and  then  finally  we 
get  to  a  tax  expenditure  inventory  perhaps  2  years  later  than  the 
direct  program  inventory. 

Logically  I  must  say  I  cannot  see  any  reason  for  the  difference.  It 
seems  to  me  that  Congress  should  require  the  Congressional 
Budget  Office,  since  it  already  has  the  tax  expenditure  programs 
identified  by  corresponding  budget  functions,  simply  prepare  the 
tax  and  direct  program  inventory,  so  that  Congress  is  provided 
with  the  scheduled  review  of  all  programs  in  the  same  function  at 
the  same  time. 

Mr.  Long.  Going  back  to  the  question  that  I  asked  Mr.  Conable, 
isn't  this  a  difficult  task  to  accomplish? 
Mr.  McDaniel.  Exactly. 

Mr.  Long.  In  your  opinion  it  could  be  better  done  if  they  were 
set  forth  at  the  very  beginning,  according  to  budget  classification? 
Mr.  McDaniel.  Yes;  I  would  think  so. 
Mr.  Long.  Mr.  Derrick. 
Mr.  Derrick.  Thank  you,  Mr.  Chairman. 

I  thank  you  both  for  excellent  testimony.  Mr.  Penner,  you  seem 
to  have  some  concern  with  the  catalog  feature  of  H.R.  65.  We  do 
not  intend  that  to  be  more  than  a  guide.  I  would  question  some- 
thing that  is  a  document  the  size  of  the  Encyclopedia  Brittanica. 
We  do  not  anticipate  anything  of  that  size,  merely  a  concise  guide. 
Mr.  Penner.  I  guess,  sir,  I  have  difficulty  envisioning  the  struc- 
ture of  that  guide.  It  is  a  terribly  complicated  task  that  you  are 
asking  for. 

Mr.  Derrick.  It  will  contain  a  few  key  facts  on  programs,  and  an 
index  to  program  interrelationships.  It  will  help  direct  the  seeker 
of  knowledge  to  other  sources;  rather  than  to  have  all  the  knowl- 
edge right  there  before  him,  which  I  think  is  anticipated  by  you. 
Being  trained  in  the  law,  I  could  draw  the  parallel  that  we  learn 
where  to  look  for  the  answers,  and  this  would  be  what  I  would 
perceive  it  to  be. 

You  also  both  seem  to  be  concerned  with  H.R.  65,  and  you 
particularly,  Mr.  Penner,  as  to  whether  it  will  get  to  permanents. 
You  mentioned,  I  think  in  your  testimony,  social  security,  medicare 
and  so  forth. 

Let  me  just  read  from  a  letter  to  you  that  I  addressed  earlier  to 
the  Assistant  Director  of  the  Domestic  Policy  Council  at  the  White 
House  with  regard  to  a  study  the  GAO  did  for  us,  based  on  the 
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analysis  of  an  inventory  of  42  major  programs  which  comprise 
about  78  percent  of  the  total  budget,  and  believed  by  them  to  be 
representative  of  the  budget  as  a  whole.  Out  of  that  inventory  they 
identify  $198  billion  of  budget  authority  scheduled  to  expire  within 
the  next  5  years,  and  $195  billion  of  permanent  programs  which 
also  would  have  become  subject  to  H.R.  65  over  the  past  5  years 
because  they  were  substantially  amended  during  that  period. 

The  sum  of  these  two  amounts,  $393  billion,  represents  about  74 
percent  or  almost  three-quarters  of  the  total  budget,  and  it  is  our 
contention,  based  on  this  analysis,  that  H.R.  65  would  reach  most 
of  the  major  permanents  over  a  5-year  period. 

To  give  you  an  example,  H.R.  65  would  have  reached  the  social 
security  programs  with  our  amendments  to  the  act  in  November 
1977.  As  you  know,  H.R.  65  picks  up  programs  in  the  amendment 
process. 

Mr.  McDaniel,  I  certainly  agree  with  your  definition  of  tax  ex- 
penditures, and  it  is  the  best  that  I  have  heard.  We  have  been 
arguing  about  the  definition  of  tax  expenditures  for  3  or  4  months. 
I  think  you  have  finally  given  me  something  to  hang  my  hat  on  as 
well  as  something  to  use  in  the  future.  One  of  the  major  concerns 
of  those  who  oppose  review  of  tax  expenditures,  that  they  see  some 
great  difference  between  the  appropriation  and  the  tax  expendi- 
ture, and  I  rather  agree  with  you  that  there  is  not  much. 

Mr.  Long.  Mr.  Bielenson. 

Mr.  Beilenson.  Thank  you,  Mr.  Chairman.  I  really  don't  have 
any  questions. 

I  just  want  to  express  my  appreciation  to  the  two  gentlemen  for 
their  testimony.  I  thought  Professor  McDaniel's  testimony  was  su- 
perlative and  I  think  Mr.  Penner's  testimony  was  by  far  the  most 
reasonable  I  have  ever  heard  representing  the  American  enterprise 
system.  I  thought  it  was  reasonable  and  helpful,  Mr.  Penner,  and  I 
appreciate  it. 

Mr.  Long.  I  think  you  have  pretty  well  covered  what  I  had  in 
the  way  of  questions  regarding  your  direct  testimony.  Your  written 
and  oral  statements  are  very  comprehensive,  and  I  complement 
you  on  an  excellent  presentation. 

Gentlemen,  we  appreciate  your  taking  the  time  out  of  your  busy 
schedules  in  being  with  us.  You  have  made  a  real  contribution  and 
we  thank  you. 

This  meeting  stands  adjourned. 

[The  following  statement  was  received  for  the  record:] 
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The  Honorable  Gillis  W.  Long 

Chairman 

Subconnnlttee  on  Legislative  Process 

Committee  on  Rules 

U.S.  House  of  Representatives 

H-305  Capitol 

Washington,  D.C.    2051S 

Dear  Mr.  Chairman  and  Members  of  the  Subcommittee: 

"Sunset"  for  Tax  Expendltures/l 

The  Machinery  and  Allied  Products  Institute  OlAPI) 
is  pleased  to  have  this  opportunity  to  conraient  to  the  dis- 
tinguished Senate  Committee  on  Governmental  Affairs  regarding 
"sunset"  for  tax  expenditures. /2 

As  the  Subcommittee  may  know,  MAPI  is  the  national 
organization  of  producers  of  capital  goods  and  allied  prod- 
ucts.  Like  all  U.S.  taxpayers,  MAPI's  member  companies  and 
their  employees  benefit  directly  or  indirectly  from  many  of 
the  tax  provisions  that  have  been  identified  as  tax  expendi- 
tures!  Similarly,  there  undoubtedly  are  some  such  expendi- 
tures that  do  not  benefit  these  firms  and  individuals  but 
may  be  of  aid  to  other  taxpayers.   Consequently,  we  have  an 
interest  in  proposals  to  have  the  amounts  in  question  peri- 
odically become  subject  to  automatic  termination  in  the  ab- 
sence of  congressional  reauthorization.   We  request  that  our 
thoughts  on  this  subject  be  made  a  part  of  the  public  record 
in  the  hearings  now  being  held  by  the  Subcommittee. 


1/     We  use  the  phrase  "tax  expenditures"  in  this  presentation 
solely  for  ease  of  communication  because  it  was  incorpor- 
ated in  the  Budget  Act  of  1974  and  is  widely  recognized. 
However,  we  do  not  accept  the  view  implicit  in  that  phrase 
that  a  duly  enacted  tax  law  of  the  type  here  under  review 
is  somehow  a  departure  from  a  "normative"  one  that  does 
not  exist  other  than  in  the  minds  of  certain  tax  policy 
theoreticians.   The  choice  of  a  benchmark  against  which  to 
identify  and  evaluate  a  tax  expenditure  is,  by  any  such 
definition,  arbitrary  and  should  be  so  recognized. 

2^/     This  same  presentation  is  being  made  concurrently  to  the 
Senate  Committee  on  Governmental  Affairs,  which  also  is 
holding  hearings  on  "sunset." 


MACHINEUT  *  AU.IEO  PRODUCTS  INST1TUTC  AND  ITS  tmilATCD  OaDANIZATION.  COUNCIL  rOD 
TCCHNOLOOICAL  ADVANCEMENT,  ARE  ENOAOEO  IN  RESEARCH  IN  THE  ECONOMICS  OF  CAPITAL  GOODS 
ITHI  FACIUTIU  or  PRODUCTION.  DISTRIBUTION.  TRANSPORTATION.  COMMUNICATION  AND  COMMERCE! 
IN  ADVANCIHI  THI  TICHHOLOar  AND  FURTHERINU  THE  ECONOMIC  PROORESS  OF  THE  UNITES  STATES 
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To  summarize  our  position,  we  conunend  Congress  for  looking 
at  new  ways  to  "get  a  handle"  on  federal  spending.   Nothing  is  more 
admirable  in  those  who  authorize  and  appropriate  funds  for  government 
programs  than  conservatism  and  restraint.   Along  the  same  lines,  nothing 
in  public  administration  is  more  disgraceful — short  of  dishonesty — than 
profligacy.   Accordingly,  we  are  heartened  to  see  a  growing  awareness 
that  the  U.S.  federal  government  cannot  live  indefinitely  beyond  its 
means.  We  feel  that  the  Budget  Act  of  1974  was  a  step  in  the  right 
direction;  the  experimentation  with  zero-base  budgeting  in  the  Executive 
Branch  has  been  a  healthy  development;  and  additional  oversight  of  pro- 
grams by  Congress  may  be  appropriate  in  principle  even  if  brought  about 
by  novel  procedures. 

However,  we  cannot  support  proposals  for  the  automatic  termin- 
ation of  tax  expenditures  to  force  periodic  review,  whatever  else  is  done 
to  improve  monitoring  by  Congress  of  direct  or  "indirect"  spending.   It 
is  one  thing  to  have  occasional  reexaminations  of  these  tax  provisions — 
which  we  certainly  do  not  oppose — and  quite  another  to  have  expiration 
dates  on  them.   We  are  against  "sunset"  for  tax  expenditures  for  the  fol- 
lowing reasons: 

1.  It  is  unnecessary; 

2.  It  would  obfuscate  responsibility  for  important  tax  provisions 
and  for  tax  increases; 

3.  It  would  be  disruptive  and  cause  uncertainty  that  would  impair 
the  operation  of  the  expenditures;  and 

4.  The  alternative  of  substituted  direct  spending  is  unacceptable 
to  us. 

Before  proceeding  to  our  detailed  comments,  we  should  note  that 
our  thoughts  on  "sunset"  also  were  presented,  in  abbreviated  form,  in 
March  1979  to  the  Subcommittee  on  Oversight  of  the  House  Committee  on  Ways 
and  Means,  in  the  context  of  a  review  of  the  investment  tax  credit.   In 
that  connection,  we  should  add  that  MAPI  has  made  numerous  presentations 
and  published  extensively  since  the  mid-1960s  on  problems  associated  with 
the  use  of  the  investment  credit  for  fiscal  fine-tuning.   The  difficulties 
with  setting  automatic  termination  dates  for  tax  expenditures  are  not  un- 
like those  already  experienced  in  the  ill-advised  investment  credit  tinker- 
ing of  1966-1967  and  1969-1971,  now  widely  accepted  as  tax-policy  mistakes. 
We  are  hopeful  that  Congress  has  learned  from  this  experience — which  we  do 
not  intend  to  recount  here — and  will  recognize  the  parallels  between  what 
happened  with  on-again,  off-again  investment  credits  and  what  would  happen 
with  sunset  for  expenditures  generally. 

As  we  indicate  in  the  remaining  portion  of  this  letter,  there  are 
several,  very  good  reasons  for  not  having  sunset  for  these  tax  provisions. 

"Sunset"  Is  Unnecessary 

It  seems  regrettable  to  us  that  the  discussion  of  sunset  has  be- 
come so  polarized,  because  the  real  issue  has  become  obscured  as  a  result. 

On  the  one  side,  there  are  self-styled  "tax  reform"  advocates 
who  are  displeased  with  the  current  system  in  which  allegedly  "uncontrolled 
and  uncontrollable"  tax  expenditures  play  a  part  and  sense  a  way  to  reduce 
their  number  over  time,  if  only  by  procedural  technicality  or  inadvertence. 
These  individuals  seem  to  want  expiration  dates  on  all  or  most  expenditures 
but  not  on  authorizations  for  direct  spending.  At  the  other  extreme,  there 
are  persons  who  want  automatic  termination  of  budgetary  programs  (notably 
welfare  "schemes")  while  seemingly  having  no  plans  whatever  for  oversight 
of  tax  expenditures.   The  former  group  snipes  that  the  latter  want  to  "avoid 
scrutiny,"  and  the  latter  assert  that  the  former  would  allow  government  to 
take  and  redistribute  all  wealth.   We  think  that  such  hyperbole  is  neither 
illuminating  nor  helpful  in  this  discussion. 

Although  MAPI  is  opposed  to  legislating  automatic  termination 
dates  for  tax  expenditures,  in  most  cases,  we  do  not  consider  ourselves  in 
either  of  the  camps  mentioned  above.   The  only  real  issue,  in  our  opinion 
is  whether  spending,  whether  direct  or  indirect,  should  be  subject  to  re- 
view on  some  basis,  and  the  answer  clearly  is  "yes."  However,  the  congres- 
sional committees  already  can  do  this,  and  can  do  so  within  a  framework  of 
priorities  that  they  establish  (and  change,  if  necessary)  in  accordance 
with  current  economic  and  other  conditions. 
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The  further  question  of  whether  to  force  review  by  automatic  te*- 
raination  dates  is  extraneous,  unless  one  thinks  that  Congress  is  incapable 
otherwise  of  fulfilling  its  oversight  responsibilities.  Those  who  want  to 
force  review  of  tax  expenditures  state  or  imply  that  the  cognizant  committees 
are  not  doing  their  jobs,  or  do  not  have  the  discipline  to  watch  out  for  the 
public  interest  in  carrying  out  their  duties.   We  strongly  disagree,  and  are 
convinced  that  automatic  termination  provisions  are  the  wrong  way  to  accom- 
plish program  review. 

In  that  connection,  we  should  point  out  that  revenue  measures 
come  up  in  every  session  of  Congress,  and  that  very  detailed  ones  of  broad 
coverage  are  not  infrequent.  We  have  had  significant  tax  overhauls  In 
1962,  1964,  1969,  1971,  1976,  and  1978— just  to  mention  the  last  two  dec- 
ades— and  have  had  other  revenue  enactments  of  narrower  scope  in  every 
intervening  year.   Congress  has  an  opportunity  to  amend  the  Internal  Revenue 
Code  regularly,  including  tax  expenditures,  and  in  fact  does  so  with  such 
frequency  as  to  provoke  some  criticism  because  of  the  destabilizing  effects. 
Moreover,  the  Treasury  Department  and  Joint  Committee  on  Taxation  are  con- 
stantly monitoring  tax  expenditures  through  statistical  tabulations  based 
on  government-gathered  economic  data,  return  filings,  and  the  audit  process. 

Any  observer  of  U.S.  federal  government  activity  knows  that  the 
Internal  Revenue  Code  probably  receives  more  congressional  attention  than 
any  other  statute.  Tax  expenditures  are  under  constant  surveillance  and 
their  "cost"  based  on  the  presumed  deviation  of  revenues  from  "normative" 
taxes  (by  any  definition)  can  be  calculated  swiftly  and  accurately  within 
acceptable  tolerances.   Oversight  subcommittees,  both  within  and  without 
the  tax-writing  committees,  review  these  "expenditures"  either  regularly 
or  as  the  need  arises  and  special  circumstances  dictate.  Also,  Congress 
can  discontinue  such  expenditures  at  any  time  simply  by  introducing  and 
then  enacting  a  law  for  that  purpose,  a  procedure  that  can  be  undertaken 
when  and  where  needed  in  contrast  to  the  indiscriminate  "sunset"  approach. 

What  purpose  would  be  served  by  periodic  reauthorizations  of 
home  mortgage  interest  deductions;  deductions  for  charitable  contributions; 
the  exclusion  for  sick  pay;  the  exclusion  for  interest  on  life  insurance 
savings;  the  exemptions  for  the  elderly  and  the  blind;  and  many  other  items 
on  the  ill-advised  tax  reformer's  "hit"  list?  Do  the  advocates  of  sunset, 
even  for  "mainstream"  noncontroversial  items,  want  constant  deliberations 
on  both  sides  of  Congress  on  every  item  just  because  there  are  a  handful  of 
dissenters?  Would  they  be  satisfied  if  Congress  perfunctorily  were  to  ram- 
rod a  whole  list  of  expenditures  through  on  the  last  day  of  each  session, 
and  would  any  purpose  be  served  by  such  a  rountlne?  As  for  the  large  or 
sometimes  controversial  items,  like  the  investment  credit  or  Domestic  Inter- 
national Sales  Corporations,  what  is  added  by  "sunset"  that  is  not  already 
happening  in  items  of  oversight,  except  to  freeze  the  congressional  schedule 
in  a  way  that  is  plainly  unwise  and  inefficient?  These  questions  answer 
themselves. 

With  respect  to  the  allegation  that  tax  expenditures  are  "out  of 
control,"  we  can  only  conclude  that  the  rhetoric  is  out  of  control.   In  our 
opinion,  tax  expenditures  are  under  considerably  better  control  than  some 
direct  federal  spending,  by  design,  because  the  terms  and  conditions  of 
qualification  are  more  narrowly  defined  and  are  rigidly  enforced.   One 
rarely  sees  criticism  of  the  federal  government  because  of  scandalously 
wasteful  "spending"  through  these  tax  provisions.   In  contrast,  it  is  much 
less  unusual  to  hear  of  sieve-like,  grossly  inefficient,  direct  spending 
programs;  of  money  granted  in  large  sums  for  frivolous  projects;  and  of 
malfeasant  program  administrators  who  have  robbed  the  government  blind.   As 
the  Subcommittee  will  recognize,  the  case  for  "sunset"  of  direct  spending  pro- 
grams is  stronger  than  for  tax  expenditures  if  only  because  the  excesses 
in  the  former  are  so  well  documented  and  there  is  little  general  dissatis- 
faction with  the  latter. 

In  that  connection,  we  strongly  advocate  more  restraint  in  the 
federal  government's  direct  spending,  but  do  not  necessarily  feel  that  all 
such  programs  should  be  subject  to  automatic  termination  in  the' absence 
of  reauthorization. 

Obfuscatlon  of  Responsibility 

In  our  judgment,  the  disposition  of  public  funds  or  the  with- 
holding of  amounts  previously  allotted  should  be  an  "on  the  record"  actl- 
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vlty  for  Congress  to  the  extent  practicable.   The  persons  who  are  elected 
to  office  to  represent  others  must  be  accountable  for  their  stewardship. 

As  the  Committee  knows,  the  system  cannot  work  to  the  extent 
that  voters  do  not  know  where  their  representatives  stand,  and  those  persons 
who  enact  taxes  and/or  hold  the  public  pursestrings  must  be  answerable 
to  their  constituents.   To  an  extent,  automatic  termination  dates  for  tax 
expenditures  tend  to  defeat  this  purpose.   Inasmuch  as  the  lapse  of  a  tax 
expenditure  without  action  having  been  taken  on  it  would  constitute  a  tax 
increase  for  many  persons  and  withdraw  incentives  previously  thought  to  be 
in  the  public  interest,  we  think  it  essential  that  "sunset"  procedures  of 
this  sort  be  minimized.   Let  the  members  of  Congress  be  counted  "for"  or 
"against"  on  important  matters,  and  not  have  the  benefit  of  anonymity  just 
because  a  measure  "didn't  come  up."   If  they  voted  to  create  an  expendi- 
ture, let  them  vote  to  terminate  it.   The  point  we  are  making  is  fundamental. 

Along  these  same  lines,  we  should  mention  that  the  mimimum  tax 
on  so-called  "tax  preferences"  has  operated  since  1969  as  a  tool  of  obfus- 
cation,  for  reasons  that  we  have  described  in  detail  in  publications  and 
testimony  before  Congress.   Whether  one  likes  the  concept  of  a  minimum  tax 
or  not,  he  cannot  deny  that  it  has  interfered  with  congressional  accounta- 
bility for  actions  taken  that  have  been  strongly  adverse  to  existing  tax 
provisions  otherwise  favoring  capital  formation.   Considering  the  price  we 
are  paying  now  for  the  tax  disincentives  to  savings  and  investment  enacted 
by  Congress  in  the  last  decade,  under  certain  procedures  that  have  made  it 
difficult  to  assign  ultimate  responsibility,  we  should  be  thinking  along 
lines  of  improving  rather  than  Impeding  government  accountability.   In  our 
opinion,  the  Subcommittee  should  be  skeptical  of  "sunset"  for  tax  expenditures, 
if  only  on  this  one  procedural  ground. 

Disruption  and  Uncertainty 

"Sunset"  for  tax  expenditures  would  be  attended  by  disruption 
and  uncertainty  that  would  impair  the  operation  of  the  provisions  so  af- 
fected.  This  is  not  an  idle  assertion;  it  has  been  documented  in  the  case 
of  the  Investment  credit  in  both  the  1966-1967  suspension  period  and  the 
1969-1971  repeal  period,  and  we  assume  that  the  same  effects  have  been  re- 
corded in  other  areas  of  tax  policy  too. 

If  one  wants  a  tax  incentive  to  work  in  a  predictable  way,  he 
should  write  it  into  law  and  support  it  with  assurances  of  reasonable  per- 
manency.  If  taxpayers  do  not  know  from  day  to  day  that  they  can  depend  on 
an  incentive,  then  they  will  not  factor  it  into  their  decisions,  or,  at 
least,  they  will  discount  it.   We  might  add  that  some  of  the  behavior  that 
is  intended  to  be  induced  by  tax  expenditures  necessarily  has  a  long  lead- 
time.   Accordingly,  it  would  not  be  desirable  to  have  last-minute  congres- 
sional haggling  about  the  fate  of  one  of  these  provisions  when  the  taxpayer 
must  know  a  year  or  more  ahead,  with  a  reasonable  degree  of  certainty, 
whether  he  can  rely  on  it.   . 

If  we  may  get  a  bit  more  "concrete"  about  this  and  cite  an  example, 
business  investment  analysis  is  long-range  by  definition.   The  actual  pro- 
cess of  examining  and  deciding  on  proposed  fixed  investments  is  carried  out 
considerably  in  advance  of  the  actual  commitment  of  funds  for  that  purpose 
and  as  much  as  several  years  before  the  resulting  plant  and  equipment  are 
placed  in  service.   Assuming  that  this  process  were  beginning  in  1979 
for  a  1981  installation  and  the  investment  credit,  all  "rapid"  deprecia- 
tion, and  other  relevant  benefits  were  scheduled  for  automatic  expira- 
tion at  year-end  1980  by  reason  of  a  "sunset"  law,  how  could  they  be 
taken  into  account  in  the  decision  to  invest  or  not  to  invest?  Would 
a  prudent  analyst  assume  that  the  expenditures  would  be  reauthorized? 
Could  he  turn  his  back  on  the  fact  that  the  current  Administration  oc- 
casionally lashes  out  at  capital-forming  tax  expenditures  and  proposes 
their  repeal? 

Consider  other  examples  of  potential  disruption.   Imagine  the 
furor  and  anxiety  that  would  be  associated  with  a  scheduled  termination 
of  the  Social  Security  benefit  exclusion  or  the  net  exclusion  of  pension 
contributions  and  earnings.   Should  aged  citizens — or  any  others  for  that 
matter — be  asked  regularly  to  contemplate  devastating  tax  increases  on 
top  of  existing  congressionally  approved  levies  that  are  burdensome  in 
their  own  right?   Suppose  the  exclusions  for  interest  on  general  purpose 
®'*'.^.*"*^  ^"'^^^  4*^'  .'^"^  for  Interest  on  savings  bonds  were  scheduled  to 
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terminate  and  the  tax  revision  advocates  launched  campaigns  against  the 
extension  of  either  or  both.  Would  there  not  be  chaos  in  the  markets  for 
affected  securities  while  Congress  weighed  the  question  of  reauthorization? 

In  our  opinion,  neither  businesses  nor  individuals  can  tolerate 
the  sort  of  uncertainty  in  their  financial  planning  that  "sunset"  for  tax 
expenditures  promises.  Moreover,  they  should  not  be  asked  to  endure  it. 
If  more  of  them  realized  that  sunset  would  interfere  with  the  benefits  of 
the  expenditures  to  them  and  cause  the  disruption  we  have  described,  con- 
gressional examination  of  the  issue  would  soon  be  concluded. 

The  Alternative  Is  Unacceptable 

Those  persons  who  seemingly  want  to  eradicate  tax  expenditures 
often  state  that  they  would  prefer  direct  spending  programs  instead.   In 
their  opinion,  it  is  better  to  have  bureaucrats  doling  out  funds  for  var- 
ious purposes — with  a  substantial  layer  of  public  funds  involved  peeled 
off  to  cover  the  costs  of  doling — than  to  have  self-executing  systems 
working  through  the  tax  Code.   We  strongly  disagree. 

In  our  opinion,  there  is  a  place  for  both  direct  and  indirect 
spending  programs  of  government  such  as  those  under  review,  and  there  is 
no  way,  categorically,  to  reject  either  type.   Certainly,  we  would  not 
advocate  the  conversion  of  existing  tax  expenditures  to  direct  spending 
programs.   The  beauty  of  tax  expenditures  is  that  they  entail  a  minimum 
of  costly  government  intrusion.   There  generally  are  no  "applications"  to 
fill  out;  there  usually  are  no  government  clearances  to  obtain;  the  eligi- 
bility requirements  can  be  precisely  outlined  by  law  and  regulation; 
government  still  can  audit  the  benefits  claimed,  backed  up  by  suitable 
penalties  for  error  or  fraud;  and  the  persons  claiming  benefits  have  to 
fill  out  a  tax  return  anyway.   This  is  the  cost-efficient  way  to  get 
things  done  in  comparison  with  most  federal  spending  procedures.  Moreover, 
we  do  not  feel  that  this  approach  is  more  susceptible  to  irregularities 
merely  because  it  is  not  monitored  by  a  government  bureau  from  beginning 
to  finish. 

We  might  add  that  there  is  a  growing  public  discontent  with  the 
relative  size  of  the  federal  government  and  its  deepening  involvement  in 
private  affairs.  To  convert  the  expenditure  programs  to  direct  spending 
would  aggravate  this  in  a  major  way.  Although  "sunset"  alone  does  not 
imply  this  kind  of  program  conversion,  projected  changes  from  indirect  to 
direct  spending  are  incorporated  in  practically  every  argument  offered  by 
the  sunset  advocates.  At  a  time  when  the  people  at  large  increasingly 
want  "hands  off"  and  decentralization  from  their  government,  the  statists 
sound  both  naive  and  anachronistic. 

Concluding  Conmient 

In  the  course  of  this  dialogue,  we  have  heard  some  Individuals 
assert  that  direct  and  indirect  government  spending  cannot  be  distinguished. 
They  go  on  to  aver,  based  on  this  faulty  premise,  that  the  same  or  analo- 
gous procedures  should  be  adopted  for  both.   We,  of  course,  recognize  that 
tax  expenditures  and  direct  spending  programs  may  both  provide  government 
sponsorship  to  activities.   On  the  other  hand,  as  noted  earlier,  they  dif- 
fer in  their  underlying  philosophy  and  mechanics.  Although  there  is  a 
place  for  both  approaches  and  any  spending  program  should  be  subject  to  oc- 
casional review,  sunset  is  contraindicated  for  tax  expenditures  for  the 
reasons  we  have  given. 

Even  those  who  erroneously  contend  that  direct  spending  is  the 
equivalent  of  tax  expenditures  can  perhaps  understand  that  the  procedural 
infirmities  of  heavy-handed,  government-administered,  spending  programs 
should  not  be  visited  on  tax  provisions  that  were  always  intended  to  be 
self-executing  and  have  functioned  satisfactorily  on  that  basis. 

Respectfully, 
President 
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[Whereupon,  at  11:20  a.m.,  the  subcommittee  was  adjourned  until 
Monday,  July  30  at  2  p.m.] 


SUNSET,  SUNRISE,  AND  RELATED  MEASURES 


MONDAY,  JULY  30,  1979 

House  of  Representatives, 
Subcommittee  on  the  Legislative  Process, 

Committee  on  Rules, 

Washington,  D.C. 

The  subcommittee  met,  pursuant  to  notice,  at  2  p.m.,  in  room  H- 
313,  the  Capitol,  Hon.  Gillis  W.  Long  (chairman  of  the  subcommit- 
tee) presiding. 

Present:  Representatives  Long,  Derrick,  Beilenson,  Lott,  and 
Dodd. 

Mr.  Long.  The  subcommittee  will  come  to  order. 

OPENING  STATEMENT  OF  HON.  GILLIS  W.  LONG,  CHAIRMAN 
OF  THE  SUBCOMMITTEE  ON  THE  LEGISLATIVE  PROCESS 

Mr.  Long.  This  afternoon's  hearing  is  the  seventh  in  our  series 
on  sunset,  sunrise,  and  related  program  review  measures  in  the 
96th  Congress.  Some  type  of  sunset  legislation  has  now  been  adopt- 
ed by  a  majority  of  States.  Many  Members  of  the  House,  as  former 
State  legislators,  have  expressed  support  for  applying  this  concept 
to  Congress. 

Before  drawing  analogies,  a  word  of  caution  is  in  order.  Congress 
is  not  a  State  legislature  once  removed.  Our  procedures  are  differ- 
ent; our  budgetary  processes  are  different;  the  issues  we  face  most 
often  are  very  different.  While  there  are  basic  similarities  between 
State  and  Federal  sunset  proposals,  we  must  also  note  the  differ- 
ences that  exist  there. 

Our  first  witnesses  are  in  a  position  to  analyze  sunset  in  this 
type  of  perspective.  Our  colleague.  Bill  Nelson,  was  a  member  of 
the  Florida  House  of  Representatives  prior  to  his  election  to  Con- 
gress. Florida  was  the  second  State  to  adopt  sunset  and  is  often 
cited  as  one  of  the  more  successful  examples. 

We  also  welcome  Representative  George  Sheldon  of  the  Florida 
House.  Representative  Sheldon  chairs  the  committee  charged  with 
implementation  of  the  sunset  process  in  Florida. 

Before  we  begin,  Mr.  Lott,  do  you  have  any  statements  you 
would  like  to  make? 

Mr.  Lott.  I  don't  believe  so,  Mr.  Chairman. 

Mr.  Long.  Gentlemen,  if  you  would  both  like  to  present  your 
testimony,  we  can  then  direct  our  questions.  If  you  care  to  summa- 
rize, your  written  comments  will  be  submitted  into  the  record  in 
their  entirety,  and  any  way  you  would  like  to  proceed,  please  do  it. 

Bill,  would  you  start  us  off? 

(753) 
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STATEMENT  OF  HON.  BILL  NELSON,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  FLORIDA 

Mr.  Nelson.  OK,  I  appreciate  that. 

I  have  submitted  a  written  statement  for  the  record  and  rather 
than  read  from  that,  I  would  Uke  just  to  share  with  you  and  then 
turn  it  over  to  George  Sheldon,  who  is  a  former  colleague  of  mine, 
as  you  mentioned,  who  has  had  outstanding  notoriety  in  our  State 
in  coping  with  the  fact  of  trying  to  sunset  out  the  sacred  cows  of 
Florida,  which  have  been  the  regulatory  agencies. 

About  4  years  ago,  Florida  adopted  a  statute  that  would  look 
purely  to  the  regulatory  agencies.  These  were  primarily  the  agen- 
cies that  regulated  various  professions.  We  could  not  get  a  sunset 
bill  for  all  of  the  State  government  departments. 

In  our  experience,  and  in  my  last  year  in  the  State  legislature, 
we  started  the  first  year  of  sunsetting  with  six  agencies.  The  fact  is 
that  five  remain,  only  one  having  been  sunsetted.  But  the  experi- 
ence that  came  out  of  that  forced  the  issue  to  reexamine  whether 
or  not  this  agency  could  justify  its  continued  existence,  and  if  so, 
what  modifications  in  the  law  were  needed  in  order  to  make  it 
function  more  appropriately. 

I  think  that  was  the  real  value  from  my  experience  that  I  saw 
what  was  happening,  because  from  the  appropriations  standpoint, 
which  I  ought  to  say  that  the  Appropriations  Committee  is  the 
ultimate  sunset  committee,  because  he  who  controls  the  purse 
strings  so  should  control  the  Government. 

But  the  fact  is  with  these  built-in  clienteles  that  each  of  these 
various  departments  or  programs — now  I  am  speaking  generally, 
not  just  to  State  but  to  the  Federal  as  well — the  practical  politics  of 
it  is  that  it  is  like  really  pulling  nails  to  get  in  and  question 
whether  or  not  this  agency  should  exist. 

So  often,  then,  the  appropriations  process  focuses  purely  on  the 
allocation  of  dollars,  more  appropriately  on  the  allocation  of  dol- 
lars, and  the  cutback  is  to  whether  or  not  there  should  be  new 
programs,  but  less  frequently  does  it  focus  on  the  question  of 
should  this  agency  be  in  existence. 

This  has  been  our  experience  in  Florida  and  I  think  a  very  good 
one,  and  that  is  why  I  have  cosponsored  H.R.  2,  which  is  the  sunset 
bill. 

In  a  time  in  which  people  are  wanting  less  government,  not  more 
government,  this  gives  us  a  viable  tool  to  focus  in  as  to  whether  or 
not  that  program,  that  Federal  program,  can  justify  itself,  or  in  a 
broader  scope,  whether  or  not  that  Federal  agency  can  justify  its 
existence. 

The  human  tendency  has  been  that  once  you  get  a  program 
started,  it  continues  on  and  on  and  on,  because  it  builds  up  a 
speciality,  a  clientele,  that  have  as  their  interest  the  continuation 
of  that  program. 

I  can  cite  a  few  right  off  the  top  of  my  head.  If  I  might,  without 
getting  into  too  many  controversial  things,  but  back  in  the  early 
1970's  the  CETA  program  was  started,  and  it  had  as  a  very  legiti- 
mate end  the  goal  of  trying  to  go  in  and  help  the  hard  core 
unemployed,  try  to  help  train  them,  and  a  title,  title  II  of  the 
CETA  program,  still  has  that,  and  I  have  supported  that  and 
continuously  so,  tried  to  expand  it  in  the  Budget  Committee. 
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But  there  is  another  title,  title  VI,  that  has  a  public  jobs  ele- 
ment. That  was  vastly  expanded  when  we  started  slipping  into  the 
recession  in  the  1973-74  era.  It  went  from  an  appropriations  some- 
where in  the  $2  billion  range  up  into  the  $9  billion  range,  and  then 
when  we  started  coming  out  of  the  recession  we  did  not  see  a 
commensurate  cutting  back  on  the  dollars  going  into  that  particu- 
lar program. 

That  is  just  one  of  many. 

I  don't  mean  to  pick  on  the  CETA  program.  I  am  trying  just  to 
give  you  an  example. 

Revenue  sharing  is  another  one.  I  think  we  have  had  enough 
focus  on  that  that  we  are  going  to  see  the  good  chairman  from 
Texas,  in  Governmental  Operations,  make  a  real  attempt  at  termi- 
nating this  program  next  year  when  it  comes  up  at  the  end  of  its 
entitlement  legislation,  particularly  revenue  sharing  to  the  50 
States. 

But  I  think  that  over-all  as  in  these  two  examples  that  I  have 
cited,  that  sunset  gives  you  another  tool  to  come  in  to  determine 
whether  or  not  a  program  can  justify  its  existence  on  their  merits. 

I  would  like  to  introduce  to  you  personally  my  colleague  from  the 
Florida  days,  George  Sheldon,  who  has  since  my  departure  taken 
up  as  chairman  of  the  substantive  Committee  on  Sunset  and  really 
with  just  no  holds  barred,  has  gone  in  and  had  some  significant 
track  marks  put  all  up  and  down  his  back  in  the  process,  but  has 
been  quite  successful.  So,  Mr.  Chairman 

Mr.  Long.  Thank  you.  Your  written  statement  will  be  made  a 
part  of  the  record. 

[Mr.  Nelson's  prepared  statement  follows:] 

Prepared  Statement  of  Hon.  Bill  Nelson,  a  Representative  in  Congress 

From  the  State  of  Florida 

Mr.  Chairman,  I  would  like  to  thank  you  for  this  opportunity  to  share  my  feelings 
on  sunset  legislation  with  the  subcommittee.  I  am  especially  appreciative  that  I  can 
be  here  with  my  friend  and  former  colleague  in  the  Florida  Legislature,  Rep.  George 
Sheldon. 

I  recognize  that  the  purpose  of  this  particular  hearing  is  to  learn  from  the  various 
States  which  have  passed  some  form  of  sunset  legislation. 

As  a  member  of  the  Florida  Legislature  prior  to  my  election  to  the  Congress,  I 
served  on  the  House  Government  Operations  Committee  along  with  Mr.  Sheldon.  It 
was  that  committee  which  had  the  responsibility  for  the  sunset  reviews  conducted 
in  Florida — a  law  which  applies  only  to  regulatory  boards  and  commissions  which 
compose  the  Florida  Department  of  Professional  and  Occupational  Regulation 
(DPOR). 

Under  the  Florida  law,  the  legislature  reviews  each  of  these  boards  each  six  (6) 
years  to  assure  that  there  is  a  continuing  need  for  State  regulation  of  the  profession 
involved  and  to  assure  that  the  board  is  operating  in  the  most  efficient  manner.  In 
fact,  in  the  first  year  of  such  reviews,  the  Florida  Legislature  abolished  several 
antiquated  boards  and  substantially  modified  several  others. 

The  important  thing  for  us  to  consider  is  not  the  specific  method  used  by  Florida 
and  other  States  in  conducting  the  reviews  but  rather  that  these  States  have 
recognized,  as  should  the  Congress,  the  inertia  which  is  built  up  in  any  government 
agency.  Once  in  place,  an  agency  begins  to  assume  a  life  of  its  own.  Legislative 
bodies  have  been  either  unable  or  unwilling  to  overcome  that  inertia.  Year  after 
year,  the  minutia  of  the  operations  and  the  budgets  of  these  agencies  are  given  a 
cursory  glance  and  with  only  rare  exceptions  they  are  continued  with  little  change 
and  virtually  no  consideration  of  whether  the  job  they  were  originally  established  to 
do  is  still  and  proper  or  necessary  function  for  the  Govenment  to  continue.  For 
example,  for  decades  Florida  had  licensed  and  regulated  watchmakers.  Indeed,  the 
public  places  a  valuable  item  in  the  hands  of  a  watchmaker  when  he  takes  a  watch 
to  be  repaired.  Yet  the  State  of  Florida  found  no  need  to  license  and  regulate 
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computer  manufacturers,  television  repairmen,  and  literally  thousands  of  other 
professions  and  occupations.  What  then  was  the  overriding  need  to  regulate  watch- 
makers? Indeed,  the  Florida  Legislature  felt  there  was  none  and  the  Watchmakers 
Commission  was  abolished.  The  lesson  is  that  without  Florida's  sunset  law,  the 
commission  might  have  continued  to  go  relatively  unnoticed,  spending  tax  dollars  to 
regulate  a  trade  which  needed  no  regulation.  The  unfortunate  thing  is  that  it  took 
sunset  legislation  to  correct  it. 

Indeed,  if  legislative  bodies  performed  the  oversight  function  effectively  and  thor- 
oughly, there  would  be  little  need  for  sunset  legislation.  But,  again,  unfortunately, 
even  with  all  the  talk  of  increasing  congressional  oversight,  the  chances  of  abolish- 
ing a  government  agency,  regardless  of  its  uselessness,  are  slim  at  best.  Sunset  will 
assure  not  just  oversight,  but  that  a  specific  vote  of  the  Congress  will  be  required 
each  10  years  or  the  agency  is  abolished.  Therefore,  the  emphasis  is  shifted.  If 
Congress  does  not  act,  the  agency  would  be  terminated.  Under  the  current  system, 
the  same  inaction  perpetuates  the  agency. 

Mr.  Chairman,  sunset  legislation  could  also  be  called  Congressional  Credibility 
Legislation.  If  we  are  serious  about  getting  a  grip  on  the  Federal  budget,  if  we  are 
serious  about  eliminating  waste  in  Government,  if  we  are  serious  about  relieving 
the  often  unnecessary  bureaucratic  burden  placed  on  businesses  and  our  citizens, 
then  there  is  no  better  place  to  start  than  with  this  bill,  H.R.  2.  With  the  passage  of 
this  bill,  the  Congress  can  put  the  public  on  notice  that  we  are  serious  and  we  will 
also  put  on  notice  the  bureaucrats — for  they  will  know  that  the  Congress  will  no 
longer  tolerate  waste,  no  longer  tolerate  unnecessary  programs  and  agencies,  and 
will  no  longer  rubber  stamp  their  spending  authority.  And  last,  Mr.  Chairman,  we 
will  put  ourselves  on  notice.  No  longer  will  we  be  able  to  shirk  our  duty  to  oversee 
the  efficient  operation  of  the  programs  we  approve. 

Thank  you,  Mr.  Chairman 

Mr.  Long.  Mr.  Sheldon,  welcome;  and  please  proceed. 

STATEMENT  OF  GEORGE  SHELDON,  A  REPRESENTATIVE  IN 
THE  STATE  LEGISLATURE  OF  FLORIDA 

Mr.  Sheldon.  Thank  you.  It  is  good  to  be  with  you  and  it  is  good 
to  be  with  Congressman  Nelson.  Back  when  we  were  in  the  legisla- 
ture I  did  not  have  to  refer  to  him  as  Congressman  Nelson,  it  was 
simply  Bill.  As  you  move  up  the  process  you  have,  to  fall  in. 

Mr.  Nelson.  I  am  still  just  old  plain  Bill. 

Mr.  Sheldon.  That  is  good,  that  is  refreshing.  It  is  good  to  be 
with  you.  You  know,  back  when  Bill  was  involved  in  the  sunset 
process,  and  tried  to  pass  that  piece  of  legislation  that  we  now  have 
in  place  in  Florida,  I  was  not  really  supportive  of  the  concept.  I  had 
some  real  serious  reservations  as  to  whether  in  fact  sunset  could 
work  in  a  political  process,  whether  that  concept  would  be  altered, 
whether  it  could  be  substantially  impacted  upon  by  those  special 
interests  that  happen  to  feel  that  changes  are  not  appropriate. 

Everyone  in  Florida,  and  I  would  think  in  those  States  that  you 
represent,  is  against  big  government.  That  is  the  thing  to  be 
against  today.  The  problem  is  when  you  begin  to  identify  what 
portion  of  big  government  you  want  to  eliminate  all  of  a  sudden 
the  people  who  come  before  the  governmental  entity  on  that  partic- 
ular portion  of  big  government  are  speaking  only  in  favor  of  it. 

As  we  began  to  go  through  the  sunset  process,  I  think  we  recog- 
nized that  as  we  began  to  look  at  agencies,  those  agencies  and 
those  constituent  groups  were  saying  why  us  first,  why  don't  you 
go  somewhere  else.  And  that  is  what  happened  when  Congressman 
Nelson  was  still  in  Florida. 

We  took  up  several  boards  dealing  with  particular  occupations, 
and  the  schedule  for  that  first  year  was  designed  in  such  a  way 
that  that  first  year  would  be  the  easy  one,  and  that  was  referred  to 
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I  think  in  Florida  as  a  hit  list,  that  was  going  to  be  the  ones  that 
we  were  courageous  on  and  set  the  stage  for  those  years  after  that. 

As  you  have  already  heard,  we  took  up  several  entities.  We  took 
up,  for  instance,  the  watchmakers,  and  two  watchmakers  showed 
up  so  we  abolished  the  board  of  watchmakers.  Then  we  took  up  the 
board  of  massage,  and  I  think  six  members  showed  up  to  testify  on 
that,  so  we  again  courageously  abolished  that  board.  Then  we  took 
up  the  cosmetologists,  and  the  chamber,  the  room  that  we  were 
testifying  in  was  filled.  There  were  200  or  300  people  in  that  room. 

We  put  in  closed  circuit  TV  into  House  chambers,  the  House 
chambers  were  filled,  we  opened  up  the  galleries,  and  so  the  Flor- 
ida Legislature  in  its  wisdom  reenacted  the  board  of  cosmetology. 

Mr.  Nelson.  I  have  never  seen  a  lobbying  effort  like  that,  and 
quite  successsful. 

Mr.  Sheldon.  It  was  amazing.  But  if  you  think  that  lobbying 
effort  was  something,  you  should  have  seen  this  year.  We  began 
this  year  to  take  up  some  relative  issues,  in  terms  of  the  way 
Florida  regulates  doctors,  dentists,  architects,  accountants,  and  ev- 
eryone who  is  a  member  of  the  Florida  State  Legislature  has  a 
personal  physician. 

Mr.  Long.  Have  you  since  abolished  the  cosmetology  board? 

Mr.  Sheldon.  This  year  the  legislature  abolished  the  board  of 
cosmetology.  The  legislature  failed  to  abolish  the  board  of  forestry 
and  the  electronic  repair  bureau.  Those  two  entities  the  Governor 
vetoed.  So  I  think  what  you  can  find  from  what  we  did  in  Florida, 
two  things,  the  importance  of  the  legislative  process,  but  also  the 
importance  of  the  potential  of  the  veto.  I  think  that  is  something 
that  you  should  not  overlook  in  your  hearings  here,  the  potential 
for  a  veto  and  a  substantial  amount  of  influence  that  that  puts  on 
the  executive  branch  exists. 

I  happen  to  believe  what  the  Governor  did  on  those  two  entities 
was  the  right  thing  to  do. 

Let  me  give  you  another  example.  One  of  the  boards  that  we 
were  taking  up,  it  was  the  board  of  optometry,  there  were  restric- 
tions in  the  bill  that  were  placed  in  on  the  floor,  which  substantial- 
ly restricted  the  capability  of  an  optometrist  to  lease  space  in  a 
private  business  establishment,  in  other  words,  basic  corporate 
practice  and  advertising.  The  Governor  indicated  to  the  legislature 
that  that  was  unacceptable  to  him,  and  so  by  the  threat  of  veto 
that  bill  was  subtantially  changed  during  the  legislative  process, 
although  we  had  failed  prior  to  that,  without  the  threat  of  guber- 
natorial veto  to  eliminate  those  changes. 

Let  me  just  give  you  a  basic  overview  of  what  I  think  is  the 
strength  of  sunset. 

Sunset  should  not  be  seen  as  the  abolition  of  governmental  enti- 
ties because  the  pressure  to  continue  entities  exists.  Sunset  is 
primarily  an  action  forcing  mechanism.  It  forces  those  in  public 
office  to  do  that  which  we  should  be  doing  on  an  ongoing  basis  but 
never  get  around  to  doing  it.  It  forces  us  to  evaluate  and  review, 
and  while  we  did  not  abolish  the  cosmetology  board,  while  we  did 
not  abolish  the  board  of  architecture,  several  of  those  other  enti- 
ties, we  accomplished  substantial  reform  in  the  structure  of  the 
regulations  of  those  professions.  We  shifted  away  from  professional 
boards  independent  capability  to  act. 
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We  now  have  a  centralized  disciplinary  process.  We  now  have 
the  capability  of  challenging  rules  of  those  individual  boards,  if 
they  are  anticompetitive,  or  there  is  an  unfair  restraint  on  entry, 
in  terms  of  whether  that  restraint  on  entry  is  designed  to  protect 
the  public  or  the  economic  interests  of  the  particular  group.  That  is 
the  value  of  sunset. 

Dick  Pedigrew,  who  was  speaker  of  the  house  when  we  were 
reorganizing  State  government  in  1969,  had  attempted  at  that  time 
to  do  that  which  we  accomplished  this  year.  It  took  10  years  but  it 
really  took  the  sunset  process  to  accomplish  it. 

But  the  success  that  we  had  with  the  reorganizations  of  the 
department  was  also  the  very  entities  that  doomed  us  to  failure  in 
terms  of  the  individual  practice  acts.  Because  the  legislature  had 
gone  to  the  wall  in  that  reorganizing.  They  had  bucked  the  special 
interests.  They  had  bucked  a  substantially  large  group  of  contribu- 
tors to  them  personally,  and  when  we  asked  them  to  go  back  to  the 
wall  a  second  time,  on  the  individual  practice  acts,  that  was  impos- 
sible to  do.  It  also  was  the  last  week  of  the  legislative  session. 

So  I  think  that  what  you  need  to  recognize  is  if  you  are  going  to 
attempt  to  apply  the  State  concept  of  sunset  at  the  Federal  level,  is 
that  it  should  not  be  done  without  the  realization  that  it  is  a 
substantial  job.  It  will  take  more  time  and  energy  than  you  have 
devoted  to  any  individual  piece  of  legislation.  It  will  bring  out  of 
the  woodwork  lobbyists  and  interest  groups  that  you  haven't  seen 
to  the  same  degree  that  you  will  see  them  during  that  kind  of 
process. 

Last  year  we  had  the  professions  and  occupations.  Next  year  we 
have  all  the  easy  functions — regulation  of  trucking,  the  airlines, 
the  banks,  the  electric  companies,  the  telephone  companies  and  if 
you  think  Florida  had  a  tough  time  this  year,  you  wait  until  we 
start  dealing  with  trucking,  for  instance,  which  we  are  probably 
going  to  in  a  special  session  in  October. 

It  is  amazing  that  we  have,  for  instance,  in  trucking,  a  substan- 
tial Federal  and  State  regulatory  scheme  with  vast  amounts  of 
State  and  Federal  resources  devoted  to  that,  and  the  very  individ- 
uals clamoring  for  a  continuation  of  that  regulatory  scheme  are 
the  people  being  regulated,  are  the  groups  who  when  they  speak  to 
individual  chambers  of  commerce,  when  they  speak  to  civic  clubs 
back  home,  talk  about  the  dangers  of  big  government,  the  dangers 
of  overregulation,  and  yet  it  is  so  many  times  those  very  groups 
which  demand  that  Government  continue  that  regulation. 

There  are  some  pitfalls  to  sunset.  I  think  what  happened  in 
Florida  in  the  period  of  the  last  2  years  indicates  those  pitfalls.  But 
if  the  commitment  exists,  there  needs  to  be  a  commitment  on  the 
part  of  the  leadership  of  Congress,  as  well  as  the  commitment  on 
the  part  of  the  executive  branch.  If  that  commitment  exists  I  think 
sunset  can  be  a  healthy  process,  if  you  are  willing  to  put  in  the 
time  and  the  energy  and  the  effort. 

If  not,  then  sunset  is  a  hollow  concept.  It  is  a  hollow  concept  that 
will  ultimately  bring  you  nothing  but  frustration  and  very  little  to 
show  for  it. 

Florida,  I  think,  has  been  relatively  successful.  The  department 
of  professional  and  occupational  regulation  reorganization  is  an 
example  of  that.  We  also  failed  in  terms  of  the  elimination  of  a  lot 
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of  restrictions  on  entry  into  the  professions,  but  we  have  made  a 
step^and  without  sunset  that  initial  step  would  not  have  taken 

fiv^^^^^  ^^  happy  to  answer  any  questions. 
[Mr.  Sheldon's  prepared  statement  follows:] 
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PREPARED  STATEMENT  OF  GEORGE  SHELDON, 
A  REPRESENTATIVE  IN  THE  STATE  LEGISLATURE  OF  FLORIDA 

It's  good  to  be  here  today  to  discuss  with  you  a 

SUBJECT  WITH  WHICH  I'm  INITIMATELY  FAMILIAR. .. PERHAPS 

too  familiar^  since  we  in  florida  just  wrapped  up  a 
Session  which  had  to  be  twice  extended.  It  is  noteworthy 
THAT  Sunset  was  one  of  the  three  elements  specified  in 
the  call  for  both  extensions.  Yes,  I'm  familiar  with 

THE  state-level  SuNSET  EXPERIENCE.   I  TRUST  THAT  YOUR 

Sargeant-at-Arms  will  forgive  the  trails  my  wounds  may 
have  left  on  your  floors. 

Seriously,  Sunset  is  a  lot  of  work  and  it  often 

FEELS  like  a  THANKLESS  TASK  WHICH  FINDS  AN  ISOLATED 
stalwart  FEW  PITTED  IN  THE  TRENCHES  AGAINST  A  HIGHLY 
MOBILIZED,  ARTICULATE,  POLITICALLY  ASTUTE  AND  POWERFUL 
SET  OF  ORGANIZED  SPECIAL  INTERESTS.   In  THE  COURSE  OF 
MY  COMMENTS  I  HOPE  THAT  I'LL  BE  ABLE  TO  IMPART  SOME 
OF  MY  PERSONAL  INSIGHTS  INTO  THE  CONCEPTUAL  AND 
PRACTICAL  STRENGTHS  AND  WEAKNESSES  OF  THE  SuNSET  APPROACH 
TO  THE  LEGISUTIVE  ART.   IN  ORDER  TO  LAY  THE  FOUNDATION 
FOR  THIS  DISCUSSION,  LET  ME  GIVE  YOU  A  SHORT  HISTORY 
OF  THE  DEVELOPMENT  AND  EARLY  IMPLEMENTATION  OF  SuNSET 

IN  Florida, 

When  Sunset  was  born,  in  1976,  government  bureau- 
cracy WAS  BEING  attacked  FROM  EVERY  ANGLE.   WATERGATE, 
RECESSION,  INFLATION  AND  UNEMPLOYMENT  SHOOK  PUBLIC 
CONFIDENCE  IN  ALL  LEVELS  OF  GOVERNMENT.   AnT I  GOVERNMENT 
PLANKS  SHORED  UP  THE  PLATFORMS  OF  MOST  CANDIDATES  FOR 
PUBLIC  OFFICE.   LEGISLATIVE  EFFORTS  TO  DEVISE  METHODS 
FOR  GRABBING  CONTROL  OF  THE  LAWS  AND  AGENCIES  THEY 
CREATE  INCLUDED  COST  EFFECTIVENESS  RATIOS,  PLANNING  - 
PROGRAMING  -  BUDGETING  SYSTEMS,  MANAGEMENT-BY-OBJECTIVES 
AND  THE  RECENTLY  POPULAR;  ZERO-BASED  BUDGETING.   A 
PRIMARY  MOTIVATION  BEHIND  THESE  ATTEMPTS  TO  PULL  BACK 
THE  REINS  ON  BUREAUCRACY  LAY  IN  A  CENTRAL  CONCERN  THAT 
AN  AGENCY  ONCE  CREATED  BECAME  NEARLY  IMMORTAL. 
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The  flashier  "Sunset"  concept  sprang  from  these 
same  roots^  only  it  caught  on  like  a  raging  fire  across 
the  country  at  all  levels  of  government.  i  suspect  that 

THE  TITLE  "SuNSET"  SELLS  ITSELF^  WHICH  IS  SOMEWHAT  BORNE 
OUT  BY  THE  CONFUSION  OVER  ITS  DEFINITION  WHICH  EXISTS 
EVEN  AMONG  THE  RANKS  OF  ITS  SUPPORTERS,   OnE  GROUP 

usually  argues  that  sunset  should  be  a  selective 
process  while  the  other  wants  the  sunset  unbrella  to 
cast  its  shadow  over  all  agencies  and  all  programs. 
In  Florida^  the  decision  was  made  to  limit  the  scope 
OF  Sunset's  coverage  to  the  effects  only  of  regulatory 
laws  on  consumers.  On  the  other  hand>  we're  here  today 
to  consider  a  bill  addressed  to  a  more  far-reaching 
approach  to  which  the  same  title  is  applied.  Another 
source  of  confusion  is  evidemced  by  the  fact 

THAT  THE  COALITION  PUSHING  FOR  SuNSET's  PASSAGE  HAS  GOT 
TO  CONSIST  OF  EQUAL  NUMBERS  OF  ANT I -GOVERNMENT^  ANTI- 
BUREAUCRACY  LEGISLATORS  INTERESTED  IN  THE  SIMPLE 
"yes"  or  "no"  (preferable  "no")  QUESTION  OF  A  PROGRAM'S 

continuation  and  reform-minded  legislators  who  are  more 
inclined  to  streamline  and  make  government  more  efficient. 
The  1975  Reguutory  Reform  Act  placed  automatic 

TERMINATION  DATES  ON  ABOUT  100  STATUTES  OVER  A  SIX-YEAR 
PERIOD  AND  ESTABLISHED  A  JOINT  COMMITTEE  TO  STRUCTURE 
THE  REVIEW  PROCESS.   ThE  KEY  CHARACTERISTIC.  AS  YOU 

KNOW.  IS  Sunset's  "action  forcing"  element.  Unless  the 

LEGISLATURE  ACTS  AFFIRMATIVELY  TO  REENACT.  THE  LAW 
stands  repealed  on  THE  DATE  DESIGNATED  IN  THE  SUNSET 
SCHEDULE.   ReENACTMENT  OCCURS.  IT  IS  ASSUMED.  ONLY  WHEN 
THE  CRITERIA  OF  NEED  ENUMERATED  IN  THE  SUNSET  LAW  HAVE 
BEEN  DETERMINED  TO  HAVE  BEEN  MET  BY  THE  LAW  BEING 

reviewed. 

The  joint  committee  met  to  divide  the  labor  between 
HOUSE  AND  Senate  for  the  first  year's  Sunsetted  statutes 

AND  IMMEDIATELY "realized- THAT  THE  LAW  ESTABLISHED  A 
NEARLY  IMPOSSIBLE  TIMETABLE  (NEARLY  100  STATUTES  WITHIN  5 
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years).  The  1977  Legislature  then  passed  a  revised 

SCHEDULE  TO  DELAY  THE  FIRST  ROUND  OF  SUNSET  UNTIL  1978. 

The  new  1978  schedule  consisted  of  12  statutes  which 

WERE  PLACED  FIRST  ON  THE  LIST  INTENTIONALLY.   It  SOON 
BECAME  COMMON  KNOWLEDGE  THAT  THESE  TWELVE  LAWS  WERE 

THE  "hit"  list.  The  all  but  announced  goal  was 

TO  "get  the  easy  ones  repealed"  in  ORDER  TO  GET  SOME 

successful  Sunset  experience  under  the  Legislature's 
BELT,  There  was  a  pervasive  belief  that  Sunset  was  a 
PRO  forma  process  which  automatically  led  to  repeal. 
That  the  Legislature  erred  in  its  thinking  on  this 

IS  NOW  A  documented  FACT.   OnlY  H   OF  THE  12  LAWS  WERE 
allowed  to  BE  AUTOMATICALLY  REPEALED  AND  THE  DELIBERATIONS 
ON  JUST  TWO  OF  THE  SURVIVING  EIGHT  (COSMETOLOGISTS  AND 
HARBOR  pilots)  USED  UP  AN  INORDINATE  AMOUNT  OF  THE 

Legislature's  time  and  energies.  Because  of  the 
"scorecard"  mentality  which  had  perceived  the  imminent 

abolition  of  12  LAWS^  MANY  SPOKE  OF  DISAPPOINTMENT  AND 
THE  "failure"  of  LAST  YEAR's  SuNSET  PROCESS. 

This  was  an  unfair  assessment!  The  fault  lay  in 

THE  MYOPIC  AND  OVERLY  OPTIMISTIC  ASSUMPTION  THAT  SuNSET 
was  GOING  TO  MAKE  IT  EASY  TO  ELIMINATE  LAWS  PRESUMED 

to  be  unnecessary  and  that  it  would  be  a  swift,  simple  and 
neat  way  to  go  about  it.  abolition  of  unnecessary  laws 
and  governmental  agencies  is  important,  but  not  nearly 
as  important  as  making  the  wheels  of  government  turn  as 
responsively  and  efficiently  as  possible. 

Although  we  in  Florida  came  to  this  realization  rather 
late,  the  1978  experience  forced  a  reevaluation  of 
our  Sunset  process.  The  incoming  Speaker  of  the  House 
(who  had  been  chairing  the  committee  charged  with  handling 
Sunset)  appointed  a  new  standing  committee  called 
Regulatory  Reform,  whose  energies  would  remain  undivided 
on  Sunset-related  issues.  This  move  was  also  justified 
on  the  grounds  that  the  review  process  was  sufficiently 
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RIGOROUS  TO  WARRANT  THE  DEVELOPMENT  OF  AN  EVALUATION 
CAPABILITY  WITH  CONTINUITY,  SINCE  EACH  LAW  NEEDED  TO 
BE  REVIEWED  WITHIN  A  FAIRLY  HOMOGENEOUS  RANGE  OF  ISSUE 
AREAS. 

Several  changes  were  made  in  the  process  itself. 
The  EVALUATION  equation  for  Each  review  was  revised  to 
deemphasize  the  overly  simplistic  "whether  or  not" 
question  of  a  law's  abolition.  Considerably  more 
emphasis  was  placed  on  the  question  of  how  to  make  it 
work  more  efficiently.  Instead  of  readopting  the  narrow 

scope  of  inquiry  characteristic  of  the  previous  YEARy 

the  Speaker  directed  the  committee  to  examine  issues 
which  crossed  statutory  lines  and  evaluate  the  need  to 
develop  legislation  which  would  tackle  those  problems 
which  were  common  to  several  of  the  laws  under  review. 
In  other  woRDSy  a  decision  was  made  not  to  structurally 
lock  out  alternatives: to  individual  review,  as.  had  been 
the  case  the  year  before. 

Another  major  change  was  made  for  the  1979  Sunset 
process,  and  that  involved  an  attempt  to  overcome  some 

OF  THE  NEGATIVE  ATMOSPHERE  WHICH  SURROUNDED  THE  "HIT  LIST" 
PHILOSOPHY  OF  THE  YEAR  BEFORE.   We  TRIED  TO  GET  AWAY 
FROM  THE  "high  NOON"  APPROACH  BY  PUTTING  THE  COMMITTEE 
BACK  INTO  A  MORE  OBJECTIVE  POSTURE.  ThIS  WAS  ACCOMPLISHED 
IN  PART  BY  CREATING  THE  OFFICE  OF  OMBUDSMAN  WHICH  ACTED 
AS  THE  FOCUS  OF  MUCH  OF  THE  MORE  NEGATIVE  ARGUMENTS  IN 
THE  PROCESS.   ThE  OMBUSDMEN  FILLED  A  VOID  CAUSED  BY  THE 

LACK  OF  PUBLIC  INPUT  INTO  THE  SUNSET  DELIBERATIONS. 

We  ALSO  ESTABLISHED  THE  FACT  THAT  WE  WERE  NOT  "OUT  TO 

get"  ANYBODY;   THAT  WE  ONLY  WISHED  TO  IMPROVE  THE  SYSTEM. 

If  that  MEANT  A  LAW's  ABOLITION,  SO  BE  IT!   BuT  THE   • 

APPROACH  WAS  NO  LONGER  PRESUMPTIVE  OF  THE  DEMISE  OF  A 

LAW  OR  AN  AGENCY.   EVALUATION,  NOT  DISSOLUTION,  WAS 

THE  CHARGE.   WiTH  THIS  IN  MIND,  THE  COMMITTEE,  WHOSE  FOCUS 

WAS  THIS  YEAR  ALMOST  TOTALLY  ON  PROFESSIONAL  AND  OCCUPATIONAL 

LICENSING  LAWS,  ESTABLISHED  A  SET  OF  "GUIDELINES"  TO 

SERVE  AS  BENCHMARKS  WITHIN  WHICH  THE  EVALUATION  REVIEWS 
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WERE  TO  BE  CONDUCTED  AND  SUBSEQUENT  DECISIONS  MADE.   (A 
COPY  OF  THESE  GUIDELINES  IS  ATTACHED). 

We  spent  a  great  deal  of  time  holding  hearings  AROUND 
THE  "STATE  ON  THE  VARIOUS  PROFESSIONAL  REGULATORY  BOARDS 
UP  FOR  REVIEW.   (In  ALL  WE  HAD  ROUGHLY  150  HOURS  OF 
HEARINGS  IN  THE  2  MONTHS  PRIOR  TO  THE  1979  SeSSION). 

These  hearings  painfully  demonstrated  the  need  for  a 
holistic  approach  to  the  problem  of  professional  regulation^ 
to  which  we  responded  with  an  omnibus  bill  to  reorganize 
and  infuse  a  higher  level  of  public  accountability  into 
THE  Department  of  Professional  and  Occupational  Regulation. 
This  department  had  proven  to  be  an  obstacle  in  the  1969 
total  reorganization  of  Florida  State  government 

because  the  cumulative  weight  of  the  nearly  30  PROFESSIONAL 
groups  and  their  LOBBIES  WERE  FORMIDABLE  OPPONENTS  TO  CHANGE. 
We  ENCOUNTERED  THE  SAME  INTRANSIGENCE  FROM  THESE  GROUPS, 
BUT  WE  ULTIMATELY  HELD  THE  UPPER  HAND.   We  WOULD  NOT 
CONSIDER  REENACTIN6  THEIR  PRACTICE  ACTS  UNTIL  WE'D 

successfully  passed  the  overall  reorganization  bill. 
We  were  very  successful  in  our  reorganization 

EFFORTS,  BUT  ONLY  AT  A  SUBSTANTIAL  COST.   By  THE 

time  WE  GOT  AROUND  TO  DEALING  WITH  THE  INDIVIDUAL  PRACTICE 

ACTS  MY  COMMITTEE  WAS  PRETTY  WELL  WORN  OUT  AND  IT  WAS 

LATE  IN  THE  SESSION.   ThE  REORGANIZATION  BILL  FORTUNATELY 

ADDRESSED  MOST  OF  THE  ISSUES  WHICH  CONCERNED  US,  BUT 

WE  HAD  A  TOUGH  TIME  GETTING  THINGS  ACCOMPLISHED  IN  THE 

PRACTICE  ACTS.   EVERYONE  SEEM  TO  LIKE  THE  IDEA  OF  DEREGULATION 

AND  DIMINISHING  THE  AMOUNT  OF  STATE  INVOLVEMENT  IN  THE 

PRIVATE  SECTOR  -  EVERYONE  THAT  IS,  SO  LONG  AS  IT  ISN'T 

MY  LAW  WHICH  IS  BEING  PHASED  OUT! 

With  the  short  history  of  Florida's  pioneering  . 
efforts  in  the  sunset  process,  it  seems  wise  to  quickly 
list  what  i  see  as  the  strengths  and  weaknesses  of' 
Sunset  and  point  out  some  potential  pitfalls  which  you  will 

WANT  to  avoid. 
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First  the  strengths 

~  Sunset's  action-forcing  element  gives  the  legislature 

a  great  deal  of  leverage  in  dealing  with  interest 

GROUPS. 

—  It  also  shifts  the  burden  of  proof  from  the  legislative 
TO  the  executive  and  private  sector. 

—  It  is  a  prod  forcing  the  legislature  to  actively 
review  its  own  creations. 

~  It  is  catchy  enough  to  garner  a  lot  of  attention 
from  the  press^  which  puts  a  burden  on  the  legislature 

TO  DO  A  good  job. 

--  Much  of  its  promise  lies  in  the  potential  it  offers 
for  the  development  of  A  mechanisn  (  A  methodology) 
for  review  and  evaluation. 
~  It  allows  for  a  rational  examination  of  tough  issues 

AND  its  "zero-based  REGULATION"  PHILOSOPHY  ALMOST 
guarantees  that  ALTERNATIVES  WILL  BE  CONSIDERED. 

There  are  also  weaknesses. 

~  It  is  an  extremely  time  consuming  and  demanding 

PROCESS  and  there  IS  TOO  MUCH  OF  A  TENDENCY  TO  BITE  OFF 

more  than  one  can  chew  in  the  Sunset  schedule. 
~  Don't  expect  much  help  from  either  the  "public" 
or  from  "public  interest  groups." 

—  There's  too  much  of  a  natural  tendency  to  see  Sunset 
as  a  tool  of  abolition^  rather  than  reform  (the 
"scorecard"  mentality) 

~  you  will  have  a  great  deal  of  time  taken  up  by  the 

various  lobbyists,  (more  than  you  ARE  USED  TO  EVEN  NOW!) 

~  Requires  a  strong  commitment  on  the  part  of  the  leader- 
ship AND  of  all  those  WORKING  IN  THE  PROCESS. 

—  There's  too  much  of  a  tendency  to  become  myopic  and  not 

LOOK  AT  each  LAW  IN  THE  CONTEXT  OF  A  BIGGER  PERSPECTIVE, 

On  the  OTHER  HANDy  WE  SPENT  TOO  MUCH  TIME  WORKING  ON 
THE  BROADER  PERSPECTIVE  THIS  YEAR>  AT  THE  EXPENSE  OF  THE 
SPECIFIC.   A  MIDDLE  GROUND  rtEEDS  TO  BE  FOUND. 
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I  SINCERELY  HOPE  THAT  THE  FLORIDA  SUNSET  EXPERIENCE 
WILL  PROVE  USEFUL  IN  YOUR  DELIBERATIONS  AND  THAT  YOU 
WILL  BE  ABLE  TO  AVOID  SOME  OF  THE  PITFALLS  THAT  WE'vE 
EXPERIENCED. 

In  the  FINAL  ANALYSIS.  I  AM  CONVINCED  THAT  SuNSET 
IS  AN  EXCELLENT  VEHICLE  FOR  CHANGING  SOME  OF  THE  MORE 
ENTRENCHED  AND  OVERLY  BUREAUCRAT  1  ZED  ELEMENTS  OF  OUR 
GOVERNMENT.   I  WISH  YOU  THE  BEST  OF  LUCK  IN  YOUR  EFFORTS. 


APPENDIX  A 

House  Regulatory  Reform  Committee  established  Guidelines  for  the 
review  process 

--Must  first  answer  questions  of  need  ("public  danger"  in 
absence  of  state  regulation) 

miTDFIINFR  FOR  RFnill  ATORY  RFFORPl 
Recognizing  that  government  cannot  protect  all  people  from 

ALL  things,  we  ADOPT  THE  FOLLOWING  GUIDELINES  FOR  REGULATORY  REFORM: 

I.  A  FREE  MARKET,  WHERE  CONSUMERS  MAKE  RATIONAL  AND  INFORMED 
CHOICES  ABOUT  THE  PURCHASE  OF  GOODS  AND  SERVICES.  IS  THE  MOST  EFFICIENT 
FORM  OF  REGULATION. 

II.  Government  should  regulate  free  markets  only  if  it  is 

DEMONSTRATED  THAT: 

1.   The  NATURE  OF  THE  GOOD  OR  SERVICE  TO  BE  PURCHASED 
RENDERS  IT  DIFFICULT  FOR  THE  CONSUMER  TO  MAKE  AN  INFORMED  CHOICE.  AND 

2.  The  consequences  of  a  wrong  choice  endanger  the  consumer': 

HEALTH  or  SAFETY. 

III.  When  it  is  demonstrated  that  regulation  is  necessary. 

the  least  restrictive  alternatives  should  BE  EXPLORED  FFRST. 

(i.e.. CIVIL  REMEDIES  AND  CRIMINAL  SANCTIONS  EXAMINED  AND  WEIGHED  BEOFRE 

CONSIDERING  LICENSING  SCHEME.) 
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IV,  Where  requirements  for  entry  into  an  occupation  are 

NECESSARY,  THOSE  REQUIREMENTS  SHOULD  3E  CLEARLY  l^ELATED  TO  SAFE 
AND  EFFECTIVE  PRACTICE. 

V,  Every  out-of-state  or  immigrant  licensee  or  applicant 

SHOULD  have  fair  AND  REASONABLE  ACCESS  TO  THE  LICENSING  PROCESS. 

VI,  Where  entry  to  an  occupation  is  restricted  through 

LICENSURE,  renewal  OF  A  LICENSE  SHOULD  BE  BASED  ON  EVIDENCE  OF 
CONTINUED  PRACTITIONER  COMPETENCY. 

VII,  Decisions  concerning  initial  licensure,-  discipline, 

AND  license  renewal  SHOULD  BE  MADE  FAIRLY  AND  EXPEDITIOUSLY  WITH  DUE 
PROCESS  PROTECTIONS  GUARANTEED  TO  BOTH  APPLICANTS  AND  LICENSEES. 

VIII,  The  purpose  of  regulation  is  to  protect  the  public,  not 

THE  ECONOMIC  INTEREST  OF  THE  REGULATED  GROUP. 

IX,  The  public  should  be  involved  in  the  regulatory  process. 
Representatives  of  the  public  are  capable,  after  hearing  testimony^, 

OF  deciding  highly  technical  questions  relating  to  a  regulated  practice. 

X,  Governmental  regulation  should  continue  only  as  long  as 

THE  need  for  such  REGULATION  CONTINUES  TO  EXIST.   ThE  LEGISLATURE 
SHOULD  PERIODICALLY  REVIEW  THE  REGULATION  TO  ENSURE  THAT  THE  CONDITIONS 
NECESSITATING  THE  REGULATION  STILL  APPLY. 

Mr.  Long.  We  w^ill  proceed  in  the  way  of  asking  the  questions 
and  each  of  you  may  comment  to  the  degree  that  you  would  like  to. 

Let  me,  if  I  may,  George,  explore  this  question  of  commitment.  I 
am  afraid,  that  other  Members,  who  have  not  had  the  opportunity 
to  study  these  proposals  to  the  degree  that  we  have,  really  don't 
understand  what  the  commitment  is  in  terms  of  money,  time,  and 
dedication  in  the  face  of  very  strong  opposition. 

The  tale  still  makes  the  rounds  here  that  when  Wilbur  Mills  and 
Mike  Mansfield  some  years  ago  introduced  a  bill  to  take  an  in- 
depth  look  at  the  social  security  system,  the  mail  came  in  by  the 
truckloads.  Everybody  looked  upon  that  as  being  an  attempt  to  do 
away  with  the  social  security  system.  It  caused  great  fears  in  the 
minds  of  people  all  over  the  country  and  finally  Mr.  Mills  and 
Senator  Mansfield  just  had  to  walk  away  from  the  thing.  The 
whole  roof  caved  in  on  them. 

Let's  talk  a  bit  about  this  commitment. 

One,  it  seems  that  in  Florida,  you  opted  for  a  selective  type  of 
system.  Tell  us  in  detail  why  you  chose  a  selective  review  process 
rather  than  an  across-the-board  review. 


768 

Do  you  have  a  forcing  mechanism  and,  if  so,  how  did  that  forcing 
mechanism  work  in  the  Florida  case? 

Mr.  Sheldon.  Bill  may  be  able  to  elaborate  on  why  these  particu- 
lar entities  were  selected.  The  initial  sunset  bill  in  Florida  would 
have  abolished  everything,  all  departments  of  State  government, 
all  functions  in  State  government.  That  was  substantially  compro- 
mised out  and  what  was  selected  were  those  individual  regulatory 
functions  of  government,  and  so  that  over  a  6-year  period  we 
established  a  schedule  for  review  of  those  individual  agencies. 

July  1,  1979,  all  the  professional  boards  and  occupational  boards 
went  out  of  existence,  unless  the  legislature  reenacts  them.  Which 
meant  that  that  had  to  go  through  both  houses  and  also  was 
subject  to  the  potential  of  a  gubernatorial  veto.  July  1,  1980,  all  of 
the  public  service  commission  functions,  trucking,  airlines,  utility 
companies,  go  out  of  existence.  All  of  the  State  regulatory  schemes 
in  financial  institutions,  banks,  savings  and  loans,  credit  unions 
and  the  like. 

On  down  through  that  process  the  next  4  years  we  go  into 
insurance  and  other  functions  of  the  government. 

Basically  the  decision  was  made  that  we  would  look  at  during 
that  6-year  cycle  economic  regulations,  and  not  individual  govern- 
mental functions,  such  as  health  and  rehabilitative  services,  educa- 
tion, and  the  like. 

I  personally  think  a  6-year  schedule  is  too  short.  It  is  impossible 
for  us  to  evaluate  effectively  24  or  25  regulatory  functions  in  a 
single  year.  We  devoted  somewhere  in  the  neighborhood  of  150  to 
200  hours  of  hearings  alone  to  say  nothing  about  the  staff  work 
that  went  into  the  process,  this  particular  year. 

Mr.  Long.  Was  there  a  need  for  additional  staff?  Did  the  work- 
load impinge  on  the  ability  of  the  legislature  to  perform  its  other 
responsibilities? 

Mr.  Sheldon.  We  staffed  up.  My  staff  is  about  8  to  10,  and  I 
would  say  about  5  of  those  are  professional.  In  addition,  the  speak- 
er created  an  office  of  the  public  ombudsman  in  the  speaker's 
office,  hired  two  individuals  to  in  effect  serve  as  representatives  of 
the  public  to  seek  public  information.  Because  the  thing  we  found 
the  first  year,  Bill  can  attest  to  this,  is  that  the  people  we  heard 
from  were  not  the  public,  they  basically  were  cosmetologists  or 
masseurs,  or  barbers  or  those  people  who  were  specifically  being 
affected. 
So  the  staff  component  had  to  be  substantially  increased. 
The  amount  of  time  in  terms  of  statewide  hearings  we  held  was 
substantial  as  well. 

Mr.  LoTT.  You  say  your  staff  was  increased  by  seven?  Was  that 
all  of  the  staff  increase  or  were  there  any  other  committee  mem- 
bers who  had  staff  increases? 

Mr.  Sheldon.  No;  what  we  did  after  the  first  year  is  create  a 
separate  committee  for  the  purpose  of  sunset. 
Mr.  LoTT.  Do  you  mean  that  the  total  staff  was  seven? 
Mr.  Sheldon.  Yes  sir,  seven  to  nine.  I  should  be  more  accurate 
since  it  is  my  own  staff  The  amount  of  legislative  time  was  sub- 
stantially increased.  Of  the  committee,  15  members  on  the  commit- 
tee, I  would  say  50  percent  of  those,  over  50  percent  of  those  put  in 
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as  much  time  and  energy  during  the  4-month  period  as  most  staff 
individuals  would  do. 

For  instance,  we  had  hearings  which  began  at  10  a.m.  and  would 
last  until  1  a.m.  the  next  day,  with  one  break.  That  is  a  lot  to  ask 
of  elected  officials,  particularly  part-time  officials,  to  go  through, 
but  it  was  necessary.  It  was  a  necessary  function,  particularly  in 
light  of  the  pressures  that  were  on  members  for  a  60  day  session. 
We  are  not  in  session  all  year.  So  you  have  got  some  advantages 
that  we  may  not  have. 

This  year,  the  speaker  of  the  house,  the  Governor,  and  the  presi- 
dent of  the  senate  recognizing  the  substantial  investment  of  time, 
are  discussing  the  possibility  of  special  sessions  solely  on  the  issue 
of  sunset.  For  instance,  the  Governor  has  tentativelj"^  made  a  deci- 
sion in  October  of  this  year  we  will  go  into  a  special  session  on 
trucking  regulations. 

In  the  end  of  November,  and  the  early  part  of  December,  we  will 
go  into  a  special  session  on  the  issue  of  sunset,  the  banking  code. 
And  in  January  of  next  year  we  will  go  into  a  special  session  on 
the  issue  of  sunset  of  electrical  and  telephone  utilities.  So  the 
investment  of  time  is  substantial. 

One  problem  that  developed  this  year  is  we  got  our  reorganiza- 
tion bill  through  by  midpoint  in  the  session,  which  meant  that  once 
that  reorganization  bill  psissed,  we  had  to  pass  24  individual  prac- 
tice acts  affecting  those  24  professions.  Those  bills,  because  of  the 
time  and  pressure,  did  not  make  it  to  the  floor  of  the  house  until 
the  last  week  of  the  legislative  session.  We  went  into  two  exten- 
sions of  the  legislative  session  and  each  of  those  extensions  has 
included  in  the  call  the  sunset  regulatory  functions. 

Mr.  Long.  The  thing  that  concerns  many  of  us  in  the  Congress  is 
that  there  are  a  great  deal  more  programs  at  the  Federal  level 
than  at  the  State  level.  For  many  of  these  programs,  review  would 
be  relatively  simple,  but  for  others,  such  as  some  of  the  HEW 
programs,  it  could  be  quite  complex.  I'm  afraid  reviewing  every- 
thing is  going  to  bog  the  whole  process  down  to  such  a  degree  that 
most  reviews  will  be  given  lip  service  and  that  nothing  will  truly 
be  reexamined. 

Mr.  Nelson.  As  a  corollary  let  me  suggest  one  other  thing.  The 
concept  of  sunset  was  used  in  an  individual  rifleshot  situation.  We 
had  a  terrible  problem  in  Florida  with  workman's  compensation 
going  sky  high.  We  tried  to  reform  it  in  the  session  of  1978,  we 
made  some  cosmetic  changes  to  it,  but  the  real  change  came  when 
we  put  a  sunset  provision  on  the  entire  workman's  compensation 
law  as  of  July  1,  1979,  it  was  going  to  self  destruct,  and  then  that 
forced  this  year's  legislature  to  come  back  in  and  under  the  threat 
that  the  whole  thing  was  going  out  the  window,  that  they  then 
rewrote  and  substantially  reformed  and  gave  some  relief  on  rates 
on  workman's  compensation. 

Mr.  Long.  From  your  experience.  Bill,  having  worked  in  the 
Florida  Legislature  and  then  here,  do  you  think  that  the  rifle 
approach  is  going  to  be  necessary? 

Mr.  Nelson.  My  better  judgment  tells  me  to  say  yes  to  your 
question,  but  that  is  not  what  my  heart  wants  to  say. 

Mr.  Long.  It  is  not  what  my  heart  wants  to  say  but  it  is  what  my 
better  judgment  tells  me. 
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Mr.  Nelson.  My  heart  wants  to  say  that  we  have  got  to  get  hold 
of  the  galloping  bureaucracy  and  yet  it  is  going  to  be  a  monumen- 
tal task.  You  may  want  to  take  it  in  stages.  You  may  want  to  select 
certain  areas  and  go  in  and  sunset  them  on  a  trial  basis,  pick  out 
the  ones  that  are  more  notorious  for  general  consensus  on  this 
efficiency  and  so  forth  and  work  on  that. 

Mr.  Sheldon.  If  I  might  respond  to  that  as  well.  I  think  you 
really  have  to  set  priorities.  And  although  the  concept  of  sunset  in 
terms  of  an  overall  approach  has  a  substantial  amount  of  validity, 
I  think  you  have  got  to  identify  what  you  really  want  to  accom- 
plish and  set  some  priorities  in  accomplishing  that. 

For  instance,  if  you  sunsetted  HEW,  the  task  of  doing  that  would 
be  overwhelming.  Just  to  walk  over  there  must  be  overwhelming. 
But  I  think  you  can  in  terms  of  setting  priorities  identify  in  that 
agency  those  entities  that  during  this  particular  cycle  you  want  to 
evaluate  and  pinpoint. 

That  is  what  we  did  in  Florida.  I  think  we  recognized  that  we 
were  not  going  to  be  able  to  eliminate  professional  boards  but  we 
did  recognize  that  the  threat  of  elimination  and  the  process  that 
we  had  to  reenact  something  gave  us  the  capability  of  forcing  those 
boards  to  do  something  that  we  never  would  have  accomplished 
without  it. 

A  10-year  cycle  is  better  than  a  6,  and  probably  a  20  is  better 
than  a  10.  It  is  a  phenomenal  amount  of  work. 

Mr.  Derrick.  I  missed  part  of  your  testimony.  I  apologize  for 
that.  How  far  have  you  gone?  That  is  one  part  that  I  didn't  under- 
stand. I  went  out  several  years  ago — I  have  been  working  on  this 
concept  for  several  years — and  visited  the  Colorado  Legislature. 
They  have  one  of  the  first  sunset  laws,  as  you  know,  and  it  sounded 
great.  They  did  pretty  much  the  same  thing  I  gather  that  you  did, 
they  sunset,  I  think  it  was  10  of  the  agencies  or  boards,  and  it 
sounded  grand,  but  the  net  effect  of  what  they  have  done  out 
there — I  stand  to  be  corrected — but  as  I  perceive  it,  it  is  just  about 
nil.  There  is  a  lot  of  hullabaloo  about  nothing.  You  mentioned 
cosmetologists  a  minute  ago.  I  suppose  you  could  single  out  the 
cosmetology  board  as  one  of  the  weaker  boards  if  you  were  to  fire  a 
single  shot,  and  you  really  haven't  accomplished  anything.  So,  I 
tend  to  suggest  to  you  that  maybe  the  approach  might  not  be  the 
single  shot  approach. 

Who  determines  the  targets  to  begin  with,  is  the  major  ques- 
tion— who  is  going  to  be  single  shotted  and  who  isn't.  I  suppose 
that  then  you  give  your  special  interest  groups — I  don't  have  any- 
thing particularly  against  special  interest  groups — but  you  give 
them  another  shot  at  you,  so  to  speak,  compared  to  an  across-the- 
board  approach.  If  you  start  out  by  single  shotting  I  think  you 
could  probably  start  out  with  a  lot  of  hullabaloo  that  would  look 
great.  But  I  think  that  if  you  take  it  across  the  board,  that  your 
long  range  permanent  contribution  would  be  substantially  more. 

Mr.  Sheldon.  That  was  the  point  I  was  trying  to  make  during 
earlier  testimony,  that  is,  not  to  develop  a  hit  list.  When  I  use  the 
term  single  shot  I  am  basically  saying  that  don't  go  after  abolition, 
don't  identify  for  instance  an  entity  that  you  want  to  abolish,  but 
rather  design  a  general  philosophy  of  what  you  want  to  accom- 
plish. 
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For  instance,  we  decided  this  year  not  to  take  up,  for  instance, 
the  doctors  separately,  the  dentists  separately,  the  funeral  direc- 
tors separately,  and  the  like,  but  rather  to  identify  those  problems 
that  existed  in  all  of  those  particular  boards.  By  doing  that,  we 
were  able  to  remove  restrictions  on  advertising  in  all  those  profes- 
sions, we  were  able  to  clean  up  the  disciplinary  process  in  the 
medical  community. 

It  had  been  an  abomination.  By  removing  from  the  boards  con- 
trolled by  the  individual  professions  the  capability  of  determining 
probable  cause,  the  capability  of  investigating,  and  the  capability  of 
entering  final  judgment,  so  that  that  now  has  been  centralized  in  a 
central  investigatory  team. 

We  have  also  given,  for  instance,  an  oversight  capability  to  rule- 
making of  those  professional  boards.  It  is  true  in  Florida  that  those 
boards  continue  to  exist  but  they  have  been  substantially  stripped 
of  their  authority  and  that  authority  had  been  used  in  the  past  to 
restrict  entry  into  a  profession,  unnecessarily,  and  not  to  discipline 
except  to  discipline  competitors,  both  of  which  should  not  have 
been  sanctioned  by  the  State  government. 

Mr.  Derrick.  You  indicated  several  times  further  things  you 
were  concerned  about,  and  in  your  testimony  you  say  "the  reorga- 
nization bill  fortunately  addressed  most  of  the  issues  which  con- 
cerned us."  Specifically,  what  do  you  think  precipitated  this  busi- 
ness of  sunset?  What  were  the  issues  that  you  hoped  to  correct? 

Mr.  Sheldon.  There  were  two  basic  problems  that  we  identified 
during  our  public  hearings.  One  that  was  most  vividly  brought  to 
the  public's  attention  and  the  legislature's  attention  was  the  board 
of  medical  examiners.  The  board  of  medical  examiners  had  not 
been  disciplining  drunken  doctors,  incompetent  doctors  and  the 
like.  Basically  what  it  had  been  doing,  the  individual  coming  before 
that  board,  the  feeling  often  of  the  doctors  on  the  board  would  be, 
there  but  for  the  grace  of  God  go  I,  and  that  individual  would  be 
reprimanded  at  best.  There  were  a  substantial  number  of  physi- 
cians who  were  allowed  to  continue  to  operate,  who  were  in  fact  a 
threat. 

Second,  in  the  disciplinary  process,  we  have  looked  at  other 
boards,  for  instance,  the  board  of  chiropractor  physicians,  who  were 
using  the  disciplinary  process  to  discipline  chiropractors  who  were 
advertising,  who  were  advertising  in  compliance  with  recent  court 
decisions. 

The  funeral  directors,  for  instance,  had  been  utilizing  the  rule- 
making process  to  restrict  entry.  In  Florida,  for  instance,  to  be  a 
funeral  director  you  had  to  first  of  all  go  to  embalming  school,  then 
you  had  to  serve  a  year  internship  with  a  current  funeral  director, 
then  you  had  to  be  recommended  by  two  other  funeral  directors  for 
admission.  I  always  wondered  why  all  funeral  directors  in  Florida 
had  fathers  who  were  funeral  directors. 

All  of  those  three  problems  that  were  identified  were  solved  in 
the  reorganization  process.  Where  we  failed  were  specific  restric- 
tions in  the  statutes.  For  instance,  the  committee  felt  that  reciproc- 
ity between  States  is  appropriate  as  long  as  the  entry  requirements 
in  both  States  are  pretty  much  the  same. 
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We  were  not  able  to  eliminate  those  in  the  Individual  Practice 
Act.  There  were  some  restrictions  on  nurse  practitioners  that  we 
were  able  to  eliminate  in  terms  of  Individual  Practice  Acts. 

There  were  entities  that  I  felt  should  not  be  reenacted;  for  in- 
stance, the  board  of  forestry.  We  license  in  Florida  30  foresters.  It 
happens  eight  of  the  licensed  people  serve  on  the  board  of  forestry. 
Luckily,  in  that  area  the  Governor  decided  to  veto  the  reenactment 
of  forestry  board.  That  gives  you  a  good  example. 

The  board  of  landscape  architects,  this  is  a  real  problem  that 
develops  in  sunset.  The  board  of  landscape  architects  is  a  board 
identified  by  the  committee  as  one  that  was  not  necessary  to  pro- 
tect the  public.  It  was  basically  being  used  to  protect  the  economic 
interests  of  that  particular  group  being  regulated. 

During  the  waning  days  of  the  legislative  session  a  substantial 
reform  of  our  higher  education  system  was  being  held  in  the  senate 
by  the  chairman  of  the  education  committee,  who  happened  to  be  a 
landscape  architect.  So  the  legislature  in  its  wisdom  traded  a  sub- 
stantial reform  in  higher  education  for  the  board  of  landscape 
architects,  and  I  would  do  it  again.  It  is  not  the  way  it  ought  to 
work. 

Mr.  Derrick.  I  don't  want  to  be  antagonistic.  I  appreciate  your 
taking  the  time  to  come  up  here  and  testify.  I  don't  want  to  in  any 
way  belittle  what  you  have  done,  but  I  will  have  to  say  as  I  sat 
here  and  listened  to  your  testimony  it  is  basically  the  same  testi- 
mony I  heard  in  Colorado  3  years  ago.  Unless  Florida  is  different 
from  most  States,  it  is  not  really  very  difficult  to  discipline  archi- 
tects and  doctors.  What  have  you  done  with  your  social  services 
organization,  your  departments  of  social  services,  have  you  done 
anything  in  that  area? 

Mr.  Sheldon.  In  terms  of  sunset? 

Mr.  Derrick.  In  terms  of  sunset. 

Mr.  Sheldon.  The  only  2  years  of  experience  we  have  of  profes- 
sional boards  this  year  is  probably  a  real  test  of  sunset.  This  year, 
as  I  indicated,  we  are  taking  up  the  economic  regulations  of  some 
very  substantial  business  entities.  In  the  area  of  social  services,  I 
happen  to  think  Florida  is  a  model  because  we  have  a  comprehen- 
sive delivery  system,  instituted  one  stop  centers  rather  than  being 
fragmented.  That  is  not  a  result  of  sunset. 

Mr.  Nelson.  Part  of  the  testimony  you  missed  out  on  is  that 
Florida's  sunset  is  only  directed  toward  the  regulatory  agencies — 26 
regulatory  agencies  such  as  doctors,  optometrists,  and  so  forth — 
and  it  is  spread  over  6  years  with  so  many  of  those  regulatory 
agencies  coming  up  each  1  in  6  years.  That  has  been  the  Florida 
experience,  whereas  as  I  understand  it  the  Colorado  experience  was 
much  broader  than  that,  wasn't  it? 

Mr.  Sheldon.  Yes  sir. 

Mr.  Derrick.  The  Colorado  experience  was  not  broader  than 
that,  it  was  narrower  than  that,  as  I  recall.  I  visited  several  States. 
The  other  two  States  that  I  visited  where  I  talked  with  elected 
officials  as  well  as  top  staff  people,  they  told  me,  oh  well,  we  just 
worked  right  on  in  the  system  and  it  didn't  miss  a  beat.  One  of 
those  States  was  Texas,  by  the  way. 

I  appreciate  your  coming  and  testifying.  I  am  sorry  I  missed  the 
first  of  your  testimony.  Let  me  ask  you  one  other  question.  What 
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broad  conceptual  problems  did  you  see?  The  examples  that  you 
have  given  me  are  very  helpful,  but  what  did  you  see  running 
through  the  core  of  these  boards? 

Mr.  Sheldon.  One,  I  think  it  runs  through  a  substantial  part  of 
government,  is  one  basic  byline,  and  that  is  that  most  regulatory 
agencies  sooner  or  later  become  dominated  by  those  individuals 
that  they  are  regulating.  Once  an  agency  develops  a  constituency 
group,  whether  it  is  HEW  or  whether  it  is  CAB,  that  particular 
agency  ultimately  begins  to  struggle  for  existence  and  to  represent 
the  constituency  group  that  it  is  designed  to  regulate. 

Mr.  Derrick.  What  in  effect  you  really  did  was  decide  that  was  a 
problem  and  you  took  those  agencies  one  by  one  and  decided  that 
you  were  going  to  make  corrections? 

Mr.  Sheldon.  In  fact,  we  didn't  take  them  one  by  one.  We  passed 
one  bill  that  in  effect  removed  their  jurisdictions  so  in  effect  those 
individual  boards  are  currently  in  Florida  basically  advisory, 
whereas  in  the  past  they  had  been  decisionmaking. 

One  other  advantage,  I  think,  in  terms  of  the  Florida  experience, 
in  terms  of  why  we  were  able  to  accomplish,  for  instance,  the  social 
service  reorganization  in  1969,  is  that  we  passed  a  new  constitution 
in  1968  requiring  the  government  to  be  reorganized  into  25  depart- 
ments. 

It  is  a  similar  kind  of  action  forcing  mechanism  that  sunset  was. 
We  reduced  the  size  of  government  from  some  40  administrative 
agencies  to  some  25.  Now,  that  did  not  eliminate  functions  but  it 
brought  about  a  much  more  streamlined  process,  and  it  is  a  much 
more  responsive  process  in  terms  of  the  constituency,  whether  it  is 
one-stop  environmental  permitting  or  whether  it  is  one-stop  center 
for  receiving  social  services. 

The  advantage  of  the  25  cap,  the  advantage  of  the  sunset,  is  just 
that,  it  is  an  action  forcing  mechanism,  not  an  abolition  mecha- 
nism. 

Mr.  Derrick.  I  thank  you  very  much. 

Mr.  Long.  Mr.  Beilenson. 

Mr.  Beilenson.  My  feelings,  I  think,  are  kind  of  like  Mr.  Der- 
rick's; I  am  not  quite  sure  of  the  relevance  of  your  experience  to 
the  kind  of  broad  proposals  that  we  have  before  us,  at  least  at  the 
present  time. 

Who  did  you  get  rid  of  besides  the  watchmaker  commission? 

Mr.  Sheldon.  Let's  see 

Mr.  Beilenson.  Four  people,  as  I  understand  it,  didn't  survive? 

Mr.  Sheldon.  Well,  that  was  how  many  people  showed  up. 
Watchmakers,  psychologists,  forestry,  electronic  repair.  Electronic 
repair  was  not  a  board  but  was  rather  a  governmental  function. 
Two  other  entities  last  year,  and  off  the  top  of  my  head,  I  really 
don't  know  what  those  two  were.  I  would  say  a  total  of  about  7  out 
of  30. 

Mr.  Beilenson.  We  ought  to  wait  on  our  bills  for  another  year  or 
so  and  have  these  gentlemen  back  and  find  out  what  happened  the 
second  time  around  when  they  started  dealing  with  some  tough 
ones,  which  are  not  nearly  as  tough  as  the  ones  we  are  going  to 
have  to  deal  with. 

Mr.  Sheldon.  They  are  closer  in  terms  of  their  strength  than 
what  we  have  dealt  with  so  far. 
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Mr.  Beilenson.  We  were  able  in  California  to  get  rid  of  some  of 
the  same  boards  or  similar  boards,  the  ones  you  have  been  talking 
about,  without  the  need  of  sunset  at  all,  these  are  the  obvious 
targets  and  the  easier  targets,  and  I  know  you  know  that. 

Mr.  Sheldon.  The  real  question  is — I  agree  with  you — is  what 
happens  in  Florida  in  October  and  November  of  this  year  when  we 
go  into  special  session  on  those  entities.  I  happen  to  believe  that 
the  ground  work  has  been  laid  for  a  successful  special  session. 

Mr.  Beilenson.  I  am  sure  you  are  prior 

Mr.  Sheldon.  The  real  test  of  that  is  when  we  get  into  those 
sessions. 

Mr.  Beilenson.  You  can  do  a  better  job  on  the  harder  ones.  I  am 
not  sure  yet,  without  in  any  way  tending  to  belittle  your  own 
experience,  along  with  Mr.  Derrick,  I  appreciate  your  coming  up 
here  and  talking  to  us.  It  is  clear  that  you  are  concerned  legislators 
who  are  concerned  about  the  same  kind  of  things  we  are.  I  am  not 
sure  of  the  relevance  of  the  relatively  modest  approach  you  have 
undertaken  to  the  broad  and  difficult  questions  that  are  before  us. 

I  take  it  you  have  not  considered  extending  or  amending  your 
sunset  laws  to  go  beyond  the  regulatory  phase  after  the  6  years  are 
up? 

Mr.  Sheldon.  My  personal  opinion  at  this  point  in  time,  I  would 
not  be  supportive  of  going  beyond  regulatory  functions.  I  think  that 
we  are  beginning  to  get  a  handle  on  the  economic  regulations.  I 
think  we  can  do  that.  But  the  massive  job  entailed  in  sunsetting  all 
of  the  State  government  I  think  would  be  unbelievable,  to  say 
nothing  about  the  massive  job  that  you  would  have  sunsetting  the 
Federal  Government. 

Mr.  Beilenson.  If  you  used  up,  and  I  quote  you,  Mr.  Sheldon,  "an 
inordinate  amount  of  the  legislature's  time  and  energy"  taking  up 
the  cosmetologists  and  harbor  pilots  boards,  you  can  imagine  what 
is  going  on  around  here  when  we  take  up  something  slightly  larger 
and  more  important. 

Mr.  Sheldon.  In  my  simpleminded  judgment  I  cannot  imagine 
the  comprehensive  natures  of  the  job  you  would  have  before  you. 

Mr.  Beilenson.  Maybe  then  you  may  be  a  member  and  can  help 
us  with  the  great  job. 

Mr.  Sheldon.  I  take  that  as  an  invitation  but  I  will  withhold 
judgment. 

Mr.  Beilenson.  I  am  not  sure  whose  district 

Mr.  LoTT.  It  is  a  lot  easier  to  set  up  these  various  boards,  com- 
missons,  and  agencies  than  it  is  to  dismantle  them. 

Mr.  Sheldon.  No  doubt  about  that. 

Mr.  LoTT.  You  did  consider  a  much  broader  more  general  bill,  I 
understand,  but  you  made  a  conscious  decision  to  go  with  a  limita- 
tion to  the  regulatory  area.  Did  you  consider  including  the  State 
tax  incentives  or  the  State  spending  programs  when  you  were 
writing  your  bill?  Did  you  look  into  these  points  and  say,  no;  we 
are  going  to  just  open  the  door  and  peak  in  at  the  regulatory 
reform?  or  did  you  make  the  limitation  because  you  had  particular 
problems  in  Florida  with  the  regulatory  boards? 

Mr.  Nelson.  That  was  certainly  one  reason.  But  I  think  the 
general  feeling  in  the  legislature  was  that  it  was  too  massive  to  go 
after  the  entire  spectrum  of  State  government,  that  you  ought  to. 
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and  since  this  was  where  a  lot  of  problems  were,  these  were  the 
sacred  cows  that  could  never  be  touched,  because  of  their  special 
interest  groups,  I  think  that  is  why  they  focused  in  on  these  30- 
some-odd  regulatory  agencies. 

Mr.  LoTT.  Are  we  making  this  too  complicated?  How  can  such  a 
good  idea  all  of  a  sudden  become  so  complicated?  I  realize  this 
whole  concept  is  liable  to  go  down  the  drain  just  because  we  are 
being  told  that  you  can't  even  terminate  a  few  boards  in  the  State 
of  Florida. 

.  Mr.  Nelson.  That  one  I  was  going  to  seek  recognition  from  the 
chairman  to  say  that.  That  it  is  an  excellent  concept  but  you  have 
got  to  remember  what  George  has  said,  that  it  should  not  be  looked 
at  as  a  process  to  go  out  and  lop  off,  rather  a  process  that  can  help 
you  in  the  process  of  reform,  and  as  you  were  talking,  it  just 
popped  into  my  head,  an  agency  that  I  know  very  little  about,  but 
just  the  Food  and  Drug  Administration. 

Now,  what  serious  attempts  do  we  have  in  the  Congress  to 
reform  the  Food  and  Drug  Administration?  But  if  you  had  a  sunset 
on  them  by  a  certain  year  there  would  be  some  serious  inquiry  into 
that  process. 

Mr.  LoTT.  Let  me  ask  you  another  question.  I  guess  this  one  is  to 
you,  Mr.  Sheldon.  I  believe  you  said  or  indicated  that  you  do  feel 
that  as  a  result  of  your  efforts  in  Florida  some  of  the  agencies  and 
programs  which  underwent  sunset  review  have  been  strengthened. 
So  even  though  they  may  not  have  been  abolished,  they  are  strong- 
er and  better  today  as  a  result  of  the  work  you  have  done. 

Mr.  Sheldon.  In  terms  of  their  mandate,  public  protection,  I 
think  up  until  this  year  those  regulatory  functions  had  wound  up 
attacking  the  economic  interests  of  the  group  being  regulated.  I 
think  we  were  successful  in  the  elimination  of  that. 

The  reason  I  am  trying  to  be  as  frank  with  you  as  I  can,  about 
our  experiences  in  terms  of  the  limitation  of  what  we  have  accom- 
plished, I  would  hate  to  see  Congress  undertake  a  process  not  fully 
understanding  the  dangers  and  pitfalls  involved.  If  we  have  prob- 
lems with  cosmetologists  and  doctors  and  dentists,  I  think  we  won, 
but  at  a  substantial  price.  Just  imagine  that  same  kind  of  battle 
that  you  are  going  to  have  with  environmental  programs,  with 
social  service  programs,  because  the  sad  thing  about  sunset,  if 
there  aren't  sufficient  safeguards  in  there,  powerful  constituency 
groups  survive  and  weak  constituency  groups  don't. 

Mr.  Long.  Thank  you  very  much,  gentlemen.  We  appreciate  your 
sharing  your  experiences  with  us. 

Mr.  Sheldon.  Good  being  with  you. 

Mr.  Long.  Our  next  witness  is  Prof.  Norman  Ornstein  of  the 
Department  of  Politics  at  Catholic  University.  Professor  Ornstein  is 
known  to  many  Members  as  an  expert  on  congressional  organiza- 
tion, procedure,  and  oversight. 

We  have  asked  Professor  Ornstein  to  look  specifically  at  what  I 
refer  to  as  the  "side  effects"  of  this  legislation.  Like  a  medicine, 
many  are  prescribing  these  proposals  as  a  cure  for  what  ails  Con- 
gress and  the  Nation.  But  even  more  like  a  medicine,  we  must 
insure  that  the  side  effects  of  this  cure  are  not  worse  than  the 
disease. 
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One  of  the  side  effects  that  concerns  me  is  the  workload  that 
these  measures  may  impose  on  Congress.  I  hope  Professor  Ornstein 
will  address  this  as  well  as  some  of  the  broader  implications  for 
Congress  of  these  proposals. 

Professor  Ornstein,  please  proceed  at  your  discretion. 

STATEMENT  OF  NORMAN  ORNSTEIN,  PROFESSOR, 
DEPARTMENT  OF  POLITICS,  CATHOLIC  UNIVERSITY 

Mr.  Ornstein.  Thank  you,  Mr.  Chairman.  I  was  quite  impressed 
with  Mr.  Sheldon's  testimony,  especially  since  I  have  written  some 
about  interest  groups  and  lobbying.  I  have  always  known  that 
cosmetologists  were  able  to  make  waves  but  I  didn't  realize  quite 
how  many  they  could. 

If  the  Chair  would  indulge  me  for  a  moment,  not  being  a 
Member  of  Congress,  and  not  having  a  public  forum  very  frequent- 
ly, I  would  like  to  make  one  little  aside.  I  am  here  speaking  for 
myself  as  an  individual.  I  would  like  to  say  something  I  think  that 
speaks  for  the  political  science  profession,  at  least,  and  certainly 
those  of  us  who  follow  Congress, 

Many  of  us  have  been  concerned  over  the  last  couple  of  years 
about  retirements,  voluntary  departures  from  Congress,  the 
number  in  part  but  quality  in  particular.  Some  of  the  best  people 
in  Congress  who  clearly  could  stay  around  and  be  vigorous  and 
important  for  a  longer  period  have  left  to  do  something  else.  And 
we  were  greatly  pleased  at  your  decision  to  stay  in  the  House  of 
Representatives  and  your  commitment  to  this  institution. 

Mr.  Long.  Thank  you.  I  know  you  are  going  to  make  an  excel- 
lent witness. 

Mr.  Ornstein.  And  I  am  not  a  politician  and,  therefore,  I  am  not 
required  to  make  flowery  statements  of  praise  for  people,  so  you 
can  take  this  as  being  doubly  heartfelt. 

One  other  short  aside,  Mr.  Chairman.  I  have  written  a  very  short 
statement,  partly  because  there  was  limited  time  for  me  to  prepare 
detailed  remarks,  in  part  because  in  my  years  of  watching  Con- 
gress I  have  seen  a  tremendous  amount  of  time  taken  up  by  people 
writing  long  statements  and  reading  them  for  the  record  while 
busy  Members  of  Congress  sit  up  there  and  read  through  along 
with  them. 

I  would  hope  that  at  some  point  along  the  way  this  subcommittee 
and  perhaps  as  well  the  Committee  on  Committees  and  some  mem- 
bers of  that  panel  would  take  a  look  into  the  nature  of  hearings  as 
a  function  that  Congress  performs  and  perhaps  look  at  other  ways 
in  which  Congress  might  do  its  business.  I  think  an  enormous 
amount  of  time  and  effort  is  taken  on  hearings,  a  great  deal  of 
overlap,  and  I  think  it  is  time  for  Congress  to  take  a  look  at 
possibly  streamlining  its  approach  to  gathering  and  considering 
information. 

That  is  a  big  bite  to  take  off  and  chew  in  the  legislative  process 
but  that  is  something  I  urge  you  to  do. 

I  am  not  going  to  read  my  statement.  I  would  like  to  draw  from 
it  in  a  couple  of  ways.  I  will  talk  about  workload  a  bit  as  we  go 
along,  but  I  would  like  to  talk  about  a  broader  question  to  begin 
with.  That  is  the  nature  of  reform  in  the  political  process.  It  seems 
to  me  that  too  often  those  of  us  who  are  in  the  political  arena  £is 
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spectators  as  well  as  activists,  tend  to  look  first  at  reform  as 
solutions  which  are  looking  for  problems,  rather  than  the  other 
way  around.  And  in  many  respects  I  think  that  the  debate  over 
sunset  tends  to  reflect  this  attitude. 

It  is  a  good  idea,  which  when  drawn  upon  looks  as  if  it  can  solve 
a  large  number  of  problems.  But  I  think  it  is  very  useful  to  start 
first  with  what  the  problem  is  that  sunset  is  intended  to  solve  and 
work  back  from  there.  As  I  see  it,  essentially  the  goal  of  sunset  is 
to  get  Congress  to  do  more  and  better  oversight  in  a  way  that  first 
enables  the  executive  branch  to  carry  out  more  effectively  the 
intent  of  Congress,  and  second,  in  a  way  that  enables  Congress  to 
write  better  laws,  to  give  us  better  public  policies. 

Sunset  is  basically  a  universal  action-forcing  mechanism  to 
achieve  this  broad  goal.  It  is  a  structural  solution  and  an  immedi- 
ate question  that  needs  to  be  asked  is:  Is  this  a  structural  problem? 
I  don't  think  it  is.  Partly  perhaps,  but  largely  I  think  not. 

There  is  no  question  that  structural  devices  can  be  useful  to 
overcome  a  natural  congressional  inertia  that  exists  in  many  areas 
or  to  force  a  fragmented  institution  that  pays  a  little  bit  of  atten- 
tion to  a  lot  of  things  to  put  something  on  the  agenda.  But  I  see  the 
problem  of  oversight  as  being  something  that  is  largely  psychologi- 
cal, attitudinal,  motivational,  if  you  will.  Congress  doesn't  do  more 
or  better  oversight  because  it  doesn't  want  to.  The  incentives  aren't 
there,  political  or  otherwise.  And  particularly  in  a  Congress  that  I 
see  as  tremendously  overworked  now,  and  drawn  in  a  number  of 
directions  at  once,  the  incentives  for  doing  oversight  are  being  even 
more  limited.  Members  can  find  other  things  to  do  which  bring  far 
greater  political  and  personal  rewards. 

Now,  that  is  not  to  say  that:  structural  devices  cannot  effect 
incentives.  For  example,  think  about  the  notion  of  giving  a 
$100,000  bonus  to  the  subcommittee  chairman  who  turns  in  the 
best  comprehensive  review  of  a  program  in  1979.  You  will  get  an 
awful  lot  of  oversight  and  probably  very  good  oversight. 

Now,  I  say  that  somewhat  facetiously  and  I  might  add  that  I 
have  looked  in  the  real  estate  ads  in  Washington  over  the  week- 
end, after  I  have  written  this  statement.  I  might  change  that  to 
$200,000  to  provide  some  substantial  incentive. 

But  I  think  that  it  is  useful  to  think  in  those  terms  and  go  back 
and  look  at  what  might  change  the  incentives  for  Members  of 
Congress.  In  doing  that,  I  think  we  might  look  at  other  approaches. 

I  am  not  sure  exactly  what  will  work  but  I  would  urge  the 
subcommittee  to  give  some  attention  to  things.  For  example,  it 
might  be  possible  to  build  into  the  legislative  appropriations  for 
subcommittees,  along  the  way,  various  incentives  in  terms  of  more 
staff  and  greater  latitude  for  those  units  which  do  produce  good 
comprehensive  oversight  of  particular  programs.  And  if  you  give 
people  incentives  along  those  lines,  or  perhaps  using  the  private 
sector  or  maybe  even  through  Congress,  develop  some  other  ways 
of  recognizing  individuals,  give  them  some  political  credit  for  doing 
oversight,  then  we  might  get  change  in  this  process. 

Now,  before  we  turn  to  the  workload  question,  let  me  raise  one 
other  area  here  that  has  troubled  me  a  bit. 

Most  proposals  that  we  have  for  comprehensive  review  of  this 
type  channel  the  program  reviews  through  the  standing  congres- 
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sional  committees  that  have  jurisdiction  over  them.  I  am  not  sure 
that  is  avoidable  in  any  way,  if  program  review  is  done  by  Con- 
gress, and  inside  Congress,  and,  of  course,  there  are  disadvantages 
to  going  either  outside  the  relevant  committees  inside  Congress  or 
turning  to  the  agencies  that  have  jurisdiction  over  the  programs,  or 
turning  perhaps  to  outside  consultants. 

Nevertheless,  it  clearly  limits  the  overall  effectiveness  of  the 
approach.  Committees  are  not  entirely  the  "little  legislatures"  they 
were  called  or  intended  to  be.  They  are  not  representative  com- 
pletely of  the  institutions  as  a  whole,  I  think  largely  through  the 
natural  process  of  selection  of  members  on  the  particular  commit- 
tees. Too  often  they  tend  to  overrepresent  the  interests  which  they 
oversee  and  overprotect  the  programs  within  their  boundaries. 

I  am  not  sure  that  there  is  a  real  solution  to  this  problem  short 
of  major  overhaul  of  the  entire  committee  system,  which  might 
create  broader  committees  which  are  more  representative  of  the 
institution  as  a  whole.  But  I  think  it  is  something  to  which  you 
have  to  give  your  attention.  If  we  are  really  going  to  get  a  close 
review  of  particular  programs,  I  am  not  sure  that  it  can  occur 
overall  in  every  instance  and  perhaps  not  in  the  major  instances, 
in  committees  which  have  tended  to  write  those  programs,  which 
have  tended  to  be  responsive  to  the  interests  that  benefit  from 
those  programs  and  which  will  tend,  I  suspect,  to  be  rather  protec- 
tive of  their  programs. 

Well,  that  is  something  I  think  should  be  considered  again  both 
here  and  in  the  Select  Committee  on  Committees. 

In  another  sense  I  am  equally  troubled  by  the  workload  problem. 
Over  the  last  several  years  I  have  seen  Congress  dramatically 
increase  its  workload.  When  I  take  my  students  up  to  Capitol  Hill 
to  show  them  the  House  of  Representatives  at  work,  these  days  I^. 
do  two  things. 

First,  I  take  them  to  the  horseshoe  entrance  of  the  Rayburn 
Building,  which  is  a  terrific  vantage  point  because  it  is  right  across 
from  the  Commerce  Committee  hearing  room  and  the  Government 
Operations  Committee  is  right  around  the  corner  and  there  is  a 
substantial  overlap  on  those  committees,  and  they  are  both  active. 

During  a  typical  morning  when  the  House  is  in  session  you  will 
see  within  5  minutes  of  standing  by  the  guard  desk  three  Members 
of  Congress  come  scurrying  into  the  Commerce  Committee  hearing 
room  and  10  minutes  later  go  running  around  the  corner  to  a 
Government  Operations  Subcommittee  meeting  at  the  same  time, 
and  go  down  the  hall  to  another  subcommittee,  then  the  bells  will 
ring  and  everybody  will  trek  off  to  the  floor. 

I  then  take  my  students  down  to  the  subway  entrance  from  the 
Rayburn  Building  that  goes  over  to  the  Capitol  and  with  about  a 
minute  and  a  half  left  on  the  clock,  in  a  vote,  the  more  sadistic 
ones  are  amused  to  see  red  faced  Members  of  Congress  huffing  and 
puffing  to  get  down  there  in  time  to  get  to  the  votes  and  then  run 
back. 

We  know  that  the  number  of  rollcall  votes  in  the  House  has 
quadrupled  pretty  much  within  the  last  decade.  The  number  of 
hearings  has  increased  dramatically.  The  number  of  hours  spent  in 
session,  the  fragmentation  that  exists  inside  Congress,  the  amount 
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of  activity  overall — I  certainly  haven't  seen  anybody  in  the  society 
that  works  harder  than  Members  of  Congress,  on  more  things. 

I  am  not  sure  whether  all  of  these  things  have  to  be  done,  and  I 
am  not  sure  that  in  fact  more  attention  shouldn't  be  paid  to  the 
amount  of  overlap  that  occurs  in  congressional  work,  and  that 
some  attention  should  be  paid  simply  to  the  priority  setting  mecha- 
nisms that  exist — or  that  don't  exist — up  here  on  Capitol  Hill. 

But  under  circumstances  in  which  Congress,  as  I  see  it,  is  over- 
worked, and  fragmented,  the  additional  burden  of  work  that  would 
be  imposed  by  an  action  forcing  universal  mechanism  like  sunset  is 
something  that  disturbs  me  greatly. 

I  think  that  the  more  things  that  Congress  takes  on  to  do  the 
fewer  it  does  well.  And  we  may  well  see  ourselves  getting  more  and 
more  into  a  vicious  circle  where  Congress  takes  on  more  and  more 
responsibilities  and  passes  poorer  laws  as  a  result,  and  then  decides 
that  it  is  going  to  take  on  more  responsibility  to  try  to  improve  the 
quality  of  those  laws,  and  it  may  well  have  the  opposite  effect. 

There  is  also  no  question  in  my  mind  that  if  the  sunset  bill  as 
written  were  to  pass  it  would  require  a  great  addition  in  the  staff 
capabilities  that  exist  up  here  on  Capitol  Hill. 

I  am  not  one  who  believes  that  staff  are  unnecessary  for  Mem- 
bers of  Congress,  and  I  spend  a  good  deal  of  my  time  going  around 
defending  Congress  before  groups  that  are  very  hostile  toward  the 
institution.  But  I  am  afraid  that  there  will  come  a  point,  it  may 
have  already  been  reached,  when  a  tremendous  addition  in  staff  on 
Capitol  Hill  will  increase  the  workload  rather  than  ameliorate  it, 
and  I  suspect  that  sunset  might  be  the  force  that  would  push  us 
over  the  top  and  again  contribute  to  the  vicious  circle  that  I  have 
talked  about. 

I  might  make  just  one  other  point. 

I  am  afraid  of  sweeping  structural  proposals  that  at  least  in 
rhetoric  purport  to  be  panaceas  and  which  turn  out  to  be  substan- 
tially less  than  that.  I  think  that  that  ends  up  causing  even  more 
confusion  and  cynicism  in  the  American  public  and  tends  to  con- 
tribute to  the  lower  image  of  Congress  as  an  institution  than  we 
already  see. 

We  have  gone  through  an  unprecedented  period  of  reform  and 
change  up  here  on  Capitol  Hill  in  the  past  decade,  and  one  thing 
that  hasn't  changed  for  the  better,  at  least,  is  the  public's  rating  of 
Congress  as  an  institution.  It  is  going  down  hill  and  it  has  stayed 
at  a  low  level  and  I  think  part  of  that  is  because  people  have 
expected  reforms  to  bring  about  dramatic  changes  in  public  policy 
itself.  I  don't  think  reforms  have  done  that.  They  have  changed  the 
internal  dynamics  of  the  institution,  in  many  instances  for  the 
better,  but  as  one  who  has  studied  reform  for  some  period  of  time, 
as  one  who  has  actively  pushed  for  changes  in  these  institutions  for 
some  time,  there  is  one  thing  I  am  convinced  of,  and  that  is  the 
unintended  consequences  of  major  changes  in  political  institutions 
greatly  outweigh  the  intended  consequences.  I  suspect  the  sunset 
bill  that  is  before  you  would  fit  with  that  categorization,  and  I 
think  we  need  to  look  at  it  much  more  carefully,  and  I  commend 
this  subcommittee  for  not  going  along  with  a  trend  a  couple  of 
years  back  that  might  have  pushed  through  sunset  when  it  really 
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was  being  put  forward  as  the  greatest  thing  to  hit  the  political 
system  in  decades. 

The  bills  I  see  now  are  substantial  improvements  over  those  that 
were  originally  proposed,  and  in  part  it  is  certainly  due  to  the  work 
of  this  subcommittee. 

Well,  let  me  stop  there  and  I  welcome  your  questions. 

[Mr.  Ornstein's  prepared  statement  follows:] 
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STATEMENT  OF  PROFESSOR  NORMAN  J.  ORNSTEIN  BEFORE  THE  HOUSE 
RULES  SUBCOMMITTEE  ON  THE  LEGISLATIVE  PROCESS,  JULY  30,  1979 


Mr.  Chairman,  I  am  honored  to  be  testifying  before  this 
distinguished  subcommittee,  on  the  subject  of  program  review,  or 
"sunset"  provisions,  as  they  are  more  commonly  known.   I  would 
first  like  to  commend  this  subcommittee  for  its  long  and  thoughtful 
review  of  sunset  over  the  past  few  years.   This  subcommittee  has 
been  instrumental  in  preventing  the  quick  passage  of  a  sweeping 
reform  before  its  implications  and  unintended  consequences  were 
established  or  even  discussed.   Indeed,  it  is  a  testament  to  the 
work  of  this  subcommittee  and  its  chairman  that  the  specific  bills 
it  is  now  considering  are  far  different  from  the  early,  sweeping 
versions  of  sunset  which  ccime  before  the  Congress.   Many  of  the 
most  objectionable  features  of  the  initial  sunset  proposals  have 
been  eliminated  in  the  new,  improved  models.   Nevertheless,  problems 
remain,  and  I  am  not  yet  ready  to  embrace  the  comprehensive 
structural  approach  that  these  program  review  bills  suggest. 

I  will  not  take  your  time  with  a  litany  of  the  main  arguments 
against  a  sunset  law —  the  additional  workload  it  would  impose  on 
Congress,  in  its  committees  and  on  the  floor,  the  likely  scattershot 
approach  to  detailed  program  review,  and  so  forth —  because  you 
have  heard  them  many  times.   Let  me  instead  offer  a  few,  brief 
comments  about  reform  generally,  in  the  sunset  context. 

Too  often,  we  in  the  political  arena  tend  to  consider  reforms 
in  the  nature  of  solutions  looking  for  problems,  rather  than  the 
other  way  around.   In  many  respects,  I  think  the  debate  over  sunset 
reflects  this  attitude.   It  is  useful,  I  think,  to  go  back  to  what 
the  problem  is  that  sunset  is  intended  to  solve,  and  work  from 
there.   Essentially,  our  goal  is  to  get  Congress  to  do  more  and 
better  oversight,  in  a  way  that  enables  the  Executive  Branch  to 
carry  out  more  effectively  Congress'  intent,  arnd  in  a  way  that 
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enables  Congress  to  write  better  laws  to  bring  about  better  public 
policies.   Sunset  is  a  universal  action- forcing  mechanism  to  achieve 
this  broad  goal.   But  sunset,  in  its  various  forms,  is  a  structural 
solution.   An  immediate  question  that  needs  to  be  asked  is,  "Is 
the  problem  a  structural  one?" 

The  answer  to  the  question  is,  partly  yes  but  largely  no.  _', 
Certainly,  structural  devices  can  be  useful  to  overcome  natural 
congressional  inertia,  or  to  force  a  fragmented  Congress  which  pays 
a  little  bit  of  attention  to  a  lot  of  things  to  place  an  important 
item  on  its  agenda.   But  it  is  also  true  that  a  large  part  of 
the  problem  is  psychological,  attitudinal,  motivational.   Congress 
does  not  do  more  or  better  oversight  because  it  doesn't  want  to — 
the  incentives  are  not  there.   In  an  institution  where  demands 
are  many  and  time  and  resoxorces  are  scarce,  members  can  find  many 
other  things  to  do  which  bring  far  greater  political  and  personal 
rewards.   Now  structural  devices  can  affect  incentives —  give  a 
$100,000  bonus  to  the  subcommittee  chairman  who  turns  in  the  best 
comprehensive  review  of  a  program  in  1979,  and  you  will  get  more 
oversight —  but  I  do  not  see  any  sensitivity  at  all  to  the  incentive 
question  in  any  of  the  sunset  proposals  I  have  eQSQWntered. 

Let  me  raise  one  more  broad  point  with  regard  to  the  sunset 
proposals  you  have  considered  and  are  considering.  Virtually 
every  proposal  channels  the  program  reviews  through  the  standing 
congressional  committees  which  have  jurisdiction  over  them.   This 
may  be  unavoidable,  if  the  program  review  is  done  by  Congress, 
inside. Congress.   But  it  clearly  limits  the  overall  effectiveness 
of  the  approach.   As  we  all  know,  most  committees  are  not  entirely 
the  "little  legislatures"  they  have  been  called.   Committees  are 
not  entirely  representative  of  the  institution  as  a  whole.  More"  ] 
often,  they  overrepresent  the  interests  which  they  oversee,  and 
they  tend  to  overprotect  the  programs  within  their  boundaries. 
I  do  not  have  a  solution  for  this  problem,  short  of  a  major 
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overhaul  of  the  entire  committee  system,  but  it  is  a  problem  which 
this  subcommittee  must  take  into  consideration  in  its  deliberations. 

These  problems,  as  well  as  the  others  to  which  1  alluded  at 
the  beginning  of  my  statement,  make  me  dubious  as  to  the  real  or 
lasting  significance  of  the  sunset  proposals;  I  doubt,  if  passed, 
if  they  would  have  the  intended  consequences,  and  they  surely  would 
have  many  unintended  effects.   Therefore,  I  tend  to  favor  a  more 
narrow  and  limited  approach  to  the  problem.   One  thing  the  American 
public  does  not  need  is  the  passage  of  another  sweeping  structural 
panacea,  which  does  not  change  the  world  and  soon  breeds  even  more 
cynicism  and  despair  about  the  political  process. 

I  am  afraid  that  my  limited  notice  about  this  hearing  did 
not  leave  me  time  to  prepare  detailed  comments  on  specifics. 
I  hope  we  can  get  to. them  in  our  interchange.   I  welcome  your 
questions. 

Mr.  Long.  Thank  you  very  much,  Professor,  we  appreciate  your 
benefiting  us  with  your  experience. 

Going  back  to  your  point  about  the  use  of  tools  other  than 
hearings,  our  subcommittee  is  investigating  this  legislation  at  sev- 
eral levels. 

We  have  engaged  a  number  of  studies  by  staff  and  support 
agencies  to  try  to  look  at  what  some  of  the  side  effects  of  this 
legislation  might  be.  When  you  start  tinkering  with  an  institution 
like  Congress,  one  must  be  careful. 

We  hope  that  by  the  end  of  this  year,  we  will  know  a  great  deal 
more  about  this  process  and  its  effects  upon  the  institution,  than 
we  know  at  the  present  time. 

Mr.  Lott. 

Mr.  Lott.  No  questions. 

Mr.  Long.  Mr.  Derrick. 

Mr.  Derrick.  Yes,  sir,  I  want  to  thank  you  for  some  excellent 
testimony. 

You  say  in  your  testimony  that,  I  believe  the  words  were,  you 
favor  a  more  narrow  and  limited  approach.  Could  you  elaborate  on 
that  a  little  bit? 

Mr.  Ornstein.  Well,  I  think  that  what  the  subcommittee  ought 
to  consider  recommending  to  the  House  would  be  a  variety  of  pilot 
projects,  perhaps  picking  up  specific  programs  of  different  types 
and  looking  at  ways  in  which  they  might  increase  the  incentives  of 
Members  internally  to  do  something,  looking  at  a  review  that 
might  be  done  by  both  the  staff  inside  and  various  outside  groups, 
over  a  period  of  time,  to  see  what  might  work  before  taking  a 
broader  step. 
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I  might  note  that  I  am  much  less  hostile  to  your  sunrise  bill  than 
I  am  toward  sunset  overall,  but  I  am  still  wary  of  the  comprehen- 
sive approach,  not  so  much  because  of  what  you  want  that  bill  to 
do,  and  I  really  agree  wholeheartedly  that  an  awful  lot  of  legisla- 
tion comes  out  of  committees  without  people  having  thought 
through  systematically  what  the  legislation  is  supposed  to  do. 

I  am  not  convinced  that  requiring  goals  as  part  of  each  new  piece 
of  legislation  would  necessarily  do  it.  Again,  I  think  we  have  to  get 
back  to  motivation. 

One  other  thing,  I  really  do  favor  ending  permanent  authoriza- 
tions. That  is  one  area  where  a  limited  approach  might  be  taken 
and  bringing  more  things  at  least  under  the  purview  of  the  budget 
process  than  are  now,  but  I  think  that  is  about  as  far  as  I  would  go. 

Mr.  Derrick.  Would  it  be  possible  for  you  to  share  with  us  some 
specific  alternatives  that  you  might  have? 

Mr.  Ornstein.  Well,  I  think,  for  example,  that  the  subcommittee 
ought  to  consider  what  ways  might  exist  to  bring  into  the  legisla- 
tive authorization  and  appropriations  process  incentives  for  Mem- 
bers to  carry  out  oversight.  For  example,  find  some  mechanism  for 
reviewing  reviews,  which  one  could  do  in  a  number  of  ways  which 
might  either  give  more  staff  or  larger  budgets  for  committees  or 
subcommittees  that  do  oversight  that  is  comprehensive  and  good 
or,  on  the  other  hand,  might  deny  increases  in  staff  or  budgets  for 
those  committees  or  subcommittees  that  don't. 

Now,  I  suspect  that  that  is  going  to  meet  with  even  less  enthusi- 
asm on  the  part  of  your  colleagues  than  some  aspects  of  the  exist- 
ing comprehensive  legislation,  but  that  is  something  that  I  think 
might  be  considered. 

It  is  hard  for  me  to  get  down  to  real  specifics  in  this  case.  Let  me 
just  suggest  that  overall  I  favor  looking  at  this  from  another  point 
of  view,  and  I  think  what  has  to  be  done  is  take  a  look  at  Congress 
priority-setting  agenda  or  the  lack  of  an  agenda  that  might  set 
priorities  around  here,  and  begin  to  look  at  what  Members  do  and 
why  they  do  it  and  look  at  ways  in  which  you  can  convince  them  to 
do  things  that  should  be  done  that  aren't  being  done.  I  suspect  that 
working  with  the  Budget  Committee  and  subcommittees  one  way 
or  another  might  be  a  useful  approach. 

Mr.  Derrick.  Let  me  give  you  one  more  swing. 

Mr.  Ornstein.  OK. 

Mr.  Derrick.  Could  you  give  me  an  example  of  what  you  mean 
when  you  say  something  that  you  do  not  like.  I  understand  that 
you  don't  like  the  narrow  and  limited  approach.  But  could  you  give 
me  an  example  of  an  alternative  that  you  might  have  in  mind? 

Also,  you  mentioned  the  incentive  approach,  which  I  think  is 
interesting,  and  you  mention  the  $100,000,  which  is  interesting. 
But  would  you  mind  giving  me  an  example  of  what  you  mean  by 
additional  incentive? 

Mr.  Ornstein.  Well,  for  example,  let's  say  that  the  Rules  Com- 
mittee decided  that  it  was  going  to  give  an  award  to  the  subcom- 
mittee in  the  House  of  Representatives  which  carried  out  the  best 
comprehensive  review  of  a  program  in  a  given  year  and  was  able  to 
come  up  with  a  way  in  which  the  recipients  of  that  award  would  be 
recognized  by  his  colleagues,  by  the  public  press,  and  certainly  by 
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his  constituents,  as  one  who  had  done  something  that  was  very 
useful  in  the  poHcy  process.  That  is  one  example. 

Another  example  might  be  to  go  outside  Congress  and  see  if 
there  is  a  private  institution,  the  American  Society  for  Public 
Administration,  the  American  Political  Science  Association,  or 
somebody  else,  who  might  be  willing  to  act  as  an  outside  referee  for 
these  kinds  of  things. 

I  recall  talking  to  Jim  O'Hara,  a  former  distinguished  Member  of 
this  House,  who  at  one  point  along  the  way  decided  when  he  was 
still  in  this  body,  that  he  was  going  to  do  comprehensive  oversight 
on  various  provisions  of  maior  education  bills. 

He  brought  in  agency  officials  and  they  went  through  Congress' 
intent  and  what  HEW  had  done  to  carry  out  that  mtent  and  what 
had  been  accomplished,  and  put  out  press  releases  and  got  nothing, 
absolutely  nothing  for  it.  With  that  in  mind,  it  is  clear  that  sub- 
committees aren't  going  to  do  things  unless  they  get  credit  inside 
the  institution  or  some  degree  of  acknowledgment  outside  the  insti- 
tution. 

Mr.  Derrick.  I  think  you  are  thinking  of  the  Rockefeller  Founda- 
tion Award  for  Public  Administration. 

Mr.  Ornstein.  That  is  a  very  good  model.  I  think  Mr.  O'Hara  got 
publicity  once  when  he  looked  at  title  VII,  basically,  funding  for 
female  components  of  athletic  programs.  Then  he  made  the  front 
page  of  every  sports  section  in  the  country  and  that  was  one 
instance  in  which  he  had  gotten  some  attention.  His  efforts  had 
been  recognized  by  somebody  in  the  institution  or  outside  the  insti- 
tution. 

I  think  when  subcommittee  chairmen  sat  down  and  began  to  look 
at  their  own  priorities  and  what  they  might  do,  that  they  would 
think  about  doing  something  differently  from  what  they  do  now. 

Let  me  add  one  other  thing.  I  recall  when  the  Boiling  committee 
was  considering  its  comprehensive  review  of  the  House  committee 
system  back  in  1973  and  were  dealing  with  the  question  of  what  to 
do  about  oversight.  One  product  of  this  was  to  set  up  oversight 
subcommittees.  There  was  a  structural  solution  to  a  problem  which 
clearly  hasn't  worked  or  we  wouldn't  be  sitting  here  today.  But  I 
remember  that  John  Culver,  who  was  then  a  Member  of  this  body, 
and  who  is  now  a  Member  of  the  other  body,  became  almost 
apoplectic  with  anger  while  he  sat  and  tried  to  come  up  with  some 
structural  solutions  to  the  lack  of  oversight  in  the  House  while 
talking  to  a  panel  of  political  scientists. 

And  the  problem  is  that  the  structural  solutions,  at  least  within 
the  institution — setting  up  oversight  subcommittees,  mandating 
review  of  programs — just  don't  work  very  well  if  people  here  don't 
want  to  do  them.  They  have  got  many  other  things  to  do  with  their 
time. 

Let  me  add  one  other  thing  to  that.  Often  I  think  we  also  have  to 
look  at  what  we  mean  by  oversight.  I  am  afraid  that  where  we 
have  incentive  in  the  institution  now,  and  it  is  partly  the  problem 
with  what  gets  attention  in  the  mass  media,  it  is  not  real  oversight 
as  I  have  defined  it  or  you  would  define  it. 

Mr.  Ornstein.  It  is  not  looking  at  how  the  executive  branch  is 
carrying  out  Congress'  intent;  it  is  not  looking  at  whether  or  not 
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Congress  is  passing  policies  that  do  what  they  want  them  to  do  in 
an  efficient  and  effective  manner. 

Oftentimes  the  oversight  that  is  done  is  the  flashy  investigative 
types  of  things  that  uncover  that  Alexander  Haig,  when  he  was  the 
commander  of  NATO,  took  his  dog  on  military  transport  from 
Frankfurt  to  Stuttgart  and  didn't  pay  the  $45.62  that  he  should 
have. 

That  particular  fact,  which  was  uncovered  by  a  Member  of  the 
House  a  few  years  back,  made  the  evening  news  shows,  on  all  three 
networks,  and  made  the  front  page  of  the  Washington  Post  and  the 
New  York  Times. 

There  are  incentives  to  look  at  malfeasance,  misfeasance,  and 
nonfeasance  in  the  executive  branch  and  also  inside  Congress,  but 
not  very  many  to  look  at  whether  or  not  the  various  titles  of  the 
Education  Act  are  being  carried  out  as  they  were  intended. 

Mr.  Derrick.  Thank  you  very  much. 

We  also  appreciate  your  kind  words  about  Mr.  Long. 

Mr.  Long.  Mr.  Beilenson? 

Mr.  Beilenson.  The  thing  that  bothered  me  about  General  Haig 
was  not  so  much  that  he  took  the  dog  to  Stuttgart  but  he  wouldn't 
come  up  for  the  SALT  II  thing.  He  wouldn't  come  up  with  it. 

I  liked  the  gentleman's  testimony,  because  I  agree  with  all  of  it. 

I  would  like  to  say,  as  well,  I  agree  with  your  suggestion  about 
trying  things  on  a  pilot-project  basis,  not  only  other  approaches  as 
I  think  you  perhaps  meant  to  say  or  did  in  fact  say,  but  I  have 
been  suggesting  too  as  well,  Mr.  Chairman,  that  if  in  fact  we  do 
undertake  to  pass  a  sunrise  or  sunset  bill  similar  to  some  degree  to 
the  ones  which  are  before  us,  that  we  would  be  wise  to  do  them  in 
a  very  limited  way  at  first,  again  on  a  pilot-project  basis  and  pick 
out  one  or  two  areas  with  two  or  three  specific  pieces  of  legislation, 
and  try  them  out  on  it. 

I  don't  see  the  sense  of  plunging  this  Congress  head  over  heels 
into  sunrise  or  sunset  with  respect  to  every  existing  piece  of  legisla- 
tion and  program  with  which  we  have  to  deal. 

I  think  we  would  be  very  wise  if  we  are  to  go  down  this  road  at 
all  to  go  down  it  very  cautiously,  and  I  see  no  reason  why  we 
shouldn't  pinpoint  a  couple  of  areas  and  try  it  out  for  a  year  or  two 
or  a  session  or  two  first. 

If  it  works  and  seems  useful  we  can  expand  it  and  go  to  every- 
thing. 

I  really  don't  see  the  sense  of  going  to  everj^hing  immediately 
under  any  or  all  of  these  approaches  without  having  tried  it  out  on 
some  sort  of  limited  basis  first.  And  I  would  strongly  suggest,  Mr. 
Chairman,  when  the  time  comes  to  make  up  our  minds  about  some 
bill,  that  we  seriously  consider  doing  something  on  a  very  limited 
basis  at  the  outset  and  try  it  out  before  we  involve  ourselves  in 
what  some  of  us  suspect  will  be  an  incredible  amount  of  work  and 
the  payoff  of  which  may  not  be  all  that  incredible. 

Thank  you. 

Mr.  Long.  Thank  you.  One  more  question. 

Some  people  argue  that  the  sunset  legislation  would  increase  the 
President's  power  by  allowing  him  to  terminate  programs  by  veto- 
ing sunset  reauthorizations. 
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Have  you  given  that  matter  any  thought?  Would  this  be  the 
death  of  many  worthwhile  programs  that  have  come  into  being  as 
a  result  of  demonstrated  need  but  are  just  no  longer  on  the  front 
pages  of  the  papers?  They're  still  necessary  programs  on  which 
people  rely,  but  are  reported  only  on  page  22,  fourth  column? 

Mr.  Ornstein.  There  are  a  couple  of  things  that  I  might  say  on 
that,  Mr.  Chairman. 

One  is  that  one  should  not  consider  comprehensive  programs  like 
this  without  thinking  about  the  political  realities  and  looking  to 
the  future,  and  each  Member  should  think  about  a  President  whom 
he  would  find  particularly  obnoxious  in  terms  of  his  attitudes  and 
priorities  and  perhaps  actions,  and  think  about  what  that  Presi- 
dent might  do,  if  he  had  a  proposal  like  this  to  work  with. 

But,  second,  I  think  even  that  would  be  limited  to  some  extent, 
because  most  major  agencies  or  programs  that  exist  don't  exist 
simply  in  a  single  program  form. 

Over  a  period  of  a  couple  of  years,  at  least,  they  spread  out  all 
over  the  place,  and  assistant  secretaries  or  political  appointees  or 
others  that  are  transferred  to  particular  places  might  show  up  in 
100  different  pieces  of  legislation  or  programs.  Doing  away  for 
example  with  OSHA,  even  if  one  might  think  that  desirable,  would 
not  do  away  with  the  Director  of  OSHA  or  the  Assistant  Secretary 
of  Labor  who  deals  with  that  particular  program. 

There  are  undoubtedly  dozens  of  other  programs  that  would 
continue  in  existence,  and  you  would  end  up  with  a  shell  that 
might  have  a  great  deal  of  what  is  left  with  simply  some  of  the 
guts  taken  out. 

Mr.  Long.  Thank  you  very  much,  Professor.  We  appreciate  the 
benefit  of  your  thoughts  in  these  matters. 

Your  complete  statement  is  a  part  of  the  record. 

Mr.  Ornstein.  Thank  you. 

Mr.  Long.  Our  next  witness  is  Prof.  Michael  Boskin  of  the  De- 
partment of  Economics  at  Stanford  University. 

We  had  hoped  to  arrange  for  Professor  Boskin,  who  is  an  expert 
in  public  finance  and  taxation,  to  testify  at  our  previous  hearing  on 
tax  expenditures  but  he  was  unable  to  appear  at  that  time. 

We  are  happy  to  receive  your  testimony  today,  and  we  are  glad 
you  came. 

STATEMENT  OF  MICHAEL  BOSKIN,  PROFESSOR  OF 
ECONOMICS,  STANFORD  UNIVERSITY 

Mr.  Boskin.  Thank  you,  Mr.  Chairman. 

As  an  aside  I  might  say  that  my  first  reaction  to  sunset  legisla- 
tion was  what  a  boon  this  would  be  for  me  as  a  professor  of 
economics,  because  there  would  be  a  tremendous  increase  in 
demand  for  the  services  of  my  students,  current  and  former,  and  I 
guess  for  myself  as  a  consultant. 

My  consulting  rate  would  probably  double,  and  I  would  have  no 
problem  in  getting  all  of  my  students  jobs  in  Congress,  Government 
agencies  designed  to  deal  with  the  reauthorization  and  the  particu- 
lar programs  and  the  like. 

There  has  been  a  tremendous  growth  in  enrollments  in  econom- 
ics courses.  I  would  personally  have  much  to  gain  from  such  legis- 
lation. 
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I  agree  with  much  of  what  has  been  said  about  the  tremendous 
increase  in  workload  that  would  accompany  sunset  legislation. 

I  would  like  to  make  two  particular  comments  about  that  and 
proceed  to  some  general  comments  about  some  incentives  created 
by  the  legislation  which  I  think  are  unintended  and  create  some 
adverse  consequences. 

The  first  is  that  experience  indicates  in  the  public  sector  that 
when  you  try  to  cast  an  umbrella  over  activities,  there  are  always 
loopholes  and  those  loopholes  grow. 

We  try  and  continue  to  try  with  the  Budget  Reform  Act  and 
others  to  bring  some  better  control  to  the  Federal  budget,  yet  the 
growth  of  off-budget  items  since  1974  has  been  enormous. 

I  would  suggest  the  same  thing  would  likely  accompany  any 
balanced  budget  or  spending  limit  proposal.  You  have  the  same 
kinds  of  problems. 

With  sunset  legislation  there  would  be  a  tremendous  incentive  to 
expand  programs  or  develop  programs  to  be  exempted  in  some  way, 
for  example,  mandated  private  activity  outside  the  current  regula- 
tory process  as  a  substitute  for  direct  spending. 

I  very  much  fear  that  that  would  be  the  eventual  consequence  of 
such  legislation. 

It  is  hard  to  argue  with  the  general  idea  of  reassessment  or 
periodic  review  of  Government  programs  and  oversight  of  the 
budgets. 

I  personally  think  that  is  highly  desirable  and  also  think  that 
Congress,  given  its  scarce  resources  in  terms  of  its  time  and  its 
budget  and  given  the  scarce  resources  provided  it  in  the  informa- 
tion it  obtains  not  only  from  the  Congressional  Budget  Office  but 
from  other  agencies,  does  a  rather  decent  job  of  overseeing  many 
Government  programs  and  many  tax  provisions. 

Some  of  these  programs  and  provisions  are  not  changed  precisely 
because  they  serve  well-defined  social  needs.  Others  are  not 
changed  because  so  much  pressure  is  brought  to  bear  whenever  a 
particular  program  is  suggested  as  a  candidate  for  abolition,  that 
even  such  powerful  Congressmen  as  Congressman  Mills  and  Sena- 
tor Mansfield  couldn't  take  the  heat,  for  example,  for  social  secu- 
rity changes. 

That  does  not  obviate  the  need  for  the  continual  process  of 
review,  such  as  goes  on  at  the  agency  level,  the  Appropriations 
Committee,  and  a  variety  of  other  places. 

In  an  economy  that  is  changing  as  rapidly  as  ours,  the  benefits 
and  costs  of  different  programs  change  rapidly.  The  rapidly  chang- 
ing structure  of  the  population  suggests  that  social  programs  aimed 
at  particular  age  groups  may  need  to  be  expanded  or  contracted  as 
they  become  less  or  more  cost-efficient. 

The  same  thing  is  true  of  a  lot  of  other  rapid  changes  in  our 
economy:  inflation,  the  rapid  change  in  the  price  of  energy,  and  all 
of  that. 

In  addition,  since  enactment  of  the  program,  we  have  gained 
some  experience  and  substantial  information  on  the  economic  and 
social  effects  of  the  program.  Some  may  have  done  better  and  some 
worse  than  prospectively  forecasted,  so  I  think  that  there  is  obvi- 
ously general  agreement  that  periodic  and  as  extensive  a  review  as 
possible,  given  the  scarce  resources  of  the  Congress,  is  desirable. 
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The  problem  is  those  resources  are  scarce,  and  I  want  to  come 
back  to  that  in  a  moment. 

The  first  implication  of  a  bill  like  H.R.  2  would  be  to  require  a 
drastic  expansion  of  the  ability  of  Congress  to  generate  and  dis- 
seminate information,  and  whether  that  would  be  done  by  increas- 
ing personnel  and  staffs,  hiring  outside  consultants,  a  rapidly  and 
greatly  expanded  role  for  the  Congressional  Budget  Office,  and/or 
more  overwork  for  Congressmen,  it  is  difficult  to  say. 

Some  of  those  things  will  be  generated. 

It  is  not  only  information  that  needs  to  be  generated,  but  we 
need  certainly  to  improve  the  techniques  used  to  generate  that 
information,  and  obviously  need  increased  evaluation  budgets  for 
many  programs  and  many  agencies. 

There  already  are  major  problems  with  some  of  the  information 
inputed  to  Congress,  this  committee  and  others,  in  evaluating  Gov- 
ernment programs,  a  point  I  will  return  to  in  a  second. 

What  I  mostly  want  to  focus  on  today  is  a  second  kind  of  cost, 
not  just  the  cost  of  the  extra  personnel  and  administration  in- 
volved in  trying  to  deal  with  periodic  reauthorization.  That  is  the 
enormous  cost  incurred  by  the  increased  uncertainty  which  sunset 
legislation  would  engender  regarding  the  continuation  of  many 
Government  programs. 

I  am  the  last  person  to  argue  that  every  Government  program 
should  continue  ad  infinitum  as  currently  legislated.  There  are 
substantial  areas  where  I  would  like  to  see  cuts.  There  are  some 
that  I  would  like  to  see  expanded,  and  others  may  have  their  own 
pet  projects. 

What  I  think  is  absolutely  clear  is  that  inclusion  of  large  spend- 
ing programs  and  the  inclusion  of  a  variety  of  types  of  tax  expendi- 
tures which  affect  long-term  economic  decisions  such  as  buying  a 
home,  considering  the  deductibility  of  mortgage  interest,  the  in- 
vestment tax  credit,  depreciation  allowances  for  long-term  business 
investments,  a  variety  of  those  types  of  decisions  such  as  the  chari- 
table bequest  deduction  in  the  estate  tax,  for  example,  are  likely  to 
add  enormous  burdens  to  the  uncertainty  of  the  individuals  and 
firms  in  our  economy  in  trying  to  plan  such  behavior. 

Would  any  of  you  members  of  this  committee  alter  your  decision 
about  whether  to  buy  one  of  those  $200,000  homes  in  Washington 
this  next  year  if  you  didn't  know  next  year  whether  the  interest 
deductibility  of  mortgages  would  be  continued? 

What  firms  would  engage  in  a  rapid  expansion  of  their  plant  and 
equipment  not  knowing  if  the  investment  tax  credit  would  be  con- 
tinued next  year? 

Indeed,  one  could  see  that  in  the  extreme,  we  might  even  induce 
many  business  cycles  in  this  way;  that  is,  as  the  reauthorization  of 
the  investment  tax  credit  came  up,  firms  would  hold  off,  waiting  to 
see  if  it  was  going  to  be  reinstituted. 

Mr.  Long.  That  has  happened  to  some  degree  with  the  lapse  and 
reinstitution  of  tax  expenditures  over  the  last  few  years,  has  it  not? 

Mr.  BosKiN.  I  think  it  certainly  has  and  has  become  a  general 
feature  of  economic  policy  at  the  Federal  level.  For  the  private 
sector,  the  added  cost  of  uncertainty  in  trying  to  deal  with  or 
outguess  what  the  Government  is  going  to  do  in  an  area  or  getting 
involved  in  the  designing  of  a  plant,  not  only  having  to  deal  with 
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current  Government  agencies  now  but  a  variety  of  potential  future 
regulations,  as  in  health,  safety,  et  cetera,  is  enormous. 

Trying  to  guess  what  those  regulations  will  be  before  the  plants 
finished  6  years  down  the  road  has  added  an  enormous  cost  to 
private  activity,  a  cost  that  could  be  seen  as  quite  analogous  to  a 
tax. 

When  the  Government  mandates  that  pollution  or  safety  control 
equipment  be  put  on  automobiles,  however  much  the  benefits  of 
that  may  or  may  not  exceed  the  cost,  it  is  very  much  like  levying  a 
tax,  an  exise  tax  on  automobiles. 

The  Government  would  then  pay  companies  to  install  those  de- 
vices in  automobiles,  and  what  happens  is  it  shows  up  in  our 
conventional  accounting  procedures  as  gross  auto  sales  to  the 
public  sector.  That  is  another  example  of  what  I  mean  by  slipping 
through  these  loophole  things  that  would  wind  up  not  being  subject 
to  sunset  legislation  or  Government  spending,  redefined  or  rechan- 
neled  into  private  activity.  The  cost  of  this  uncertainty  is  extreme 
and  this  is  clear  from  looking,  for  example,  at  differential  interest 
rates  that  have  to  be  paid  by  borrowers  with  different  credit  rat- 
ings, for  example,  on  different  classifications  of  bonds,  so  it's  clear 
that  there  is  a  tremendous  additional  cost  in  uncertainty. 

This  tjrpe  of  legislation  would  add  substantially  to  that  uncer- 
tainty. 

Second,  I  think  it  is  clear  in  our  current  tax  laws  and  spending 
programs  that  there  is  substantial  focus  paid  to  mitigating  the 
costs  of  such  uncertainty. 

If  we  focus  on  the  tax  laws,  income  averaging,  casualty  loss 
provisions,  capital  gains  loss  offset  provisions  are  ample  testimony 
to  the  fact  that  the  overwhelming  bulk  of  the  population  and 
certainly  the  Congress  feels  we  ought  to  have  some  provisions  for 
insulating  the  population  from  rapid  windfall  gains  and  losses. 

As  private  individuals  and  firms  are  accustomed  to  and  adopt  to 
the  current  set  of  prices,  and  expected  rates  of  return,  if  we  change 
any  of  them  drastically  and/or  rapidly,  we  run  the  risk  of  creating 
substantial  windfall  gains  and  losses,  and  that  is  why  you  have 
this,  as  Congressman  Nelson  testified  earlier — you  have  the  regu- 
lated industries  testifying  for  continuation  of  regulatory  practices 
because  they  see  that  as  some  area  of  stability,  and  they  fear 
dramatic  windfall  gains  and  losses  if  there  is  some  rapid  deregula- 
tion. 

One  principle  one  should  adopt  is  recognizing  the  enormous  dis- 
ruption of  private  activity  that  such  legislation  could  in  the  short 
term  create.  H.R.  2  includes  a  variety  of  things  and  excludes  a 
variety  of  things. 

It  includes  a  variety  of  so-called  tax  expenditures  and  a  variety 
of  regulatory  reforms  of  regulatory  agencies,  along  with  general 
Government  spending.  I  think  it  would  be  a  tragic  mistake  to 
include  tax  expenditures  as  currently  mandated,  estimated  and 
legislated  into  any  further  legislation  than  already  exists. 

I  think  the  specific  form  of  the  tax  expenditure  budget  now  used 
and  the  estimates  that  are  based  thereon  are  seriously  misleading 
for  at  least  three  reasons. 

The  first  is  that  the  current  tax  expenditure  budget  assumes  a 
particular  type  of  tax  basis  is  desirable,  so-called  normal  tax  base 
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which,  roughly  speaking,  is  a  tax  on  market  sector  income  rather 
broadly  construed. 

That  is  not  the  professional  opinion  of  leading  tax  economists 
and  lawyers  of  what  I  might  call  the  younger  generation,  say  under 
the  age  of  40,  who  are  increasingly  coming  around  to  the  view  that 
an  expenditure  or  personal  consumption  tax  would  be  preferable  to 
a  tax  on  income,  that  is,  we  ought  to  move  to  reinstitute  some 
incentives  to  save  and  eliminate  the  double  taxation  on  income 
earned  and  saved  its  subsequent  interest  return. 

If  you  think  any  other  tax  basis  is  desirable,  then  the  current  tax 
expenditure  items  which  amount  to  billions  of  dollars  may  actually 
be  billions  of  dollars  of  negative  tax  expenditures. 

The  expensing  of  capital,  or  immediate  writeoff  of  investments 
renders  so-called  accelerated  depreciation  under  an  income  tax, 
really  decelerated  depreciation  under  consumption  taxes. 

Many  other  examples  could  be  given,  and  it  is  not  my  purpose  to 
argue  what  the  appropriate  tax  base  ought  to  be.  It  would  enshrine 
the  particular  base  that  the  promulgators  of  the  tax-expenditure 
budget  had  in  mind  further  in  the  law  if  we  mandated  sunset 
legislation  to  the  current  tax-expenditure  budget. 

The  second  is  that  the  current  numbers  presented  as  estimates  of 
tax  expenditures  are  not  to  my  knowledge  the  answer  to  any 
question  which  anyone  would  pose;  that  is,  I  cannot  give  an  intelli- 
gent question  to  which  these  numbers  are  an  answer. 

The  revenue  lost  or  the  tax  expenditures  are  estimated  with 
respect  to  the  mortgage  interest  deduction,  charitable  bequest  de- 
duction, failure  to  tax  social  security  benefits,  et  cetera,  but  I 
cannot  define  a  scenario  that  would  generate  the  numbers  current- 
ly estimated. 

All  economic  behavior  is  assumed  away  with  those  estimates. 

We  know  that  the  tax  deductibility  of  mortgage  interest  lowers 
the  cost  of  owning  a  home  to  an  individual.  We  know  the  charita- 
ble deduction  lowers  the  cost  of  donating  part  of  one's  estate  to 
charity. 

The  investment  tax  credit  lowers  the  cost  of  capital  but  the 
current  tax  budget  ignores  all  of  that  and  estimates  the  revenue 
lost  on  the  assumption  that  there  would  not  be  any  change  in 
economic  activity  because  of  these  rate  of  return  effects. 

The  closest  one  can  come  to  defining  current  tax  expenditures  is 
to  say  that,  it  asks  the  question,  suppose  we  retroactively  for  1  year 
only  abolish  that  particular  item,  kept  it  in  the  law  from  now  on, 
but  said  to  the  taxpayers,  well,  we  decided  in  1978  the  mortgage 
interest  deduction  was  going  to  be  eliminated,  so  we  now  send  you 
a  bill. 

The  Treasury  would  gain  all  that  revenue,  and  we  also  assume 
that  the  decrease  in  the  wealth  of  the  private  sector  of  the  econo- 
my now  paying  this  tax  bill  wouldn't  affect  their  behavior  in  any 
way. 

I  think  you  clearly  see  that  those  are  nontenable  positions,  so  I 
would  not  like  to  enshrine  either  the  current  estimates  or  the 
current  concept  of  the  tax  expenditure  budget  in  law. 

Doing  things  to  the  tax  system  is  an  alternative  to  doing  things 
to  the  direct  spending  mechanism.  But  the  analogy  is  rough  and 
incomplete. 
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Finally,  I  might  say,  there  are  a  couple  of  other  items  which  are 
included  or  excluded  that  deserve  mention  in  talking  about  sunset 
legislation  and  budgetary  reform  in  general. 

First  of  all,  the  major  spending  program,  in  most  urgent  need  of 
reconsideration  is  social  security. 

Now,  I  perfectly  well  understand  that  any  time  there  is  some 
publicity  that  Congress  is  reconsidering  doing  something  about 
social  security,  32  million  Americans  receiving  those  benefits  get 
very  nervous.  Millions  of  taxpayers  get  very  excited,  and  the  like. 

There  is  a  long-term  deficit  in  social  security  on  the  order  of 
three-quarters  of  a  trillion  dollars,  and  if  we  are  going  to  wait  and 
wait  until  the  baby-boom  people  retire  early  in  the  next  century  we 
are  going  to  be  faced  with  the  awkward  prospect  of  a  drastic 
reduction  in  benefits  or  a  peacetime  tax  increase  four  or  five  times 
larger  than  that  passed  in  1977  amendments,  and  there  will  be  a 
social  upheaval  so  I  guess  because  of  the  experience  of  Senator 
Mansfield  and  Congressman  Mills,  social  security  is  excluded  form 
legislation  such  as  H.R.  2. 

Dealing  with  a  variety  of  small  Government  agencies  that  over- 
see particular  items  would  not  nearly  be  so  important  as  any 
substantial  review  of  the  social  security  system,  £ind  even  a  minor 
reform  of  that  $120  billion  a  year  system  would  dwarf  the  economic 
effects  of  other  programs. 

Related  to  that  is  the  fact  that  with  separate  trust  funds  and  a 
lack  of  separate  capital  accounts  in  the  budget,  it  becomes  particu- 
lary  difficult  to  evaluate  tax  and  spending  programs. 

I  think  it's  very,  very  important  when  we  are  starting  to  deal 
with  budgetary  process  done  annually  and  long-term  private  deci- 
sions and  the  planning  by  Government  agencies  of  long-term  in- 
vestments, whether  that  is  building  a  new  building  for  the  Con- 
gress or  investing  in  a  particular  type  of  weapon  for  the  Defense 
Department  or  whether  that  is  investing  in  computerization  of 
social  services,  we  really  need  to  move  toward  a  separate  capital 
account  to  give  some  cohesion  to  the  notion  of  whether  the  budget 
is  in  balance,  what  it  is  being  spent  for,  how,  and  the  like. 

Obviously,  we  all  favor  careful  review  to  the  extent  possible,  not 
only  of  Government-spending  programs,  tax  provisions  and  regula- 
tory agencies,  but  I  would  add  to  that  monetary  and  debt  policy 
and  intergovernmental  fiscal  relations  as  well. 

The  second  thing  is  that  sunset  legislation,  I  think,  would  inordi- 
nately add  to  two  types  of  costs.  One  is  the  workload  not  only  on 
the  Congress,  which  would  be  extreme,  but  also  on  agencies  who 
are  going  to  be  required  to  provide  information  to  Congress  and, 
second  and  much  more  important,  in  the  total  cost  to  the  economy, 
I  believe,  is  the  enormous  uncertainty  in  private  economic  decision- 
making that  such  legislation  would  engender. 

The  third  thing  I  want  to  say  is  I  don't  want  to  throw  away  an 
opportunity  at  a  time  when  an  increasing  fraction  of  the  popula- 
tion are  concerned  about  Government  spending,  and  the  size  of  the 
Government  sector  and  tax  system  and  things  of  that  sort,  to  do 
something  about  them. 

I  really  do  favor  the  general  notion  of  trying  to  move  toward  a 
pilot  program  or  some  system  that  has  been  discussed  before  by 
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taking  a  few  programs  at  a  time  to  see  what  kinds  of  procedures 
could  be  done  to  deal  with  them  in  a  more  systematic  review. 

In  recent  years  tax  reductions  have  been  partial  rebates  of  the 
automatic  tax  increases  accruing  because  of  inflation,  but  at  that 
time  the  Ways  and  Mesuis  Committee  and  the  Finance  Committee 
in  the  House  and  Senate  does  review  a  variety  of  other  features, 
and  it  is  certainly  the  case  that  often  in  conjunction  with  tax  rate 
changes  we  get  some  periodic  review  of  other  types  of  programs. 

How  to  improve  that,  provide  incentives  for  very  busy  Congress- 
men and  their  staffs,  I  really  am  not  an  expert  on  this.  I  just  think 
that  sunset  legislation  really  would  do  more  harm  than  good  in 
this  regard. 

While  it  would  force  periodic  review,  what  would  happen,  I 
think,  is  that  it  would  be  an  added  uncertainty,  and  result  often  in 
pro  forma  re-enactment  of  the  majority  of  Government  spending 
program  and  tax  provisions  because  of  the  enomority  of  the  prol> 
lems  of  dealing  with  even  a  few  major  ones. 

Mr.  Long.  Thank  you  very  much.  Professor. 

Your  complete  statement  will  be  made  a  part  of  the  record. 

[Mr.  Boskin's  prepared  statement  follows:] 


48-071    0-80-51 


794 
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Ky  name  is  Michael  J.  Boskin.     I  am  Professor  of  Economics  at 
Stanford  University,  Stanford,  California.     I  am  here  to  testify  on 
H.R.  2,  the  so-called  "Sunset  Legislation"  bill.     I  am  here  as  a 
private  individual. 

1.  Introduction 

The  general   idea  of  reassessment  or  periodic  review  of  government 
programs,  both  on  the  spending  and  tax  side  of  the  budget,  is  certainly 
a  worthwhile  goal. when  considered  purely  in  the  abstract.     I  would  include 
the  desirability  of  periodic  reappraisal  of  monetary  policy,  debt  issue 
policy,  intergovernmental   fiscal   relations,  regulatory  activity,  and 
mandated  private  activity,  as  well  as  government  spending  programs  not 
currently  Included  in  the  federal   budget.     H.R.  2  addresses  most  of  these 
matters.     It  is  clear  that  periodic  reassessment  is  desirable  since  programs 
enacted  many  years  ago  may  have  become  either  obsolete  or  more  deserving  of 
expansion.     In  an  economy  that  has  changed  as  rapidly  in  recent  years  as 
the  U.S.   economy,  the  benefits  and  costs  of  specific  programs  and  policies 
may  have  changed  markedly.     For  example,  the  rapidly  changing  age  structure 
of  the  population  may  have  Important  consequences  on  the  net  benefits  of 
programs  designed  to  provide  support  or  assistance  to  different  age  groups 
In  our  population.     Rapidly  changing  relative  prices,  such  as  those  for 
energy,  may  have  made  some  types  of  projects  and  programs  less  cost-efficient 
and  others  more  desirable,  even  urgent.     All  this,  of  course,  presumes  that 
each  of  these  programs  had  benefits  which  exceeded  their  costs  when  originally 
enacted.  *  | 

Since  the  enactment  of  programs  or  policies,  we  also  may  have  accumu- 
lated substantial  experience  with  their  administration  and  substantial   informa- 
tion on  their  economic  and  social  effects;  some  may  have  done  better  than 
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forecasted  prospectively;  others  worse.     Some  may  need  to  be  extended;  others, 
contracted  or  eliminated.     New  programs  may  be  desirable  in  a  variety  of  areas. 
Hence,  the  general  principle  of  continual   review  is  highly  worthv/hile.     Indeed, 
much  such  review  already  takes  place  at  the  agency  level  and  at  the  committee 
level. 

Clearly,  however,  H.R.  2  is  designed  to  require  more  substantial 
documentation,  information,  and  justification.     While  all   these  are  v/orthy 
goals,  they  obviously  do  not  come  without  a  cost.     For  example,  the  Congress 
itself  must  improve  its  capacity  to  absorb  ever-increasing  amounts  of  informa- 
tion.    The  agencies  must  improve  their  capacity  to  generate  these  data.     This 
will   require  not  only  increased,  on  average,  personnel,  but  also  research 
into  techniques  to  generate  and  improve  such  information;  and,  perhaps, 
increased  evaluation  budgets  for  many  programs. 

There  is  a  second  kind  of  cost,  which  I  believe  to  be  enormous,     . 
which  the  type  of  legislation  embodied  in  H.R.  2  would  impose  upon  the 
economy,  and  which  I  think  has  been  largely  neglected  in  the  discussions 
of  the  desirability  of  so-called  "sunset  legislation."     This  does  not 
reverse  the  general  desirability  of  continual   review,  but  it  does 
substantially  affect  the  notion  of  how  often  such  review  should  be  made 
for  different  programs  and  policies;  how  extensive  that  review  should  be; 
how  gradually  any  changes  should  be  made;  and  how  uniform  or  program- 
specific  such  legislation  should  be. 

The  cost  to  which  I  am  referring  is  the  greatly  increased  uncertainty 
which  sunset  legislation  v/ould  engender  regarding  a  continuation  of  many 
programs  and  tax  policies.     This  uncertainty,  in  turn,  would  engender 
enormous  uncertainty  about  the  private  benefits  and  costs  of  engaging 
in  a  wide  range  of  extremely  important  economic  activities.     This  added 
cost  of  making  such  decisions  might  seriously  impair,  even  retard  sub- 
stantially, important  economic  decision  making.     Let  me  present  a  few 
simple  examples. 

Consider,   for  example,  that  part  of  H.R.  2  which  deals  with  so-called 
"tax  expenditures."     I  will   return  to  a  general   discussion  of  the  problems 
of  tax  expenditures  below,  but  for  the  moment,  let  us  just  take  one  simple 
example:     the  charitable  bequest  deduction  in  the  estate  tax.  .Suppose, 
for  example,  that  the  charitable  bequest  deduction  will  expire  unless 
reauthorized  at  the  end  of  the  reauthorization  cycle.     Consider,  now,  an 
individual  or  family  with  a  modest  estate  who  is  considering  leaving  some 
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part  of  that  estate  to  a  charitable  organization,  such  as  a  church,  university, 
hospital,  cultural  or  scientific  organization,  etc.     Currently,  given  the 
deductibility  of  charitable  bequests  in  the  estate  tax,  the  cost  to  such  an 
individual  whose  estate  is  taxable,  is  reduced  by  the  deduction,  to  one  minus 
that  individual's  marginal  estate  tax  rate  per  dollar  of  giving.     For  an 
individual  whose  estate  would  be  taxed  at  the  20%  level,  the  cost  per  dollar 
of  giving  to  a  charity  is  reduced  to  80  cents.     My  own  studies  (Boskin 
[1976];  Boskin  and  Feldstein  [1978]),  suggest  that  the  sensitivity  of 
charitable  bequests  (and  contributions  deductible  under  the  federal   income 
tax)  are  extremely  sensitive  to  this  cost  reduction.     Indeed,  they  are 
sensitive  enough  so  that  charities  would  lose  substantially  more  than  the 
Treasury  might  gain  in  revenue  if  the  deduction  were  eliminated  (a  point 
I  return  to  below).     But  now  let  us  consider  the  desirability  of  leaving 
a  substantial   fraction  of  one's  estate  to  a  charitable  organization,  given 
the  aura  of  uncertainty  that  would  surround  the  possibility  of  the  failure 
to  reenact  or  reauthorize  the  charitable  deduction  in  the  estate  tax.     Under 
severe  budget  pressure,  in  virtually  every  Congress,  many  tax  changes  are 
suggested;  some  adopted.     An  estator,  attempting  to  plan  his  or  her  estate, 
would  be  faced  with  an  enormous  uncertainty  as  to  the  net  cost  of  donating 
part  of  his  or  her  estate  to  charity.     In  drawing  up  a  will,  or  designing- 
an  estate  plan,  it  would  be  extremely  difficult,  especially  as  a  new  re- 
authorization cycle  approched  (say,  a  year,  or  two  or  three  on  the  horizon) 
for  that  estator  to  have  any  confidence  that  he  or  she  could  predict  with 
certainty  the  net  cost  to  them  for  giving  to  charity,  and  the  net  amount 
of  estate  tax  liability,  and  the  net  amount  that  would  be  left  for  bequest 
to  one's  heirs.     It  would  them  become  extremely  difficult  for  these  charitable 
organizations  to  approach  such  estators  in  the  period  preceeding  the  next 
reauthorization  cycle.     Universities,  churches,  hospitals,  cultural  organi- 
zations, and  other  charitable  organizations  would  find  it  extremely  difficult 
to  raise  funds  from  charitable  bequests  under  such  circumstances.     The  basic 

problem  in  this  example,  and  others  I  shall  present,  is  that  there  are  many 
economic  decisions  which  are  planned  out  over  a  very  long  time  horizon. 
Periodic  review  of  decisions  made  of  programs  which  affect  decisions  made 
annually  are  likely  to  be  much  less  disruptive  than  those  which  affect  long 
term  economic  decisions.     For  example,  the  charitable  deduction  in  the 
Income  tax  also  is  very  efficient  from  my  previous  estimates  and  those 
of  others   (Boskin  and  Feldstein  [1978];  Feldstein  [1975]),  but  the  short 
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term  disruption  done  by  Increased  uncertainty  about  reauthorization  of 
the  charitable  deduction  in  the  income  tax  would  be  much  less  since  this 
affects  annual   giving.     The  distinction  between  the  effect  that  elimination 
or  changing  the  program  would  have — which  may  itself  be  desirable  or  undesir- 
able, and  in  the  case  of  the  charitable  bequest  and  giving  deductions  by  the 
best  available  evidence— most  certainly  would  be  extremely  damaging  from  the 
cost  of  the  uncertainty  engendered  by  the  reauthorization  cycle  itself.     That 
is,  even  if  most  programs  are  continually  renewed  in  their  current  state,  an 
extra  cost  is  added  to  the  economy  for  all  individuals,  firms,  state  and  lof.j. 
governments,  and  workers  who  are  trying  to  plan  any  long  term  investment  or 
programs.     If,  at  the  extreme,  individuals  were  so  risk  averse  as  to  assume 
no  reauthorization,  they  would  act  as  if  the  net  cost  of  giving  to  charity 
were  by  per  dollar  given.     This  would  lead  (Boskin  [1976])  to  more  than  a 
50%  decrease  in  the  charitable  bequests,  much  more  than  the  Treasury  would 
gain  in  revenue. 

Let  us  take  another  example:     the  deductibility  of  mortgage  interest 
under  the  income  tax,  another  so-called  "tax  expenditure."     Can  you  imagine 
the  disruption  that  would  be  done  to  the  housing  industry  as  we  got  down  to 
the  last  year  or  month  proceeding  reauthorization  of  the  mortgage  interest 
deductibility?    Who  would  be  willing  to  buy  a  house  if  there  was  serious 
discussion  concerning  the  deductibility  of  mortage  interest?    While  this 
might  have  very  little  effect  in  the  early  states  of  the  reauthorization 
cycle,  as  a  new  reauthorization  v/as  required,  and  if  there  was  any 
uncertainty  at  all  about  continuation  of  the  program  in  its  current  form, 
such  decisions  could  be  drastically  affected;  major  industries  in  our 
economy  could  be  seriously  disrupted  for  periods  of  time  before  and  after 
reauthorization.     The  specter  of  periodic  changes  in  these  laws,  which 
of  course  exist  to  a  lesser  extent  today  as  tax  laws  and  spending  pro- 
grams are  continuously  revised,  could  substantially  exacerbate  windfall 
gains  and  losses  made  as  a  result  of  rapid,  unexpected,  changes  in  such 
legislation. 

Indeed,  while  I  am  focusing  on  so-called  "tax  expenditures,"  it  is 
worth  noting  that  there  are  many  features  of  the  tax  code  which  are  designed 
to  reduce  uncertainty  and  pool   risks  for  the  general   population' or  specific 
groups  therein.     Examples  include  the  income  averaging  provision,  the 
casualty  loss  deduction,  loss' offset  provisions,  and  the  like.     These  are 
ample  evidence  of  a  strong  desirability  to  help  insulate  the  tax-paying 
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population  from  windfall  losses  due  to  rapid  changes  and  circumstances. 
It  would  be  ironic  Indeed,  If,  on  occasion,  the  reauthorization  cycle  Itself 
added  to  such  uncertainty  and  an  Increase  In  rapid  tax  changes  which  led  to 
substantial  windfall  gains  and  losses. 

2.    Spending  Programs 

The  substantial  Increase  In  uncertainty  engendered  by  periodic 
reauthorization,  would  affect  spending  programs  as  v;ell  as  tax  policies. 
On  the  spending  side,  consider  attracting  high  quality  employees  to 
administer  a  program  whose  life  expectancy  may  be  very  brief  indeed,  as 
the  next  reauthorization  cycle  approached;  consider  also  the  billions 
of  dollars  of  Intergovernmental  fiscal  aid  whose  periodic  reassessment, 
while  desirable,  might  systematically  Impair  the  ability  of  state  and  local 
governments  to  plan  budgets  on  all  but  a  very  short  term  basis.  H.R.  2  con- 
tains a  provision  to  Include  all  spending  programs  not  currently  Included  In 
the  federal  budget,  so-called  "off-budget"  Items,  which  I  presume  Include 
such  Items  as  the  outer  continental  shelf  leasing,  the  federal  financing 
bank,  etc.  This  opens  up  a  variety  of  conceptual  accounting  issues  which 
I  shall  not  go  into  detail  here.  Suffice  it  to  say,  that  as  a  first  approxi- 
mation, the  budget  is  a  conceptual  document;  certainly  both  sides  of  the 
budget  need  to  be  evaluated,  as  well  as  off-budget  items,  regulatory  policies, 
and  I  would  also  Include  mandated  private  activity,  such  as  pollution  and 
safety  control  equipment  which  may  show  up  in  our  conventional  accounting 
procedures  as  gross  auto  sales,  for  example,  but  actually  are  very  close     , 
substitutes  for  government  tax  and  spending  programs.  Thus,  the  inventories 
requested  by  H.R.  2  may  be  considerably  less  all  inclusive  than  the  proposers 
of  the  legislation  envision. 

Since  well  over  half  of  Federal  Government  expenditures  are  now  for 
Income  transfer  programs,  rather  than  goods  and  services  purchases,  I  do 
not  need  to  add  that  the  recipient  populations  would  become  extremely 
apprehensive  as  the  reauthorization  cycle  neared  completion;  and  that 
many  of  these  groups  In  our  society  are  the  least  able  to  substitute 
other  forms  of  income  for  government  transfer  payments.  Of  course,  many 
private  firms,  and  their  employees,  rely  heavily  on  government  orders  of 
goods  and  services  for  their  products.  As  the  reauthorization  cycle 
approached  for  a  specific  program,  such  firms  might  be  forced  to  shut 
down  in  order  to  avoid  accumulating  inventories  in  the  event  that  the 
program  was  not  renewed,  etc.  Thus,  there  is  a  substantial  possibility 
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that  an  unintended  side  consequence  or  side  effect  of  H.R.  2  would  be 
occasional  disruption  of  certain  firms  and  industries,  and  perhaps  an 
increase  in  temporary  unemployment. 

Again,  I  do  not  object  to  periodic  review  of  government  programs. 
I  think  this  is  highly  desirable  and  necessary.  It  is  my  opinion,  however, 
that  improving  the  current  review  and  evaluation  process  would  be  better 
served  by  legislation  which  put  the  ball  back  in  the  original  court,  i.e. 
required  specific  legislation  to  end  a  particular  program,  not  specific 
legislation  to  insure  renewal  or  reauthorization.  This  change,  while  it 
might  make  it  more  difficult  to  get  rid  of  some  marginal  programs,  would 
substantially  reduce  the  uncertainty  involved  in  the  continuation  of  many 
worthwhile  programs  and  the  extreme  cost  to  the  economy  of  such  disruption. 

3.    The  General  Concept  of  Tax  Expenditures 

The  general  concept  of  tax  expenditures  is  itself  open  to  question. 
While  as  a  general  concept,  it  is  correct  to  say  that  the  government  can 
affect  economic  decisions  and  spending  on  a  variety  of  activities  by  a 
variety  of  special  features  in  the  tax  code  as  substitutes  for  direct 
spending  programs,  there  are  many  fundamental  flaws  in  the  current 
usage  of  the  tax  expenditure  concept  and  the  development  of  the  tax 
expenditure  budget  and  forecasts  thereof. 

First,  the  current  tax  expenditure  budget,  and  the  five-year  fore- 
cast based  thereon,  .is  based  on  a  particular  conception  of  what  the 
appropriate  tax  treatment  of  a  variety  of  activities  is  or  ought  to  be. 
That  is,  it  assumes  that  a  more  or  less  comprehensive  tax  base  which 
approximates  taxes  on  market  sector  income  is  the  desirable  tax  base,  and 
that  any  deviations  in  inclusion  of  items  in  this  tax  base,  or  special 
rates  or  other  provisions  with  respect  to  such  a  base,  are  "tax  expenditures." 
There  is  almost  universal  agreement  among  leading  younger  economists  and 
academic  laywers  specializing  in  taxation  that  such  a  tax  is  much  less 
desirable  than  a  personal  tax  based  on  expenditures  rather  than  income. 
That  is,  an  income  tax  taxes  saving  twice;  once  when  the  saving  is  included 
in  income  earned;  and  again  when  it  earns  an  interest  return.  There  is  a 
consensus  that  a  consumption  tax  would  be  not  only  more  efficient  economically 
and  more  easy  to  administer  eventually  than  an  income  tax,  but'might  also 
lead  to  a  more  equitable  tax  system.  Aside  from  these  general  arguments, 
which  take  me  far  afield  from  the  general  discussion  here,  consider  what 
a  tax  expenditure  budget  would  look  like  based  on  a  consumption  tax.  Indeed, 
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many  of  the  current  tax  expenditure  items  which  amount  to  billions  of  dollars 
would  be  negative  based  on  a  consumption  tax  as  the  ideal  tax  base,  and 
against  which  tax  expenditures  would  be  measured.  Under  an  expenditure 
tax, saving  would  be  excluded  from  the  tax  base  and,  hence,  individuals 
would  be  taxed  according  to  their  standard  of  living,  i.e.  as  they  spent 
their  Income.  In  such  a  tax,  many  specific  features  of  the  tax  code  which 
affect  capital  income  items  would  not  be  considered  tax  expenditures  at  all, 
but  again,  as  noted  above,  would  be  negative.  For  example,  so-called  "acceler- 
ated depreciation"  would  be  "decelerated"  depreciation  relative  to  a  consumption 
tax,  for,  under  a  consumption  tax,  the  appropriate  tax  treatment  of  invest- 
ment is  expensing,  i.e.  immediate  write-off.  Without  getting  into  a  further 
discussion  of  the  appropriate  tax  base,  I  think  it  would  be  a  terrible 
mistake  to  embody  in  further  legislation,  such  as  the  demand  for  periodic 
reauthorization,  the  specific  form  of  the  tax  expenditure  budget  now  used 
and  upon  which  estimates  are  made. 

Further,  the  estimates  presented  in  the  tax  expenditure  budget, 
and  the  forecast  based  thereon,  are  simply  incorrect.  Indeed,  try  as  I 
might,  I  cannot  give  an  intelligent  question  to  which  these  numbers  are 
an  answer.  Take  a  simple  example,  the  so-called  tax  expenditures  relating 
to  capital  gains.  We  recently  reduced  the  percentage  of  long  term  capital 
gains  includable  in  taxable  income  under  the  income  tax  from  50%  to  40%. 
As  part  of  the  general  debate  in  Congress  with  respect  to  that  legislation, 
it  was  pointed  out. that  some  extreme  assumptions  are  made  in  the  forecasts 
of  foregone  revenue  concerning  such  legislation.  That  is,  the  current  tax 
expenditure  budget,  or  foregone  revenue  forecasts,  conclude  that  if  we  change 
the  tax  rate  at  which  capital  gains  are  taxed,  or  the  percentage  of  capital 
gains  Includable  in  taxable  income,  that  individuals  and  firms  would  go  on 
realizing  the  same  amount  of  capital  gains  as  they  are  now  doing;  or,  alterna- 
tively, that  the  change  in  income  subject  to  capital  gains  tax  would  show  up 
as  fully  taxable  income  somewhere  else.  Many  alternatives  suggest  themselves, 
such  as  giving  to  charity,  accruing  income  in  some  other  form  which  is  deferred 
or  tax  free.  Consider  the  full  Inclusion  of  all  realized  capital  gains  in 
taxable  income.  Does  anyone  seriously  believe  that  this  would  not  affect 
the  realization  of  capital  gains?  And  are  v;e  really  convinced  that  all  of 
the  decrease  in  realizations  of  capital  gains  that  such  a  policy  would  engender, 
would  show  up  as  fully  taxable  income  somewhere  else? 

The  tax  expenditure  budget  estimate  only  makes  sense  under  the  follow- 
ing very  restrictive  assumptions: 
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(1)  that  all  the  tax  expenditure  items  are  eliminated  simultaneously; 

(2)  that  the  supply  of  the  factors  of  production  in  the  economy,  all 
types  of  labor  and  all  types  of  capital,  lare  completely  inelastic 
with  respect  to  their  returns,  i.e.  that  work  effort,  saving  and 
Investment  are  not  at  all  responsive  to  changes  and  returns 
engendered  by  tax  policies. 

There  Is  substantial  empirical  evidence  that  suggest  that  nothing 
could  be  further  from  the  truth  (see  for  example,  Boskin  [1978],  Boskin  and 
Lau  [1978],  Boskin  [1977],  Rosen  [1976],  Jorgenson  and  Hall  [1967],  etc.). 
We  have  accumulated  econometric  evidence  to  suggest  that  saving  and  invest- 
ment are  at  least  moderately  responsive  to  tax-induced  changes  in  their 
net  rate  of  return;  and  that  the  labor  supply  of  secondary  workers  in  the 
family  and  of  older  workers  is  extremely  sensitive  to  such  tax-Induced 
variation  in  the  net  remuneration  to  work.  Therefore,  not  only  do  I  deem 
It  indefensible  to  include  the  current  definitions  of  tax  expenditures  In 
a  sunset  legislation  bill,  but  I  believe  that  the  types  of  information 
requested  under  H.R.  2,  for  example,  the  estimates  of  revenue  foregone 
because  of  tax  expenditures,  would  be  extremely  misleading,  and  substan- 
tially overstate  the  revenue  the  Treasury  foregoes- with  respect  to  such 
tax  expenditures. 

(3)  In  many  ways  as  Important  as  (1)  and  (2),  is  the  fact  that 
many  tax  expenditures  change  the  net  returns  to  different  activities 
sufficiently  that  they  actually  generate  much  more  spending  on  that 
activity  than  the  Treasury  could  conceivable  forego  in  revenue.  A  well 
documented  example  is  the  charitable  bequest  deduction  in  the  estate 

tax  (see  Boskin  [1976])  and  the  charitable  deduction  in  the  income  tax  (see 
Boskin  and  Feldstein  [1978]  and  Feldstein  [1975]).  Put  simply,  the  tax 
expenditures  are  much  more  efficient  than  direct  government  spending  would 
be  in  generating  Income  flows  from  the  private  sector  to  socially  desirable 
activities. 

4.    Social  Security.  Separate  Trust  Funds,  and  a  Separate  Capital  Budget 

The  point  made  above  about  the  necessity  of  avoiding  Increasing 
uncertainty  with  respect  to  the  returns  to  long  term  investments,  such  as 
would  be  engendered  by  potential  changes  in  the  investment  tax  credit, 
depreciation  allowances,  changes  In  mortgage  interest  deductibility, 
etc.  also  hold  with  considerable  force  with  respect  to  the  Social  Security 
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System.     Millions  of  Americans  are  continually  making  retirement  plans  as 
they  approach  retirement  in  their  forties  and  fifties.     Exempting  the 
Social  Security  System  from  the  provisions  of  H.R.  2  has  a  twin-edged 
effect:     It  reduces  the  uncertainty  mentioned  above  about  periodic  changes 
in  legislation;  but  it  postpones  the  inevitable  reconcilliation  of  the 
enormous  long  term  deficit  In  social  security  which  now  amounts  to  about 
three-quarters  of  $1  trillion.     Indeed,  much  could  be  said  for  a  separate 
capital  account  for  the  United  States  budget.     This  would  be  true  not  only 
of  general  goods  and  services  purchases  of  capital   items,  but  of  forcing 
programs  such  as  Social  Security  (all   three  programs  in  trust  funds)  to 
have  to  be  financially  accountable  on  a  long  term,  rather  than  annual, 
basis.     Increasingly,  the  annual   trustees  reports  have  pointed  with  alarm 
to  the  long  term  deficit  in  social   security.     Exemption  of  Social   Security 
from  legislation  such  as  H.R.  2,  prevents  us  from  including  an  enforced 

reevaluatlon,  the  government  program  which  Is  probably  In  single  greatest 
need  of  long  term  review  and  reorganization.     This  Is  not  to  say  that  the 
Social  Security  System  has  not  made  substantial  achievements  In  meeting 
the  Income  security  needs  of  the  elderly.     It  has  kept  millions  of  elderly 
Americans  out  of  destitution  and  hopefully  will  continue  to  do  so.     But 
would  It  not  make  much  more  sense  to  plan  out  how  we  are  going  to  deal 
with  the  impending  enormous  change  in  the  ratio  of  retirees  to  vrorkers 
in  our  economy  (increasing  from  the  current  1   retiree  for  every  3  1/4 
:  workers  to  1   retiree  for  every  2  workers)  early  In  the  next  century? 
Or  are  we  going  to  wait  until   that  crisis  Is  upon  us? 

6.  General   Conclusions 

I  have  tried  to  point  out  what  I  consider  to  be  some  specific  problems 
with  H.R.  2.     Once  again,  let  me  repeat  that  improved  evaluation  of  existing 
government  spending  programs,  tax  policies,  intergovernmental   fiscal   rela- 
tions, regulatory  activity  and  mandated  private  activity  is  a  highly  worth- 
while goal.     Not  only  is  it  worthwhile  in  the  abstract,  but  I  am  sure  you 
will   agree  that  the  public  is  demanding  it  more  and  more  each  year.     We 
must  Improve  accountability  at  the  government  level.     However,  I  believe 
that  H.R.   2  Is  seriously  flawed  in  its  current  form;  that  it  would  sub- 
stantially impede  long  term  planning  of  the  private  sector  In  a'  variety 
of  important  economic  activities;  that  this  disruption  would  engender  a 
cost  which  may  substantially  exceed  the  gains  from  the  particular  type  of 
forced  periodic  review  required  by  H.R.  2.     Thus,  while  I  applaud  the  motives 
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and  the  goals  of  the  promulgators  and  supporters  of  H.R.  2,  I  believe  this 
specific  legislation  is  seriously  flawed  and  that  substantial  improvements 
could  be  made  thereon.  Failure  to  do  so  might  dramatically  increase  the 
uncertainty  that  government  programs,  legislation  and  tax  policy  impose 
upon  the  private  economy  at  a  time  when  inflation  and  the  vagaries  of 
the  business  cycle  are  already  dramatically  increasing  such  uncertainty. 
We  must  seek  improved  legislation  which  ameliorates  the  problems  discussed 
above  and  dramatically  reduces  the  potential  disruption  of  economic  activity, 
especially  as  we  approach  the  reauthorization  timetable  for  each  specific  " 
program  or  policy,  that  H.R.  2  might  foster. 
Thank  you. 
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Mr.  Long.  Let  me  ask  you  one  question  before  we  run  down  and 
vote;  you  raise  a  strong  issue  with  regard  to  the  uncertainty  that 
would  be  generated  by  the  termination  dates  on  both  direct  spend- 
ing programs  and  the  tax  expenditures. 

Would  review  without  a  termination  date  ameliorate  the  uncer- 
tainty? 

Mr.  BosKiN.  I  think  it  would  substantially  reduce  the  problem.  It 
wouldn't  remove  it.  There  is  always  the  possibility  that  Congress 
will  change  regulations,  change  the  investment  tax  credit,  or 
change  spending  priorities  in  a  variety  of  areas. 

The  parts  of  sunset  legislation  that  I  find  most  difficult  are  the 
lumping  together  of  a  variety  of  types  of  things  which  are  only 
tenuously  related.  The  enormous  increase  in  the  workload  in  an 
attempt  to  cover  everything,  and  the  feature  that  the  program  will 
be  abolished  unless  specifically  reauthorized  on  the  cycle  proposed 
in  H.R.  2;  I  think  that  the  idea  of  review  is  something  that  does  not 
really  add  as  much  uncertainty  to  the  prospect  of  the  item  lapsing. 

For  example,  we  often  get  into  problems  even  right  now  in 
discussing  expansion  or  increases  in  investment  tax  credits  and 
having  them  made  retroactive,  and  I  think  putting  the  ball  in  the 
other  court,  while  having  to  justify  expenditure  increases  before 
the  Appropriations  Committee,  having  had  to  have  legislation  to 
remove  the  programs,  while  it  might  continue  us  on  a  course  of 
spending  on  some  programs  that  ought  to  be  reduced  or  eliminated, 
it  at  least  substantially  reduces  the  cost  to  the  private  economy, 
the  cost  which  can  be  on  the  order  of  magnitude  a  nonattributable 
percentage  of  the  aggregate  Federal  budget. 

Mr.  Long.  The  committee  will  stand  in  recess  for  10  minutes. 

[A  short  recess  was  taken.] 

AFTER  RECESS 

Mr.  Long.  The  committee  will  be  in  order. 

Let's  explore  a  little  bit  further,  if  we  may,  the  uncertainty 
generated  by  a  termination  of  programs,  whether  they  be  direct 
spending  programs  or  tax  expenditures. 

What  will  be  the  effect  that  this  uncertainty  will  have  upon 
intergovernmental  relations;  that  is,  the  relationship  between  the 
Federal  Government  and  the  States,  counties,  and  cities  which 
receive  Federal  funds. 

Have  you  given  this  any  thought? 

Mr.  BosKiN.  You  are  perfectly  correct,  and  I  am  glad  you  asked 
that  question.  It's  very  perceptive. 

The  Federal  grants-in-aid  to  States  and  grants  to  State  and  local 
governments  amount  to  roughly  a  quarter  of  their  revenue,  and 
you  can  see  a  State  welfare  agency  or  a  variety  of  other  State  and 
local  government  organizations  caught  in  their  budgetary  cycle 
prior  to  reauthorization  of  a  particular  program,  trying  to  plan  out 
what  they  will  be  able  to  do  over  the  next  few  years  not  knowing 
what  is  going  to  happen  to  a  substemtial  fraction  of  that  revenue, 
fearing  that  it  may  not  be  reauthorized,  and  fearing  it  would 
essentially  have  to  go  to  State  and  local  tax  sources  or  eliminate 
those  programs. 
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It  would  impose  a  substantial  cost  on  the  recipients  of  the  bene- 
fits of  those  programs,  the  State  social  services,  and  impose  a 
substantial  potential  cost  on  the  payers  of  taxes  at  the  State  and 
local  level,  because  we  may  merely  move  a  program  at  the  Federal 
level  which  essentially  transfers  resources  to  the  State  and  local 
level  which  does  not  mean  that  those  policies  are  totally  aban- 
doned. 

We  may  just  be  forcing  more  on  to  State  and  local  governments. 
In  addition,  the  same  is  true  with  tax  expenditures.  State  and  local 
bond  issues  are  not  a  trivial  item  in  the  tax  expenditure  budget. 

What  would  happen  to  credit  markets  who  are  already  hard- 
pressed  for  State  and  local  government,  with  the  impending,  pros- 
pect of  the  State  and  local  government  bond  interest  being  made 
taxable? 

New  York  State,  California,  and  some  local  governments  are 
going  out  and  issuing  bonds  which  are  currently  tax  exempt.  That 
provision  might  not  be  reauthorized  and  would  have  to  be  a  very 
messy  judicial  process  about  whether  this  nonrenewal  would  be 
applied  to  bonds  issued  or  to  the  interest  that  is  paid  beyond  that 
date,  even  on  bonds  that  were  issued  previously. 

If  it  were  on  bonds  that  were  issued  previously,  the  bottom  would 
fall  out  of  that  market,  and  there  would  be  enormous  windfall 
losses  to  those  people.  Those  costs  affects  all  agents  in  the  econo- 
my, not  just  private  and  individual  firms,  but  government  employ- 
ees who  might  not  know  about  programs  that  affect  their  employ- 
ment. 

Mr.  Long.  Or,  conversely,  using  your  example,  should  the  deter- 
mination be  that  those  bonds  issued  prior  to  that  date,  would 
retain  the  t£ix  exempt  status,  then  look  at  what  it  would  do  to  the 
bond  market,  and  to  the  value  of  those  bonds  that  were  tax 
exempt? 

Mr.  BosKiN.  There  would  be  an  enormous  capital  gain  for  the 
people  who  own  those  bonds,  and  the  reverse  would  occur  in  other 
securities. 

Mr.  LcNG.  Regarding  the  current  level  of  review  by  the  Senate 
Finance  Committee  and  the  House  Committee  on  Ways  and  Means 
on  tax  expenditures.  Chairman  Mills  and  Chairman  Long  of  both  of 
those  committees  feel  that  over  the  last  few  years  that  they  have 
been  giving  adequate  review  to  the  tax  expenditure  and  direct 
spending  programs  under  their  jurisdiction. 

You,  being  an  economist  and  student  of  the  Congress,  and  to  the 
degree  that  you  are,  do  you  feel  that  they  have  been  giving  this  a 
substantial  amount  of  attention? 

Mr.  BosKiN.  They  invest  a  substantial  amount  of  time  and 
energy  on  these  problems,  what  could  be  defined  as  adequate, 
certainly  with  all  their  other  pressing  obligations,  I  think  they  do. 
The  overwhelming  bulk  of  so-called  tax  expenditures  are  on  things 
like  the  exclusion  of  taxation  on  items  such  as  social  security  and 
unemployment  benefits,  deductibility  of  mortgage  interest,  person- 
al exemptions,  and  deduction^  in  the  tax  system,  and  that  the  so- 
called  loopholes  that  so  many  people  like  to  point  to  as  items  that 
they  would  like  to  get  rid  of  really  comprise  a  very  small  part  of 
the  tax  expenditure  budget  and  that,  I  think,  that  these  items  get 
periodic  review. 
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In  the  last  Tax  Reform  Reduction  Act,  there  was  a  substantial 
review  of  capital  gains  taxes,  much  to  some  people's  chagrin  and 
much  to  others'  favor,  including  my  own,  there  was  a  reform  of  the 
capital  gains  taxation. 

That  was  debated  in  considerable  detail  at  that  time. 

Mr.  Long.  Please  elaborate  on  another  question  you  briefly 
touched  on.  Are  tax  expenditures  actually  recoverable,  by  Govern- 
ment if  they  are  terminated? 

Mr.  BosKiN.  I  tried  to  touch  on  that  a  little  bit,  but  the  current 
estimates  drastically  overstate  the  amount  of  revenue  gain  to  the 
Treasury  which  you  get  from  eliminating  any  of  these  tax  expendi- 
tures. 

The  failure  to  realize  that  if  you  eliminate  some  particular  tax 
expenditure  item  that  many  of  the  resources  going  into  that, 
whether  that  is  the  investment  tax  credit  or  charitable  deduction 
or  something  of  that  sort,  may  find  its  way  into  other  so-called  tax 
preferenced  or  nontax  or  taxed  at  lower  rate  activities,  and  that 
would  mean  there  would  be  a  drastic  overestimate  of  the  potential 
revenue  that  would  remain. 

Second,  I  think  there  is  a  neglect  to  the  fact  that  there  is  some- 
times substitution  for  direct  Government  spending  programs  for 
the  private  spending  programs. 

Suppose  the  Government  eliminated  the  charity  deduction  and 
estimated  they  could  raise  $20  billion.  If  the  Government  started 
spending  $20  billion,  it's  unclear  that  the  private  sector  would  not 
reduce  its  own  direct  spending,  so  I  think  these  are  misestimates 
and  often  substantial  overestimates  of  the  revenues  that  could  be 
recovered  by  eliminating  items  and  they  are  also  substantial  mises- 
timates of  the  amount  of  resources  that  flow  into  the  particular 
activities  involved. 

Let  me  give  you  an  extreme  example:  The  way  the  tax  expendi- 
ture budget  estimated  the  tax  from  capital  gains  suggests  that  if 
we  change  the  capital  gains  for  example  tax  capital  gains  at  full 
rates,  that  people  would  go  on  realizing  the  same  amount  of  capital 
gains  as  they  do  now. 

Estimates  of  how  much  effect  there  would  be  on  locking  people 
into  capital  gains  with  full  taxation  on  capital  gains  vary  widely.  It 
is  clear  that  many,  many  of  these  decisions  which  are  affected  by 
tax  expenditures  and  for  which  the  tax  expenditures  were  express- 
ly designed  to  influence  those  provisions,  to  encourage  business  to 
make  investments,  et  cetera,  many  of  those  activities  are  influ- 
enced substantially  by  the  changes  in  the  returns  and  cost  of  these 
activities  that  the  tax  expenditures  create. 

The  revenue  estimates  are  drastic  overestimates  of  how  much 
revenue  the  Treasury  really  would  gain. 

Certainly,  after  the  economy  has  a  chance  to  adjust  to  any 
changes  in  the  tax  expenditures,  I  think  that  for  many  of  the  items 
a  closer  estimate  would  be  zero  than  the  actual  numbers  presented. 

There  are  other  items  where  very  little  economic  behavior  would 
be  affected. 

Mr.  LoTT.  First,  let  me  apologize  for  the  interruption.  I  would 
like  to  thank  you  for  being  here  and  presenting  your  testimony. 

You  did  an  excellent  job  and  raised  a  lot  of  points  that  we  need 
to  expand  on,  but  we  are  running  out  of  time. 
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Let  me  ask  you  a  couple  of  brief  questions,  though. 

You  talked  about  the  workload,  the  additional  workload  the 
sunset  legislation  would  place  on  Congress. 

Are  you  hesitant  about  sunset  legislation  in  general,  or  just  as  it 
applies  to  the  so-called  tax  expenditures? 

Mr.  BosKiN.  In  general,  although  I  think  it's  worst  with  respect 
to  tax  expenditures. 

Mr.  LoTT.  Would  you  think  it  would  be  more  acceptable  if  it  did 
not  include  the  tax  expenditures  provision? 

Mr.  BosKiN.  I  would  still  not  support  it.  Some  of  the  effects  that  I 
alluded  to  occur  even  with  respect  to  direct  spending  programs  or 
intergovernmental  relations,  that  is,  the  uncertainty  in  the  private 
sector. 

If  this  applied  to  a  particular  type  of  defense  spending  upon 
which  large  numbers  of  employees  depended  we  might  see  a  lot 
more  temporary  layoffs  as  we  approached  reauthorization. 

Mr.  Long.  Thank  you  very  much.  Professor. 

We  appreciate  your  coming  in  and  sharing  your  knowledge  with 
us.  I  have  made  your  written  testimony  a  part  of  the  record. 

I  would  like  to  submit  for  the  record  a  memorandum  by  Mr. 
James  Greene  of  the  Conference  Board.  This  memorandum  pro- 
vides preliminary  details  of  a  survey  of  300  major  American  firms. 

[The  memorandum  submitted  by  Mr.  James  Greene  follows:] 
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MEMORANDUM 


TO:        Subcommittee  on  Legislative 
Process 
Rules  Committee  of  the  House 
of  Representatives 


FROM;      The  Conference  Board 


July  30,  1979 


In  early  1978,  The  Conference  Board 
surveyed  about  1,300  companies  on  their 
experiences  with  federal  regulatory  agencies 
and  their  views  on  the  direction  and  form 
that  reform  of  national  regulatory  agencies 
should  take.  Letters  were  addressed  to  the 
chief  executive  officers  of  these  firms ; 
responses  were  received  from  about  300  execu- 
tives; in  some  70  per  cent  of  the  cases  it 
was  the  chief  executive  officer  who  signed 
the  response. 

The  sampling  was  random,  but  stratified 
to  include  the  constituency  of  some  27  federal 
regulatory  agencies. 

The  purpose  of  the  survey  was  not  to 
methodically  construct  a  "business  view"  on 
regulatory  reform,  nor  even  to  solicit  a 
major  position  by  the  constituency  of  any  one 
agency.  Rather,  it  was  to  augment  the  gen- 
eral debate  on  regulatory  reform  with  a  sam- 
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pling  of  vdews  of  several  governed  communities 
within  the  larger  business  community  on  par- 
ticular agencies  --  at  a  level  more  specific 
than  the  general  discussion,  and  less  specific 
than  individual  clashes  between  one  company 
and  one  agency. 

No  valid  statistical  conclusions  are 
possible  from  such  a  survey.  However,  the 
results  suggest  that  relations  between  some 
agencies  and  their  constituencies  are  con- 
ducted with  a  mutual  acceptance  of  the  need 
for  regulation  and  that  "reform,"  if  it  is 
needed  at  all,  involves  minor  tinkering 
with  the  existing  system.  Executives  in 
such  constituences  express  concern  that  the 
basic  system  may  be  threatened  by  major  re- 
formation. These  are  the  constituencies  of 
the  traditional  and  mature  agencies:  the  FAA, 
the  ICC ,  the  FRS ,  and  the  FDA  among  others . 
Companies  surveyed  regarding  other,  more  re- 
cently established,  agencies,  however,  report 
considerably  more  discontent.  The  public  pur- 
poses of  such  agencies  as  OSHA,  EPA,  EEOC, 
and  FERC  among  others  are  not. questioned. 
However,  there  is  widespread  discontent  with 
their  methods ,  their  perceived  preoccupation 
with  procedures  rather  than  with  results, 
their  reporting  requirements,  and  their  in- 
terpretations of  their  mandates . 

With  respect  to  "sunset"  provisions, 

the  former  group  opposes  automatic  lapsing 
of  rules  and  regulations  that  have  been 
carefully  worked  out  between  the  agencies 
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and  the  companies,  although  respondents  en- 
dorse the  idea  of  periodic  review;  members 
of  the  latter  group  are  more  inclined  to 
embrace  the  principle  of  "sunset"  either 
for  regulations  or  even  for  the  agencies 
themselves.  Many  of  these  executives,  how- 
ever, view  "sunset"  as  a  last  resort.  They 
would  prefer  an  earlier  repeal  of  sweeping 
regulations  and  reporting  requirements  that 
are  viewed  as  unnecessary  and  costly. 

The  following  summary  of  the  views  of 
these  executives  on  "sunset"  provisions  should 
be  read  within  the  context  of  the  total  sur- 
vey. This  sought  to  identify  basic  problems 
the  company  perceived  in  compliance  with  a 
particular  agency's  rules.  These  prove  to 
be  overwhelmingly  in  the  area  of  conflicts 
with  other  agencies,  duplications  of  report- 
ing requirements,  and  concern  with  means 
rather  than  ends .  The  survey  sought  the 
corporate  view  of  the  types  of  reform  short 

of  total  overhaul  that  the  company  believed 
might  remedy  the  situation.  While  a  minority 
believed  a  total  overhaul  as  necessary,  most 
executives  expressed  the  view  that  the  prob- 
lems lay  principally  in  the  lack  of  congres- 
sional oversight  or  any  other  periodic  review 
of  an  agency's  activities  and  direction. 

Given  this  opportunity  to  discuss  indi- 
vidual agencies  with  which  they  have  working 
relationships,  executives  strongly  suggest 
that  it  is  not  really  "regulation"  or  "over- 
regulation"  with  which  they  are  concerned. 
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but 'the  methods,  escalating  demands,  and  un- 
limited mandates  exercised  by  agency  person- 
nel. Repeatedly,  corporate  officers  lament 
the  system  so  strijctured  that  jurisdiction 
of  agencies  cannot  be  determined  by  a  simple 
reading  of  the  statute  but  must  be  settled 
in  the  courts. 

Under  these  conditions,  some  time 
period  after  which  the  disturbing  regula- 
tions will  expire  appears  attractive.  Yet, 
it  is  viewed  in  many,  if  not  most,  cases  as 
a  last  resort,  preference  is  given  to  more 
careful  preparation  of  regulations;  greater 
industry  input;  better  assessment  of  the 
efficacy  of  the  regulation  in  light  of  its 
objective;  and  periodic  review  to  determine 
its  continued  efficacy. 

With  this  as  context,  the  summary  of 
the  views  of  executives  participating  in 
the  survey  regarding  "sunset"  provisions 
follows . 

Four  out  of  evei7  five  senior  execu- 
tives commenting  on  the  application  of 
"sunset"  provisions  to  regulations  support 
such  provisions,  and  a  few  would  apply  them 
to  the  agencies  themselves. 

These  views  are  heavily  influenced  by 
the  experience  of  the  executive  and  his  or 
her  company  with  a  par-  icular  agency.  Execu- 
tives in  Industries  that  are  not  directly 
"regulated,"  but  fall  under  the  jurisdiction 
of  such  general  agencies  as  EEOC,  EPA,  and 


812 


OSH^.  are  more  emphatic  about  the  need  for 
phasing  out  regulation  that  cannot  survive 
a  careful,  periodic  review.  Executives  in 
regulated  industries  —  utilities,  pharma- 
ceutical and  food  firms ,  airlines  and  banks  — 
are  more  cautious  about  fixed  schedules  for 

phasing  out  regulations.  For  these  execu- 
tives ,  it  is  the  overlap  and  conflict  between 
the  regulations  of  their  traditional  agencies 
and  those  of  the  newer  agencies  that  repre- 
sent the  major  problem.  Waiting  for  the 
"sunset"  of  the  problem  regulation  seems  less 
desirable  than  more  immediate  remedies. 

Those  executives  who  favor  the  lapsing 
of  regulations  that  are  not  periodically  re- 
authorized cite  a  number  of  reasons  for  this 
position.  Many  see  sunsetting  as  providing 
a  politically  palatable  way  of  removing  re- 
strictions without  drawing  fire  from  those 
who  want  "more"  or  "less"  regulation  of 
business  in  any  form.  Others  believe  a  "sun- 
set" provision  would  help  sharpen  the  focus 
of  agencies  on  their  basic  goals  and  objec- 
tives. Many  of  these  executives  identify 
"sunset"  with  the  regular  review  of  programs 
so  customary  in  the  private  sector.  Conditions 
change  —  in  technology,  in  competition,  in 
the  priority  of  societal  goals  —  and  these 
executives  see  sunsetting  as  a  method  of 
writing  periodic  review  into  law. 

But  other  reasons  are  mentioned  as  well: 
improved  relations  between  these  goverronen- 
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tal  bodies  and  the  private  constituencies 
they  control;  an  opportunity  to  determine 
whether  incentive  schemes  in  narrow  appli- 
cations might  serve  the  public  interest 
better  than  command  regulations  and  fines; 
a  reduction  in  costs  to  both  government 
and  industry.  This  last  stems  from  the  be- 
lief expressed  by  many  of  these  senior  offi- 
cers that  a  close  review  of  reporting  re- 
quirements would  result  in  a  major  reduction 
in  these  requirements,  particularly  when 
duplications  surface. 

The  minority  that  oppose  "sunset," 
about  20  per  cent  of  the  total,  come  princi- 
pally from  the  traditionally  regulated  indus- 
tries. They  do  not,  by  and  large,  oppose 
periodic  review  of  regulation.  However, 
they  point  out  that,  for  many  of  them,  cur- 
rent regulations  represent  closely  worked  out 
compromises  between  industry  and  government. 
For  others,  projects  covered  by  regulation 
stretch  out  over  long  periods  of  time  and  sun- 
setting  introduces  uncertainty  and,  perhaps, 

costly  delay  of  projects".  Public  demand 
for  safe  foods,  safe  drugs,  safe  airplanes, 
and  a  sound  banking  system,  these  officers 
point  out,  will  not  disappear  with  the 
lapsed  regulation.  Something  will  have  to 
take  its  place;  and  it  could,  from  their 
point  of  view,  just  as  easily ^be  something 
worse  as   something  better. 

While  corporate  officers  were  asked 
about  sunsetting  of  particular  rules  and 
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regulations  rather  than  entire  agencies,  a 
nvmber  of  them  spontaneously  addressed  the 
latter  point.   "One  approach,"  observes  the 
chairman  of  a  major  conglomerate,  "might  be 
for  Congress,  in  establishing  any  new  agency, 
to  provide  that  the  agency  will  expire  after 
five  years  unless  the  need  for  its  continued 
existence  can  be  justified."  But  he  does  not 
lojnit  the  suggestion  to  new  agencies:   "Sta- 
tutes might  be  enacted  terminating  agencies 
that  now  exist  after  a  like  period,  unless 
justification  for  continuing  life  can  be 
established." 

The  vice  president  of  a  major  national 
financial  organization,  after  citing  his 

firm's  experience  with  the  EEOC,  also  sees 
the  "sunset"  approach  as  a  "salutary  mech- 
anism whereby  government  —  like  any  member 
or  component  of  society  —  must  periodically 
reassess  its  goals,  the  methods  it  has  cho- 
sen' to  meet  such  goals,  and  the  progress  it 
has  made."  He  believes  such  a  mandatory  re- 
view should  respond  to  three  distinct  ques- 
tions: 

"Is  the  goal  still  important,  or  have 
other  more  urgent  societal  needs  in- 
truded? 

"Are  the  methods  the  most  suitable,  or 
do  new  ways  of  accomplishing  the  goal 
seem  preferable? 

"Is  progress  satisfactory,  or  have  we 
gone  too  slowly  or  too  quickly?" 
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The  corporate  director  of  industrial 
relations  in  a  medium-sized  company  that  has 
reported  on  his  firm's'  experience  with  the 
EPA  believes  that  such  regulation,  however 
desirable  in  itself,  is  designed  to  serve 
minority  interests  at  the  expense  of  the 
majority.  He  sees  the  need  for  "an  annual 

review  of  government  agencies  to  determine 

if  the  agency  serves  the  best  interests  of 
the  majority  of  Americans,  and  whether  the 
agency  is  accomplishing  its  objectives. 
Those  agencies  that  have  obsolete  or  eco- 
nomically imprudent  objectives,  or  fail  to 
achieve  their  objectives,  should  be  dis- 
solved or  modified." 

The  president  of  a  major  diversified 
manufacturing  company  "heartily  endorses" 
the  application  of  "sunset"  provisions  to 
agencies:   "We  are  all  aware  of  the  multi- 
tude of  government  agencies  that  persist 
long  after  the  rationale  for  their  creation 
has  ceased.  They  continue  to  exist  merely 
because  they  have  acquired  a  'political 
power  base'  within  some  element  of  the  leg- 
islative process.  A  termination  procedure 
at  least  creates  a  point  in  time  when  the 
bureaucracy  has  to  face  the  issue  of  com- 
plete public  justification  for  continued 
existence."  This  individual  sees  sunset  as 
a  mechanism  now  lacking  in  the  public  sector: 
"Corporations  and  other  businesses  retain  a 
built-in  mechanism,  called  profit,  that 
weeds  out  organizations  of  no  further  value. 
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Because  the  bureaucracy  has  no  inherent 
mechanism,  one  such  as  a  'sunset  provi- 
sion' must  be  implemented." 

This  view  however,  is  opposed  by 
senior  executives  of  other  companies.  A 
vice  president  of  one  of  the  country's 
leading  telecommunications  firms  suggests: 
"An  overall  review  of  the  congressional 
mandate  to  the  FCC,  taking  into  consider- 
ation all  aspects  of  the  public  interest, 
would  be  preferable  to  a  simple  'sunset' 
provision."  It  is  an  error,  he  believes, 
to  "focus  more  on  total  survival  or  total 
demise  or  regulatory  agencies  than  on  assess- 
ment of  appropriate  changes  in  area  or  di- 
rection of  regulations." 

Utility  executives  particularly  oppose 
the  uncertainty  created  for  long-term  pro- 
jects that  they  see  inherent  in  "sunset" 
provisions.   "The  greatest  need  in  regulation 
today  is  some  degree  of  stability,"  says  the 
president  of  a  major  midwestem  utility. 
"We  must  build  plants  to  run  30  years  or 
more.  We  face  lead  times  often  of  ten  years 
or  more  between  commitment  and  initial 

operation."  In  his  view.  Congress  has  the 
continuing  responsibility  to  eliminate  obso- 
lete agencies  and  regulation.  Moreover, 
"sunset"  would  create  problems  for  agency 
staffs.   "What  is  needed  most,"  he  observes, 
"is  a  sense  of  long-term  responsibility. 
This  would  not  be  helped  if  the  agency's 
staff  saw  its  own  demise  on  the  horizon. 
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Certainly  sunset  provisions  would  make  it 
harder  for  agencies  to  hire  competent  and 
dedicated  staff;  this  -in  itsel-f  is  reason 
enough  for  opposing  sunset  provisions." 

The  vice  chairman  of  a  major  consumer 
product  company  sees  two  additional  "poten- 
tial negatives"  on  such  provisions  (parti- 
cularly as  they  might  apply  to  the  FDA) . 
"If  there  is  the  possibility  that  an  agen- 
cy would  be  eliminated,  a  reasonably  sure 
way  to  forestall  this  would  be  demonstra- 
tion of  activity  to  protect  the  consumer. 
This  defense  mechanism  would  result  in  even 
more  unnecessary  and  poorly  conceived  regu- 
lation, and  also  consume  a  sizable  portion 
of  total  manpower.   Secondly,  if  the  agency 
were  to  be  eliminated,  the  states  would  set 

up  their  own  and  chaos  would  result." 

The  strong  executive  sentiment  in 
favor  of  "sunset"  provision  stems  prin- 
cipally from  the  conviction  that,  in  the 
words  of  one ' corporate  president,  "pro- 
grammatic review  is  as  essential  as  fiscal 
review."  Some  condition  their  support  on 
a  system  whereby  the  "sunset"  review  would 
be  carried  on  by  some  tinit  other  than  the 
issuing  agency.  They  are  less  concerned 
with  the  outcome  of  the  review,  however, 
than  with  what  they  perceive  as  the  ab- 
sence of  any  review.  As  the  constituents 
of  regulatory  bodies,  they  believe  tech- 
nology, competition,  both  domestic  and 
foreign,  as  well  as  public  expectations 
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are  undergoing  changes  that  regulatory 
bodies  should  not  ignore,  but  often  do. 
They  cite  several  instances  when  review 
produced  a  better  situation.  The  chief 
executive  of  a  major  paper  company  be- 
lieves "sunset"  provisions  are  a  "good 
approach  to  environmental  laws,"  citing 
recent  congressional  revisions.  He 

observes:  "Although  Congress  stumbled  in  its 
revision  of  the  air  quality  law,  because  of 
its  preoccupation  with  the  concerns  of  car 
manufacturers,  it  did  improve  the  water  qua- 
lity law.  The  review  and  updating  of  these 
laws  was  a  very  healthy,  informative  and  pro- 
ductive process." 

The  executive  vice  president  of  a  major 
aircraft  firm  notes  that  the  FEA  used  "sun- 
set" rules  on  its  allocation  of  fuel  during 
the  1973-1974  energy  crisis.  "Many  of  these 
regulations,"  he  notes,  "have  expired  on 
schedule,  but  they  would  be  onerous  and  un- 
necessary with  the  changed  situation."  The 
executive  vice  president  of  a  major  dirug 
firm  believes  review  is  particularly  appro- 
priate for  agencies  dealing,  as  the  FDA  does, 
with  "industries  employing  technology  with 
above-average  obsolescence."  Moreover, 
several  executives  observe,  agency  and  court 
decisions  frequently  alter  conditions  in  the 
marketplace  removing  anomalies  that  original 
regulations  were  designed  to  deal  with. 

But  it  is  a  general  review  of  where  the 
agency  is  headed,  how  it  spends  its  money  -- 
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and  for  what  public  benefit  —  that  most  in- 
terests these  corporate  officer.  "I  cannot 
imagine  a  business  operating  without  period- 
ic review  of  its  structure  and  departments," 
notes  the  chief  officer  of  a  communications 
firm.  Concern  is  expressed  by  several  execu- 
tives that  the  review  of  regulations  might 
become  a  case  of  the  agencies  reviewing  each 
other.  Consequently,  they  call  for  public 
hearings,  with  major  Input  from  the  goveimed 
companies .  The  outcome ,  this  group  of  execu- 
tives seem  certain,  would  eliminate  many  use- 
less, misdirected  or  obsolete  requirements, 
reduce  the  reporting  burden  and  improve  re- 
lations between  business  and  government. 

Those  opposed  to  automatic  lapses  for 
regulation,  as  noted,  are  those  executives 
in  regulated  industries.  Bankers  fear  major 
overhaul  of  reporting  requirements  would 
create  havoc  with  elaborate  data  processing 
systems.  Similarly,  the  chief  executive  of 

an  aircraft  firm  feels  "sunset"  rules  for 
regulations  covering 
/his  industry  are  "not  appropriate".  He  adds: 

."They  have  been  developed  and  changed  over 
the  years  as  the  state  of  the  art  requires." 

An  Insurance  company's  general  counsel 
points  out  that  "most  regulations"  of  his 
Industry  "result  in  compromises  and  many  are 
subject  to  years  of  input  from  our  trade 
associations  and  the  various  companies  that 
are  affected  by  the  regulation.  Many  times 
the  regulation  is  worked  out  in  a  way  favor- 
able from  our  viewpoint.  I  would  not  like 
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to  think  that  some  of  these  regulations  would 
automatically  go  out  of' existence  after  a 
certain  period  of  time."  A  utility  chief 
executive  points  out  his  company,  along  with 
other  utilities,  "Is  necessarily  Involved  In 
capital-intensive,  long-term  projects  which 
must  be  financed  under  regulatory  restraints  . 
Legislation  which  could  directly  or  adversely 
affect  the  financing  of  long-term  energy  pro- 
jects through  the  Inclusion  of  'sunset'  pro- 
visions must  be  guarded  against."  Still 
other  chief  executives  fear  that  agencies 
would  view  rejustlflcatlon  as  an  ideal  opp- 
ortunity to  expand  their  mandate  and  prolif- 
erate regulation. 

While  they  oppose  "sunset"  laws  in  gen- 
eral, this  group  of  executives  support  the 

idea  of  periodic  review  as  a  way  of  lessening 
the  regulatory  burden.  They  do  not  feel, 
however,  that  long-standing  and,  from  their 
point  of  view,  working  regulations  should  be 
threatened  with  automatic  rescission.  An 
officer  of  one  of  the  nation's  major  banks 
claims:   'Vhat  is  needed  is  a  constant  and 
realistic  process  of  regulatory  self-evalua- 
tion; although  one  is  hard  put  to  offer  con- 
structive suggestions  as  to  how  this  may  be 
accomplished.  Probably  an  alert  and  vigor- 
ously outspoken  industry  is  the  best  hope." 


821 

Mr.  Long.  In  over  70  percent  of  these  responses  the  survey  was 
completed  by  the  chief  executive  officer  of  the  firm.  It  provides  us 
with  an  excellent  glimpse  of  the  thoughts  of  these  businesses  and 
their  leaders  with  regard  to  sunset  and  the  related  issue  of  regula- 
tory reform. 

The  survey  reveals  that  there  is  a  wide  variety  of  opinion  among 
the  business  community  as  to  the  best  response  to  these  problems. 

The  Conference  Board,  for  the  benefit  of  the  members  of  the 
subcommittee,  is  a  nonpartisan  research  organization  that  special- 
izes in  business,  economic,  and  public  affairs  issues,  and  through 
one  of  their  fellowship  programs  the  congressional  assistant  pro- 
gram, they  have  educated  many  in  the  business  community  about 
the  workings  of  Congress. 

We  are  grateful  for  their  efforts,  and  I  commend  this  study  to 
the  members  of  the  subcommittee. 

Copies  of  the  final  survey  report  will  be  made  available  to  the 
subcommittee  members  later  in  the  summer. 

Another  organization  that  has  contributed  to  Congress'  under- 
standing of  major  issues  is  the  Committee  for  Economic  Develop- 
ment. 

The  CED  has  just  completed  a  major  study  entitled:  "Redefining 
Government's  Role  in  the  Market  System."  In  that  study  they 
propose  several  measures  to  improve  congressional  oversight. 

Our  next  witness  is  Mr.  William  Eberle.  Mr.  Eberle  chairs  the 
Trustee  Subcommittee  of  the  CED  that  supervised  the  development 
of  this  study,  and  we  are  glad  he  can  be  with  us  today. 

Mr.  Eberle,  we  appreciate  your  staying  with  us.  We  know  that 
you  have  been  under  time  constraints  so  it  is  particulary  appreciat- 
ed. 

Please  feel  free  to  summarize  if  you  care  to.  Proceed  in  whatever 
way  you  see  fit,  and  we  will  incorporate  the  relevant  portions  of 
your  study  in  the  record  as  well  as  your  prepared  statement. 

STATEMENT  OF  WILLIAM  D.  EBERLE,  CHAIRMAN,  SUBCOMMIT- 
TEE ON  REGULATION  AND  THE  ROLE  OF  GOVERNMENT  IN 
THE  ECONOMY,  COMMITTEE  FOR  ECONOMIC  DEVELOPMENT 

Mr.  Eberle.  I  appreciate  the  opportunity  to  be  here  to  support 
the  intent  of  the  legislation  that  is  before  your  committee. 

I  might  add  that  I  appreciate  the  full  text  of  my  statement  being 
put  into  the  hearing  record. 

I  would  like  to  summarize  the  major  points  in  my  statement. 

CED  is  made  up  of  200  trustees  who  are  chief  executives,  from 
both  small  and  large  corporations  and  university  presidents.  CED 
includes  people  who  have  been  on  both  sides  of  the  fence  such  as 
Roy  Ash  who  has  been  both  in  business  and  in  the  Government, 
former  Congressman  Joe  Barr,  and  myself,  as  special  trade  repre- 
sentative and  former  speaker  of  the  Idaho  House.  Our  subcommit- 
tee unanimously  agreed  that  the  current  process  of  Government 
intervention  into  the  economy  is  not  working. 

We  addressed  the  question:  How  do  we  get  the  political  process 
to  work? 

Although  I  can  agree  with  much  of  what  was  said  before  me 
today,  I  am  not  so  pessimistic  about  what  Congress  can  do  to 
improve  the  policymaking  process. 
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Let  me  say  first  of  all  that  our  study  points  out  that  over  the 
last  20  years  there  has  been  a  tremendous  transfer  of  resources 
from  the  private  sector  to  the  public  sector. 

Government  expenditures  have  increased  from  one-quarter  to 
one-third  of  the  total  gross  national  product. 

There  was  a  general  agreement  among  the  academics,  and  those 
in  the  business  community  who  worked  together  on  this  study  that 
unless  we  can  find  a  better  interface  between  Government  inter- 
vention, and  the  market  system  this  country  is  not  going  to  meet 
either  its  economic  goals  or  its  social  needs. 

There  has  just  been  too  much  of  the  "ad  hocery"  excessive  inter- 
ference in  the  economy  and  not  just  in  the  form  of  regulation,  but 
also  in  tax  expenditures,  Government  direct  expenditures,  loan 
guarantees— the  whole  range  of  intervention  into  the  economy. 

Our  subcommittee  falls  on  the  side  that  says  there  has  been  a  lot 
of  good  from  Government  involvement,  but  there  still  must  be  a 
way  to  get  some  balance  between  Government  and  the  market 
system. 

Today,  I  will  try  to  explain  some  of  the  issues  that  we  focused  on, 
as  well  as  comment  on  what  these  bills  would  do  if  enacted. 

I  would  like  to  offer  for  the  record  at  this  time  a  summary  of 
CED's  approach,  compared  to  all  of  the  bills  before  this  committee 
on  the  same  subject. 

Mr.  Long.  It  will  be  accepted  and  made  a  part  of  the  record. 

[The  summary  referred  to  by  Mr.  Eberle  follows:] 
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Mr.  Eberle.  The  CED  believes  in  the  comprehensive  approach.  I 
heard  a  lot  about  pilot  programs  today,  and  although  I  am  sympa- 
thetic to  that  view,  there  is  a  better  way  to  deal  with  the  problem. 

We  have  taken  the  approach  that  says  not  only  evaluate  existing 
policies,  but  if  new  programs  are  to  be  put  on  the  books  there 
ought  to  be  a  screening  process  similar  to  the  review  process.  If  you 
don't  have  the  screening  process,  which  incidentally  could  help  set 
the  ground  rules  for  the  review  process,  you  simply  are  going  to 
make  your  task  tougher  in  the  long  run. 

First  of  all,  what  should  be  subject  to  the  review  process? 

We  believe  a  major  weakness  of  H.R.  2  is  that  all  categories  of 
expenditure  programs,  indirect  incentive  programs  and  regulations 
are  not  subject  to  a  screening  and  periodic  review  process. 

We  are  concerned  that  the  bill  really  is  not  comprehensive.  In 
fact  about  40  percent  of  the  Government's  Federal  budget  would  be 
excluded  under  the  review  process  proposed  in  H.R.  2. 

Second,  is  the  question  of  the  treatment  of  tax  incentives.  I  won't 
go  into  it  in  detail;  however,  I  do  think  that  the  present  system  of 
review  by  the  Ways  and  Means  Committee  and  the  Senate  Finance 
Committee,  along  with  the  Budget  Committee  is  adequate,  and 
should  be  continued.  I  think  that  is  the  kind  of  technical  area  that 
should  be  charged  to  those  committees. 

The  third  area  of  concern  is  the  notion  that  Congress  and  the 
administration  should  look  at  only  the  major  programs.  We  have 
suggested  a  $100  million  impact  as  the  cutoff  criteria.  That  size  of 
impact  may  be  too  low  to  start  with.  You  may  want  to  raise  it. 

I  only  suggest  to  you  that  if  you  only  examined  a  few  pilot 
programs  for  review,  you  would  have  a  difficult  job  selecting  which 
pilot  projects  to  take  on.  You  should  adopt  a  comprehensive  ap- 
proach to  all  programs  but  set  some  kind  of  an  impact  level  which 
would  allow  you  to  pick  up  the  major  ones.  Once  these  were  re- 
viewed and  screened.  I  am  sure  all  other  programs  would  be  affect- 
ed. 

Fourth:  How  should  new  proposals  be  screened? 

Again,  there  are  some  bills  before  this  Congress  that  attempt  to 
do  this.  However,  H.R.  2  only  reviews  existing  policies.  I  think  the 
process  ought  to  be  applied  in  both  cases — new  programs  as  well  as 
existing  programs. 

There  are  three  separate  facets  of  this  review  process.  One  is 
Congress,  one  is  the  independent  regulatory  agencies,  and  the  last 
is  the  executive  branch. 

First  of  all  we  have  set  forth  a  proposal  that  objectives  ought  to 
be  stated.  We  don't  think  that  H.R.  2  and  H.R.  65  do  the  job 
adequately.  We  know  the  experience  with  inflationary  impact 
statements,  and  we  must  avoid  their  weaknesses. 

On  page  108  of  our  study,  we  propose  a  series  of  criteria  that 
ought  to  be  answered,  both  for  the  review  of  existing  programs  and 
in  the  screening  process  for  proposed  policies. 

We  are  suggesting  that  these  criteria  be  put  in  the  legislative 
history  accompanying  any  new  laws  in  this  area. 

What  is  the  policy  objective?  Will  the  policy  increase  competi- 
tion? Is  the  Government  action  required  because  the  market  is 
producing  some  undesirable  side  effects? 
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What  are  the  side  effects?  What  effect  will  it  have  on  technology 
and  innovation? 

What  are  the  social  and  political  goals?  Is  the  Government's  goal 
feasible? 

The  point  of  all  of  this  is  to  determine  if  the  costs  and  benefits 
have  been  taken  into  account  and  if  the  policy  goals  are  going  to  be 
acheived. 

What  we  are  suggesting  is  a  common  format  by  which  the  crite- 
ria would  be  spelled  out.  This  format  requires  you  to  change  not 
only  the  review  process  for  existing  programs  but  also  the  screen- 
ing process  for  new  programs. 

Once  you  have  decided  that  those  criteria  had  been  met,  then 
you  have  a  second  set  of  criteria,  which  determines  what  "kind"  of 
techniques  should  be  used  to  achieve  the  policy  goal. 

Again,  before  intervening  directly,  some  questions  should  be  con- 
sidered: Should  the  Government  educate  the  public?  Is  there  a 
better  way  of  going  about  it?  If  not,  should  you  try  to  use  incen- 
tives and  disincentives  within  the  market  system  or  should  you 
select  the  least  desirable  technique — a  command  and  control  ap- 
proach? 

There  are  examples  of  these  kinds  of  approaches,  and  I  suggest 
that  lectures  by  Charles  Schultze  before  he  joined  the  Carter  ad- 
ministration, point  the  way  to  saving  the  economy  many  millions 
of  dollars. 

The  questions  are:  What  is  the  cost  of  doing  this?  And  how  do 
you  insure  compliance? 

I  do  concur  that  there  are  a  lot  of  problems  in  this  area  that  one 
has  to  look  at,  but  I  would  suggest  that  effective  compliance  re- 
quires independent  review. 

In  the  case  of  the  initial  screening,  for  Congress,  the  CBO  would 
determine  whether  there  is  adequate  information  by  the  propo- 
nents of  this  legislation  showing  that  they  have  met  the  criteria, 
not  that  the  critera  is  right  or  wrong,  but  simply  that  there  is 
adequate  information  available  upon  which  there  can  be  an  in- 
formed public  policy  decision. 

We  recommend  the  same  approach  within  the  executive  branch 
and  suggest  0MB  insure  compliance. 

Before  you  have  a  public  hearing,  you  at  least  know  the  ground 
rules  of  what  they  are  trying  to  achieve  are. 

Let  me  move  on  to  the  question  of  assessing  the  effectiveness  of 
existing  policies. 

In  this  respect  H.R.  65  relies  entirely  on  the  agencies  to  evaluate 
their  own  programs. 

We  think  program  evaluation  should  be  the  result  of  specific 
independent  tests  of  the  program's  impact,  on  the  problem.  We 
doubt  whether  sunset  legislation  cutting  off  programs  on  a  particu- 
lar date — would  necessarily  result  in  independent  evaluations. 

We  believe  that  it  is  better  to  have  an  oversight  process  which 
forces  a  review  of  the  major  programs,  not  agencies  but  major 
programs  within  agencies.  Second,  you  must  get  the  major  issues 
and  results  of  evaluations  before  the  public  today.  This  will  influ- 
ence whether  programs  are  phased  out.  An  absolute  mandatory 
cut-off  date  is  unlikely  to  achieve  this  goal. 

How  would  you  proceed  to  get  this  done? 
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First  of  all  we  think  H.R.  65,  is  going  to  have  to  concentrate  on 
major  programs.  It  must  include,  the  off-budget  items,  which  are 
growing  at  approximatley  $80  billion  a  year.  To  leave  those  out  of 
the  process,  it  seems  to  us,  is  a  mistake. 

Including  all  of  these  major  programs  would  give  greater  control 
over  the  future  benefits. 

In  this  respect,  the  CED  policy  suggests  that  the  5-year  estimates 
of  each  program  be  included  in  the  budget  resolutions  within  the 
budget  review  process,  so  that  this  becomes  the  basis  on  which 
future  funding  would  be  decided. 

An  additional  issue  is  how  the  results  of  the  evaluation  will  be 
made  part  of  the  review  process.  As  you  know,  the  oversight  proc- 
ess is  simply  not  working  effectively  today. 

The  agencies  come  in  with  their  facts  which  you  have  to  rely  on, 
and  you  simply  don't  have  the  ability  to  be  sure  these  assessments 
are  objective  enough  to  allow  you  to  have  a  public  policy  debate  on 
them. 

In  order  that  the  annual  oversight  be  an  effective  oversight  we 
suggest  that  each  agency  on  a  regular  basis  submit  to  Congress  a 
major  review  under  this  sunset  approach. 

The  agencies  would  provide  a  report  or  analysis  based  on  the 
criteria  that  I  have  talked  about  earlier. 

You  would  also  ask  either  the  GAO  or  the  CBO  and  the  Budget 
Committees  to  give  you  an  independent  analysis  of  the  evaluation 
report  so  the  review  committees  will  have  two  independent  analy- 
ses to  examine. 

The  Rules  Committee,  would  also  have  a  role  in  the  policymak- 
ing process.  For  new  legislative  proposals,  the  Rules  Committee 
would  certify  that  the  legislative  committee  has  responded  to  the 
criteria  we  recommend.  The  oversight  committee  would  take  sever- 
al steps  to  insure  that  their  review  resulted  in  policy  changes: 

First,  publish  their  findings  and  say  whether  they  agree  or  dis- 
agree with  the  recommendations  of  the  agency. 

Second,  make  these  findings  public  and  send  them  to  the  appro- 
priate committees. 

We  believe  that  publicizing  the  response  to  the  evaluation  of  the 
program  is  crucial.  This  is  important  since  the  majority  of  the 
public  agree  that  the  intervention  of  Government  has  simply  gone 
too  far,  and  although  they  believe  there  have  been  very  many 
benefits  that  come  out  of  these  programs,  there  has  got  to  be  some 
changes. 

If  the  public  is  involved  it  will  give  Congress  the  kind  of  support 
necessary  to  make  the  decisionmaking  system  work  and  make  the 
review  system  work  as  well. 

Mr.  Chairman,  on  the  regulatory  form,  title  V  of  H.R.  2,  I  sug- 
gest  

Mr.  Long.  Before  you  get  to  that,  could  I  raise  one  question? 

Mr.  Eberle.  Sure. 

Mr.  Long.  Perhaps  I  misunderstood  something. 

The  procedure  that  you  are  outlining,  will  it  be  applicable  to  the 
review  of  tax  expenditure  programs  by  the  Senate  Finance  Com- 
mittee and  the  House  Ways  and  Means  Committee? 

Mr.  Eberle.  We  would  suggest  that  the  same  criteria  be  used  but 
as  part  of  their  normal  process  for  review. 


834 

Mr.  Long.  Rather  than  part  of  the  process  that  you  just  out- 
hned? 

Mr.  Eberle.  That  would  be  correct. 

Mr.  Long.  But  you  prefaced  your  whole  approach  by  saying  that 
there  was  a  general  consensus  that  the  current  review  system  was 
not  adequate? 

Mr.  Eberle.  Again  I  tried  to  cover  it  too  fast. 

The  reason  for  it  is  that  these  policies  are  brought  up  for  discus- 
sion and  review  at  least  every  few  years. 

Accordingly,  we  believe  that  the  existing  committees  are  the 
place  that  the  criteria  should  be  used,  because  the  review  system  is 
working  reasonably  well  on  these  tax  expenditure  policies. 

Mr.  Long.  Would  the  Congressional  Budget  Office  participate  in 
the  review  of  tax  expenditures  by  Ways  and  Means  and  Senate 
Finance? 

Mr.  Eberle.  We  would  suggest  that  an  independent  review  could 
be  made  part  of  that  process,  but  this  could  be  done  by  existing 
committees  which  handle  tax  expenditures. 

Mr.  Long.  All  right. 

Thank  you. 

Mr.  Eberle.  Again,  we  are  suggesting  in  the  regulatory  reform, 
that  the  "sunsetting"  be  a  sunset  review  rather  than  a  sunset 
determination. 

Second,  that  10  years  is  a  very  long  period  of  time.  Congressional 
oversight  on  a  5-  or  6-year  cycle  of  major  programs  will  probably 
get  the  job  started  and  make  it  more  effective. 

Let  me  close  by  saying  that  we  believe  and  we  debated  this  whole 
issue,  that  there  are  certain  things  that  can  be  done  within  the 
existing  process  which  will  make  it  better  than  what  we  have 
today.  However,  if  the  political  will  is  not  there  to  carry  it  out,  no 
process  will  work. 

We  have  tried  to  weave  in  an  approach  based  upon  our  collective 
experience  in  dealing  with  the  Government  and  our  experience  in 
being  part  of  Government.  We  believe  that  if  you  don't  have  crite- 
ria for  when  to  regulate  and  don't  put  a  much  stronger  emphasis 
on  the  sunrise  side,  that  all  you  do  is  create  more  problems  at  the 
review  stage.  If  you  can  start  to  improve  the  sunrise  stage  you 
have  taken  a  major  step  forward.  Once  these  criteria  are  linked 
together,  for  both  review  and  sunrise,  this  will  result  in  a  compre- 
hensive approach. 

And,  last,  no  system  will  not  work  without  the  political  will.  We 
believe  incentives  or  disincentives  are  necessary  in  order  to  help 
you  and  Congress  do  a  better  job  just  as  independent  evaluations 
are  necessary. 

It  is  true  that  you  have  the  same  people  who  are  supporting  it  or 
are  against  it  are  up  here  lobb5dng  for  their  particular  entity.  We 
believe  the  CED  recommendations  provide  a  framework  for  a 
broader  based  public  policy  review. 

I  commend  this  committee  for  taking  on  this  subject  and  I  hope 
you  will  come  up  with  meaningful  reforms  which  are  important  for 
this  country. 

[Mr.  Eberle's  prepared  statement  follows:] 
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WILLIAM  D,  EBEKLE 


CSiaixman,  Subccmnit'tee  on  Regulation  and 
the  Role  of  Government  in  the  Economy 
Comnittee  for  Economic  Development 


«n 

Sunset  Act  of  1979  CBR.  2) 
and 
Legislative  Oversight  Act  of  1979  (HR,  65) 

before 

SUBCCMMXTTEE  ON  THE  LEGISLATIVE  PROCESS 
COMMirrEE  ON  ROLES 

DNITED  STATES  HOUSE  OF  REPRESENTATIVES 
July  30.,  1979 


My  name  is  William  Eberle,  Memaging  Partner,  Robert  Weaver  Associates, 
and  I  am  pleased  to  have  this  opportunity  to  testify  in  support  of  the  intent 
of  the  legislation  before  your  coomittee.  Over  the  past  two  years,  X  have 
chaired  a  subconmiittee  of  the  Committee  for  Economic  Development  (CED)  which 
has  studied  the  growth  of  regulation  and   other  forms  of  government  involvement 
in  the  economy.  As  you  know,  CED  is  a  nonprofit  organization  con^posed  of 
scoie  two  hundred  promi nent  corporate  executives  and  university  presidents. 
CED  initiated  its  study  because  of  the  trustees'  concern  for  improving  the 
long-term  performsmce  of  the  U.S.  economy.  As  a  result  of  this  work,  last 
week  CED  released  its  National  Policy  Statement  on  Redefining  Government's 
Role  in  the  Mcirket  System.  This  policy  statement  deals  with  the  growth 
of  government  in  the  economy  and  its  impact  on  the  functioning  of  the 
market  system. 
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Mr.  Chairman,  over  the  past  20  years,  there  has  been  an  enormous 
transfer  of  resources  from  the  private  sector  to  the  public  sector. 
Government  expenditure  is  now  almost  equal  to  one-third  of  our  GNP  compared 
to  one  quarter  20  years  ago,  indirect  incentive  programs  (loans  and  loan  guarantees) 
are  increasingly  drawing  capital  from  the  private  sector  and  regulations 
are  in5)osing  substantial  costs  on  business  and  consumers  to  meet  public 
policy  goals. 

In  my  capacity  as  chairman  of  the  CED  subcommittee  which 
drafted  this  policy  .statement,  I  must  tell  you  that  our  analysis  has 
resulted  in  a  broad  consensus  among  business  executives  and  academicians 
that  government  expansion  has  seriously  eroded  the  effectiveness  of  markets. 

While  some  of  this  transfer  of  resources  from  the  private  sector  has 
provided  benefits,  excessive  interference  with  the  market  system  has 
resulted  in  enormous  costs  to  society  by  contributing  to  inflation  through 
raising  costs  of  production,  reducing  productivity  and  technological 
innovation,  and  reteirding  economic  growth  —  very  often  without  achieving 
sufficient  benefits. 

This  CED  consensus  seems  to  be  supported  by  public  opinion  polls 
which  show  that  a  majority  of  the  American  people  believe  that  many  important 
and  positive  benefits  have  resulted  from  government  expenditure  programs, 
regulation  euid  incentive  programs.  But  a  majority  of  these  same  supporters 
of  government  involvement  also  feel  that  in  many  cases  the  cost  of  these 
policies  now  outweighs  the  benefits. 

The  American  people  are  increasingly  concerned  about  the  cost 
of  government  amd  there  Is  now  a  growing  understanding  that  social 
progress  depends  upon  economic  progress.  Unless  government  policy  strikes 
a  balance  between  fostering  the  market  system  and  improving  social  policies, 
the  nation  will  achieve  neither  its  social  nor  Its  economic  objectives. 

Mr.  Chairman,  I  am  therefore  delighted  that  the  Congress  has 
taken  up  the  challenge  of  improving  the  policy  process  so  that  we  can 
modify  and  improve  government  policies  which  are  justified  and  eliminate 
those  which  are  not.  The  CED  policy  statement  reccnmtends  changes  which, 
in  many  cases,   are  similar  In  intent  to  the  legislation  before  this  sub- 
committee. The  CED  policy  statement  on  Redefining  Government's  Role  in  the 
Market  System  suggests  what  our  business  and  academic  trustees  consider 
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are  more  effective  ways  to  deal  with  the  problem  of  grtjwing  government 
involvement  in  the  economy.   I  wish  to  s\ibmit  for  the  record  a  comp«u:ison 

of  the  simileurities  and  differences  between  the  CED  approach  and  HR.  2  and 
S.  65.  TIhe  remainder  of  my  testimony  will  concentrate  on  the  reasons 
why  we  differ  from  some  features  of  the  proposed  legislation  you  are 
reviewing. 

The  CED  policy  statement  proposes  two  major  stages  in  the  review 
of  public  policies:  The  first  stage  is  to  screen  and  design  proposals 
for  government  involvement  and  the  second  consists  of  a  periodic  (every 
5  or  6  years)  review  of  existing  policies.   The  Sunset  approach  relies 
on  positive  acticxi  prior  to  the  reauthorization  of  existing  policies.  We 
believe  that  the  Sunset  approach  has  the  potential  weakness  of  specifying 
such  drastic  action  that  it  will  not  be  carried  out.  On  the  other  hand, 
there  is  also  the  possibility  that  some  programs  might  unintentionally 
be  eliminated  because  they  are  inadvertently  not  reauthorized. 

I.  Policies  Subject  to  New  Process 

Our  trustees  feel  that  all  categories  of  e:Q>endlture  programs, 
indirect  incentive  programs  and  regulations  should  be  subject  to  the  CEO 
screening  and  periodic  review  process.  We  etre  therefore  especially  concerned 
that  HR.  2  exengts  most  of  the  extremely  large  entitlement  programs.  There 
is,  of  course,  a  legitimate  reason  for  guarsuiteeing  the  continuation  of  entitle- 
ment programs  in  some  form  since  individuals  base  their  decisions  on  the  expecta- 
tion of  futiire  benefits  from  entitlement  programs.  But  this  is  no  reason  to 
exclude  such  progr2uns  from  an  evaluation  of  their  effectiveness. 

As  you  know  ,  Mr.  Chairman,  the  exclusions  in  HR.  2  mean  that 
almost  40  percent  of  the  Federal  Budget  will  be  excluded  from  the  review 
process.  There  is  nothing  sacrosanct  a&out  the  size  and  design  of  public 

entitlement  programs.  They  are  certainly  not  perfect  and  in  fact  many 
of  them  have  been  criticized.  Onless  these  programs  are  included  in  the 
new  policy  process, control  of  the  growth  of  expenditure  programs  will  not 
be  achieved  and  we  will  have  lost  am  opportunity  to  make   them  more  effective. 

The  treatment  of  tax  incentives  is  associated  with  the  exen^tion 
issue.  As  you  can  imagine  Mr.  Chairman,  there  was  considerc±>le 
debate  over  this  issue  within  our  si;ibccnmiittee .  Our  policy  statement 
contains  a  lengthy  description  of  the  increasing  use  of  this  policy 
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instrument.  Me  believe-  this  is  generally  a  very  useful  technique  for 
achieving  the  goals  of  public  policy  since  it  works  witJi  the  market 
system  rather  than  against  the  market  system.  At  the  same  time  we  are 
concerned  about  the  growth  of  tax  incentives.  We  should  be  certaiin  that 
they  are  achieving  their  purpose  and  for  that  reason  should  be  subject  to 
review. 

Tax  incentives  are  not  only  important  policy  instruments  for 
achieving  a  broad  range  of  policy  goals.  They  are  also  an  important 
component  of  our  monetary  and  fiscal  policies.   As  such,  they  should  be 
reviewed  in  conjunction  with  the  periodic  review  of  other  tax  policies 
aimed  at  economic  stabilization. 

As  you  know,  CED  has  long  supported  the  need  for  a  flexible 
fiscal  policy  to  meet  the  macroeconomic  goals  of  the  nation  —  moderate 
economic  growth  without  inflation.   Consequently,  while  CED  recognizes 
the  need  to  evaluate  this  feature  of  tax  policy,  the  trustees  felt  that 
5  or  6  years  was  too  long  a  span  of  time  to  assess  the  growth  of,  and 
changes  in,  the  components  of  this  peirticular  policy  instrument.  Because 

special  tax  arrsmgements  are  especially  powerful  tools  of  economic  policy, 
we  felt  they  should  be  selectively  reviewed  more  frequently. 

In  our  policy  statement,  we  therefore  recomoend  that  the 
evaluation  of  special  tax  arrangements  be  done  by  the  Senate  Finance 
Committee  and  the  House  Ways  and  Means  Committee  and  that  the  budget 
committees  play  a  role  in  reviewing  this  policy  instrument  within  their 
authority  under  the  1974  Budget  Reform  Act. 

A  third  issue  concerning  the  programs  to  include  in  the  new 
policy  process  is  whether  all  programs  or  only  those  with  a  significcint 
impact  should  be  covered.  We  strongly  believe  that  HR.  2  and  HR.  65  should 
not  attengt  to  include  all  programs.  We  propose  a  $100  million  impact 
standard  exemption  which  is  also  contained  in  several  regulatory  reform 
proposals.  Even  a  $100  million  limit  may  even  be  too  low.   It  is  essential 
that  the  new  process  should  not  be  overloaded  with  the  reviewing  programs 
of  relatively  miner  importance.   Once  we  have  some  experience  with  the  new 
review  process  we  can  always  change  the  limit. 

We  believe  that  a  strengthened  budget  process  as  suggested  in 
our  policy  statement  or  by  incorporating  some  of  the  concepts  in  S.  65 
will  provide  a  useful  review  of  the  relatively  minor  programs. 
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II.   Screening  New  Policy  Propos2J.3 

Once  policies  are  well  established  through  expendittire  programs, 
loem  progrcuns  or  regulations  it  is  often  cpiite  difficult  to  change  them. 
Each  progr2un  develops  its  own  constituency  in  which  the  beneficiaries 
and  the  agencies  implementing  the  programs  have  an  interest  in  continuing 
or  expemding  the  program.  We  must  therefore  avoid  institutionalizing 
policies  which  are- likely  to  be  ineffective  and/or  impose  unnecessary  costs 
on  the  economy. 

We  believe  that  it  is  important  to  prevent  potentially  harmful 
policies  from  bleng  implemented.   Since  HR.  2  only  reviews  existing  policies, 
we  feel  the  lack  of  a  screening  process  for  new  policies  is  a  deficiency 
in  the  bill.   In  this  respect  HR.  65  is  preferable. 

The  CEO  screening  process  consists  of  the  following  main  components: 

A.  Stating  the  Objectives 

Like  HR.65,  the  CED  study  points  out  that  objectives  of  proposed 
policies  must  be  stated  in  a  form  which  will  permit  future  evaluation. 
Wherever  possible,  these  objectives  should  be  presented  quantitatively. 
When  the  new  policies  are  proposed  with  the  objectives  stated  in  vague 
general  language,  it  is  extremely  difficiilt  for  the  public  and  policy  meikers 
to  know  when  and  if  policy  goals  are  being  achieved.   Objectives  must  there- 
fore be  stated  in  specific  language. 

B.  Estimating  the  Potential  Impact  of  Policy 

The  CED  Subcommittee  supports  HR.65's  concept  of  requiring  pro- 
ponents of  programs  to  estimate  the  economic  and  social  impact  of  their 
proposal.  We  feel  that  in  addition  to  providing  information  on  the  specific 
goals  of  the  policy  the  public  should  have  information  on  the  expected  impact 
on  major  economic  objectives  such  as  productivity,  technological  progress, 
inflation  and  economic  growth. 

C.  Guidelines  for  Deciding  When  smd  How  the  Government  Should  be  Involved 

The  CED  policy  statement  points  out  that  if  we  8u:e  to  successfully 
redefine  government's  role  in  the  market  system  we  must  require  proponents 
of  new  policies  to  use  criteria  for  determining  when  government  action  is 
justified.   I  therefore  reconmend  that  these  or  similar  questions  be 
incorporated  as  guidelines  into  the  legislative  history  accompanying  the 
legislation  as  follows; 
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1.  Which  type  of  market  limitation,  if  any,  is  the  government 
atten^ting  to  correct?   If  so: 

Ca)   What  is  the  policy's  objective? 

(b)  Will  the  policy  increcise  competition  by  limiting  restrictions 
on  entry,  or  improving  information,  or  eliminating 
restraints  on  price  mechemism? 

(c)  Is  government  action  required  because  the  aiarket  is  producing 
some  undesirable  side  affects? 

td)  .What  impact  will  this  have  on  other  overall  economic 

r 

objectives  such  as  improved  technological  innovation, 
satisfactory  economic  growth,  reducing  the  rate  of  inflation, 
high  employment? 

2.  What  social  ax\d/oz   political  goal  is  the  government  seeking? 
ta)   What  is  the  policy's  objective? 

(b)  In  what  manner  will  the  benefici2tries  gain? 

(c)  Which  citizens  will  bear  the  cost? 

Cd]   What  impact  will  this  have  on  other  overall  economic 
objectives? 

3.  Is  government's  goal  feasible? 

Ca)   Could  the  stated  goal  of  the  proposed  government  involve- 
ment be  achieved  more  efficiently  by  eliminating  an 
existing  government  involvement? 

(b)   Can  the  stated  goal  be  achieved  by  any  practical  govern- 
ment action? 

4.  What  will  the  stated  goal  cost? 

Ca)   What  are  the  proposal's  probable  side  effects  end  what 

will  they  cost? 
(b)   How  do  the  costs  and  hoped-for  benefits  compare? 

Once  proposed  government  action  successfully  satisfies  these 
criteria  and  is  therefore  justified,  we  must  be  sure  that  the  most  effective 
implementation  technique  is  selected.   The  CED  policy  statement  suggests 
the  following  guidelines  for  selecting  and   designing  a  specific  kind  of 
government  involvement  Ccriteria  especially  relevant  for  selecting  cost- 
effective  regulatory  techniques) : 
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—  The  market  mechanlsB  should  be  used  to  achie^^e  policy  goails 
wherever  possible. 

—  Before  Intervening  directly,  the  govemnent  should  educate  the 
•  public  about  the  Issues  and/or  the  institutions  in  question. 

—  (then  policy  makers  want  to  achieve  specific  goals,  they  should 
devise  incentives  and  penalties,  rather  than  dictate  one  path 
that  industry  must  follow  in  order  to  conply. 

—  Whenever  it  is  absolutely  necessetry  for  government  to  establish 
detailed  goals  for  institutions  amd  individuals  to  achieve  within 
the  economic  system,  government  should  avoid  prescribing  how  these 
goals  should  be  met. 

—  Public  production  should  be  used  only  when  no  other  technique 
will  be  more  effective. 

D.  Ensxuring  Compliance  with  the  GuJ-delines 

Mr.  Ouurman,  we  are  all  fully  aware  of  the  ineffectiveness  of 
the  current  inflation  uqpact  statement  requirements  under  the  Rules  of 
the  House.  Many  proponents  of  new  policies  singly  do  not  take  the  requirements 
of  this  administrative  requirement  seriously.   It  is  therefore  essential  to 
review  the  evidence  presented  when  proponents  of  new  policies  respond  to 
the  criteria  for  determining  whether  or  not  government  involvement  is  justified. 

The  CED  policy  statement  recommends  that  0MB  (or  some  other  unit 
within  the  Executive  Office  of  the  President)  certify  the  quality  of  evidence 
presented  along  witK  proposals  made  by  the  executive  brandi.   For  proposals 
emerging  from  legislative  committees  within  the  Congress,  we  suggest  that 

the  Rules  Ccnmittee,  with  the  assistance  of  either  CBO  or  GAO,  must 
certify  that  legislative  proposals  have  presented  adequate  evidence  to 
meet  the  screening  criteria.   For  proposals  emerging  from  the  independent 
regulatory  agencies ,  we  believe  that  either  CBO  or  GAO  should  review  the 
quality  of  the  evidence  and  report  their  findings  to  the  public  hearing 
required  before  major  new  regulations  aire  implemented. 

Mr.  Chairman,  I  believe  that  if  procedures  similar  to  the  ones 
CED  is  recommending  are  incorporated  into  the  final  legislation,  m2uiy 
potentially  harmful  public  policies  would  be  avoided.   I  hope  you  will  do  every- 
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«-Ti<ng  possible  to  include  these  concepts  in  the  final  version  of  sunset 
legislation. 

III.  Assessing  the  Effectiveness  of  Existing  Policies 

Mr.  Chairman,  in  our  view  the  key  to  reviewing  existing  policies 
is  to  produce  a  reasonably  independent  evaluation  of  program  effectiveness 
and  maJce  sure  that  the  results  of  the  evaluation  report  are  included  in 
the  debate  preceding  policy  decisions  on  the  future  of  each  major  policy. 
In  this  respect,  I  believe  that  both  HR.  2  and  HR.  65  should  be  strengthened. 
HR.65  relies  entirely  on  the  agencies  responsible  for  the  programs 
and  HR.  2  is  too  vague  and  only  applies  to  "selected"  programs.   In  addition, 
under  HR.  2  there  is  no  requirement  that  the  results  of  any  evaluation 
report  be 'included  in  the  decision  making  process  about  the  future  of  programs. 

CED  believes  that  an  evaluation  report  should  be  prepared  for 
the  oversight  hearings  on  major  policies  Cor  groups  of  policies)  and 
that  oversight  hearings  are  held  at  least  every  5  or  6  years.   C30,  the 
budget  committees  and  the  appropriations  committees  should  be  invited  to 
commend  on  the  evaluation  reports  and  the  oversight  committee  must  say 
whether  or  not  it  agrees  with  the  evaluation  report.  One  of  the  current 
problems  with  the  way  the  oversight  process  now  works  is  not  that  there  ■ 
are  no  relevant  evaluation  studies.  Evaluation  reports  on  program  effective- 
ness are  often  available.  The  problem  is  that  the  oversight  committees  simply 
do  not  utilize  them  or  choose  to  ignore  the  results  of  these  reports. 
I  therefore  hope  Mr.  Chairman,  that  your  subcooinittee  will 
recoBnnend  that  the  fineil  legislation  include  provision  for  independent 
evaluation  of  existing  policies  and   a  strengthened  oversight  process 
which  uses  the 'evaluation  results. 

IV.  Strengthening  the  Congressional  Budget  Process 

HR.  65  has  many  desirable  features  and  if  enacted  would  significantly 
improve  the  Congressional  Budget  Process.  By  including  all  programs  it 
may  be  placing  a  considerable  workload  on  the  budget  committees.   It 
might  be  much  nore  practical  to  apply  the  HR.  65  concepts  to  "major"  programs. 

One  of  the  problems  with  both  HR.  2  and  HR.  65  is  that  it  is 
unclear  how  the  growth  and  effectiveness  of  "off  budget"  items  eure  going  to 
be  reviewed.  We  strongly  support  the  Administration's  proposal  to  place 
"ceilings"  on  current  "off  budget"  expenditures  and  have  these  programs  reviewed 
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along  with  the  Regular  budget  process.   In  addition,  the  CED  policy  state- 
ment calls  for  a  thorough  review  of  the  effectiveness  of  all  existing 
"off  budget"  programs.   "Off  budget"  programs  are  now  growing  at  an  annual 
rate  of  approximately  $80  million  per  year  and  neither  the  executive  branch, 
nor  the  Congress  have  amy  control  over-«thelr  growth. 

We  edso  believe  that  there  should  be  greater  control  over  the 
future  costs  of  expenditure  programs.   The  CED  policy  statement  points 
out  that  in  this  respect  the  Intent  of  the  1974  Budget  Reform  Act  has  not 
been  Implemented.  .We  therefore  strongly  recommend  the  5  year  estimates 
of  projected  budget  expend! ttires  of  new  programs  be  incorporated  into 
the  First  Budget  Resolution.  For  these  programs  this  would  make  these 
future  year  estimates  provisional  budget  ceilings.   Iliis  implementation  of 
the  intent  of  the  Budget  Reform  Act  would  constitute  em  in^ortant  step 
towards  controlling  the  growth  of  expenditure  programs. 

V.  Ensuring  Response  to  the  I^valuation  of  Policies 

The  CED  reccinmendatlons  include  two  Is^jortant 'proposals  to  publicize 
the  results  of  reviews  of  the  effectiveness  of  existing  programs.  We 
strongly  support  Title  VI,  Government  Accountability,  of  HR.  2.  The 
executive  branch  must  be  required. to  present  Congress  euid  the  public  with 
its  own  ranking  of  program  effectiveness.   Title  VI  will  force  those  responsible 
for  administering  policies  to  focus  on  the  most  ineffective  programs, 
d^rovement  in  the  management  of  government  programs  will  only  be  achieved 
when  program  effectiveness  becooies  part  of  the  public  policy  debate. 
Public  debate  ovex  program  effectiveness  Is  essential  for  improving  the 
perfoxnemce  of  public  policies  since  this  is  the  only  feasible  substitute 
for  the  market  test  of  efficiency  idilch.  is  one  of  the  strengths  of  the 
private  sector. 

CED's  analysis  of  how  to  modify  euid  improve  government's  role  in 
the  market  system  has  led  us  to  conclude  that  it  is  necessary  to  foctis 
public  attention  on  the  results  of  oversight  hearings.   In  order  to  achieve 
this,  we  recommend  that  each  bouse  prepare  an  annual  oversight  report.  These 
reports  should  contain: 

~  a  stamnary  of  the  major  recoomendations  of  the  evaluation  report 
and  the  recommendations  of  the  oversight  ceomittee 
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~  estimates  df  the  budget  and  private  costs  of  these  recommendations, 
compared  with  the  costs  of  current  programs 

—  a  review  of  the  action  taken  by  the  appropriate  legislative 
committees  and  of  the  response  of  the  Administration    . 

The  contents  of  the  reports  on  the  oversight  of  major  policies 
would  be  brief  scorecards  of  recommended  actions  and  their  financial 
Implications  and  of  the  responses  from  the  appropriate  legislative  committees. 
Congress  as  a  whole,  and  the  Administration. 

The  Government  Operations  Committee  in  the  House  and  the  Governmental 
Affedrs  Committee  in  the  Senate  would  be  responsible  for  preparing  the 
reports.   These  coinnitteea  should  call  upon  GAO,  CBO,  and  CBS  to  assist 
in  designing  a  format  for  the  reports  and  in  preparing  them. 

There  are  several  importemt  reasons  for  Including  this  Information 
in  public  doucments.   Publicizing  the  response  to  an  evaluation  of  program 
effectiveness  prevents  it'  from  becoming  just  another  report  to  be  disre- 
garded by  policy  makers.   Because  the  positions  of  all  the  major  participants 
in  the  review  of  policy  are  clearly  id^tifled,  each  participant  can  be  held 

responsible  for  his  or  her  actions.   At  present,  even  if  oversight 
hearings  result  in  recommendations  for  policy  changes,  it  is  often  difficult 
to  identify  whether  failure  to  implement  change  is  due  to  inaction  within 
Congress  or  within  the  bureaucracy,  which  may  resist  modifying  or  terminating 
long-established  policies.   Finally,  annual  oversight  reports  will  permit ': 
the  public  and  all  parts  of  government  to  know  who  is  responsible  for 
for  continuing,  modifying,  or  terminating  a  given  program  and  whether  he  or 
•he  has  fulfilled  that  responsibility. 

VI.  Regulatory  Reform 

Mr.  Chalrmem,  I  strongly  support  the  Intent  of  Title  V  of  HR.  2. 
Z  suggest,  however,  that  the  concept  of  "sunsetting"  regulatory  agencies  is 
not  very  practical.   What  we  should  try  to  achieve  is  periodic  independent 
evaluations  of  major  regulatory  policies.   Under  Title  V  of  HR.  2  it  will 
be  almost  10  years  before  some  regulatory  agencies  are  reviewed.   The 
Anerlcan  people  should  not  have  to  wait  this  length  of  time  for  the  reform 
of  soma  regulations.   CED  strongly  recommends  that  we  evaluate  major 
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policies,  not  agencies,  and  that  we  adopt  a  5  or  6  year  review  cycle  rather 
than  the  10  year  cycle  propsoed  in  HR.  2. 

Mr.  Chaixman,  in  conclusion  I  encourage  this  subcoimnittee  and 
other  Congressional  canmittees  and  the  Adialnistration  to  develop  the 
basic  legislation  which  will  enable  us  to  develop  procedures  for  controlling 
Ineffective  public  policies.   Oianging  the  process  for  considering  new 
policies  and  reviewing  existing  ones  is,  however,  not  sufficient.   Elected 
officials  must  have  the  will  to  maJte  new  procedures  effective.   The  value  of 
reform  legislation  is  that  it  provides  political  leaders  who  want  to 
iapTOve   public  policies  with  the  legislative  biisis  for  constructive  change. 
Mr.  Chairman,  my  colleagues  and  I  at  the  Committee  for  Econonic  Develpjinent 
hope   that  our  recent  policy  statement  on  Redefining  Government's  Role  in  the 
Maricet  System  will  assist  you  as  you  draft  much  needed  reform  legislation. 
Hr   colleagues  and  I  at  CED  will  be  pleased  to  assist  you  in  this  important 
task. 
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For  further  information; 

Claudia  P.  Feurey 
(212)   688-2063 


FOR  RELEASE:   AM  THURSDAY,  JULY  26,  1979 


WASHINGTON,  D.  C.  —  A  group  Of  national  business  and  education 
leaders  today  proposed  a  new  process  for  reducing  the  regulatory  burden  on  the 
economy  and  helping  free  the  moirket  from  ill-designed  government  constraints. 
The  Research  and  Policy  Committee  of  the  Committee  for  Economic  Development  (CED) 
has  called  for  a  conprehensive  system  of  screening  cind  evaluating  a  wide 
remge  of  government  activities  including  regulation,  direct  expenditures, 
subsidies,  loans  and  loan  guarantees. 

Such  a  new  system  is  needed,  the  Committee  states,  to  check  the 
"largely  unguided  growth  of  government  involvement  in  the  economic  system  that 
is  threatening  the  achievement  of  this  nation's  economic  and  social  goals." 
Excessive  government  actions,  the  Committee  states,  have  imposed  enormous  costs 
on  the  economy,  contributed  to  inflation,  reduced  productivity,  and  retarded 
economic  growth. 

The  statement.  Redefining  Government's  Role  in  the  Market  System, 
points  to  a  new  political  awareness  that  government  red  tape,  mismanagement, 
and  inefficiency  are  severely  hampering  the  government's  own  efforts  to  serve 
the  public  interest.  Business,  government  officials,  labor  leaders,  and  especiedly 
the  public  must  develop  a  better  understanding  of  government's  impact  on  the 
economy,  and  CED  urges  these  groups  to  use  the  political  process  to  develop  a 
system  for  reshaping  government's  economic  involvement. 

The  report  notes  that  numerous  government  activities  are  both 
needed  and  justifiable,  but  aurgues  that  a  more  systematic  effort  is  required 
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to  distinguish  those  that  are  from  tliose  that  are  not.  When  considering 
a  new  policy  proposal,  the  statement  urges  policy  makers  to: 

1.  Set  Criteria.  Any  proposed  action  should  be  subjected  to 
a  set  of  screening  questions  to  determine  if  government  action  is  required 
to  correct  a  market  limitation  or  to  achieve  a  desired  economic  or  social 
goal.   If  government  action  is  needed,  is  it  both  feasible  and  cost  effective? 

2.  Establish  Goals  and  Select  the  Best  Method.  If  government 
action  is  needed,  each  proposed  action  should  include  a  clear  statement  of 
objectives  and  anticipated  results.  The  type  of  government  action  chosen 
should  encourage  the  greatest  possible  reliance  on  the  market  system.  All 
major  policy  decisions  should  spell  out  why  a  particular  method  was  chosen 
over  all  other  availcible  methods. 

3.  Evaluate  Restilts.  The  Administration,  Congress,  and  the 
independent  regulatory  agencies  should  develop  methods  for  assessing  the 
implementation  and  effectiveness  of  major  programs.  Policy  makers  should  see 
that  evaluation  results  of  major  policies  are  made  public,  and  that  ineffective 
policies  are  iit^roved,  modified,  or  terminated. 

The  Committee  also  calls  for  improvements  in  the  Congressional 
budget  process  and  improved  Congressional  oversight  as  a  means  of  exercising 
more  control  over  government  involvement  in  the  economy. 

The  report  was  made  pviblic  by  William  D.  Eberle  of  Robert  A.  Weaver,  Jr. 
and  Associates,  Boston,  who  served  as  Chairman  of  the  CED  subcommittee  that  prepared 
the  report.  Mr.  Eberle  is  a  former  U.  S.  Special  Representative  for  Trade 
Negotiations.  The  Committee  for  Economic  Development  is  a  private,  nonpartisan 
research  and  education  organization  whose  two  hundred  trustees  are  mostly  top 
corporate  executives  or  university  presidents.  Kenneth  McLennan,  CED's  Director 
of  Industrial  Studies,  served  as  project  director.  The  project  was  supported 
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in  part  by  a  grant  from  the  Andrew  W.  Mellon  Foundation. 

Using  the  Political  Process 

The  Committee  contends  that  if  a  system  svich  as  the  one  it 
recoimttends  is  put  into  effect,  it  "will  gradually  stem  the  unproductive  expansion 
of  government  into  the  market  system."  In  addition,  "proponents  of  any  major 
policies  will  learn  to  weigh  what  they  prranise  more  caref xilly . . .  and  to  take 
responsibility  for  ineffectiveness  as  well  as  the  effectiveness  of  any  new  actions." 

The  report  acknowledges  that  "when,  where,  and  how  government  becomes 
involved  in  markets  or  reduces  its  influence  in  markets  axe   always  political 
decisions"  and  that  reform  of  the  government  decision-making  process  must 
therefore  emerge  from  the  political  process.   It  points  out  that  considerable 
bipartis2m  support  for  reform  now  exists  and  that  "there  are  more  and  more 
signals  —  both  from  the  public  and  from  government  itself  —  that  the  country 
is  now  seeking  more  effective  control  over  government  involvement  in  the 
economy . " 

While  noting  that  proposals  for  a  constitutioneuL  amendment  mandating 
a  balanced  budget  and  proposals  for  wider  use  of  sunset  legislation  represent 
serious  attes^ts  to  improve  government,  the  Committee  contends  that  its  process 
would  do  more  than  either  to  achieve  efficient  and  effective  government. 

A  constitutional  amendment  to  balance  the  budget  would  saddle  the 
economy  with  "rigid  expenditure  and  revenue  constraints,"  the  report  notes,  and 
would  sacrifice  the  flexibility  needed  for  effective  macroeconomic  policy.  Also, 
it  points  out  that  budget  ceilings  coiild  be  circumvented  by  resorting  to  off-budget 
authority.   In  euidition,  a  mamdated  budget  would  not  guarantee  the  elimination 
of  the  most  inefficient  government  programs. 

fljore  is  a  role  for  sunset  proposals  in  the  legislative  process,  the 
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report  states,  but  it  notes  that  the  threat  of  "totoLl  and  iianediate  termination" 
is  so  "drastic"  that  it  may  rarely  be  \ised.   In  addition,  if  every  program  is 
made  svibject  to  possible  termination,  it  will  be  impossible  to  thoroughly 
review  all  programs  or  groups  of  programs  before  their  termination  date. 

Using  the  Market  System 
■nie  report  reviews  the  current  policy-making  process  in  both  Congress 
and  the  Executive  Branch.   It  notes  that  much  government  involvement  in  recent 
years  has  been  the  resiilt  of  pressure  from  a  wide  variety  of  special  interest  groups 
urging  the  government  to  "do  something"  to  correct  a  perceived  market  limitation 
or  to  achieve  a  particular  social  or  economic  goal.   "Business,"  it  notes,  "also 
contributes  to  government's  expansion  of  the  market  system  when  it  seeks  controls 
on  costs  and  prices  or  restrictions  limiting  the  entry  of  new  competitors  into 
some  industries • " 

Far  too  often,  the  statement  contends,  government's  reaction  to  such 
pressure  has  been  the  use  of  regulation,  direct  expenditures,  or  subsidies 
that  benefit  some  groups  but  at  a  high  overall  cost  to  the  rest  of  the  economy. 
The  Committee  calls  on  policy  makers  to  "learn  better  ways  of  using 
markets  to  help  achieve  social  goals."  Wherever  possible,  it  urges  government 
to  avoid  dictating  exactly  how  a  desired  result  should  be  achieved.   Instead, 
government  should  "provide  participants  in  markets  with  an  incentive  and/or  penalty 
to  correct  their  own  limitations  and  should  convince  voters  that  they  will  benefit 
from  government  involvement  that  is  cost-effective  and  complements  the  performance 
of  the  markets . " 

More  use  of  mairket  incentives  amd  penalties  could  greatly  increase 
government's  effectiveness  in  dealing  with  such  questions  as  the  environment, 
housing,  transportation,  and  occupational  health  and  safety,  the  report  states. 
"More  and  more  government  effort  is  being  directed  toward  cushioning  individual 
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risks  and  regulation  of  personal  and  institutional  conduct  with  which 
government  was  not  previoiosly  concerned."  To  avoid  economic  distortions 
the  Conmittee  urges  that  the  problems  of  overall  economic  efficiency  and  the 
problems  of  social  equity  be  handled  separately.   It  wairns  against  using 
broad  economic  policies  rather  than  specific  income  supplements  to  achieve 
certain  social  goals.  As  an  example,  the  report  cites  the  economic  difficulties 
that  result  from  maintaining  artificially  low  energy  prices  for  all  in  order 
to  ease  excessive  burdens  on  a  small  segment  of  the  population. 

Further,  the  statement  urges  both  legislators  and  regulators  to 
reconsider  the  enormous  costs  of  trying  to  achieve  the  impossible  goal  of 
a  completely  risk-free  environment.  Attempts  to  achieve  "zero  risk"  as  opposed 
to  acceptable,  realistic  standards  have  "severely  strained  large  segments  of  the 
economy  and  have  contributed  little  additional  environmental  protection,"  the 
report  asserts. 

The  Process 

Setting  Criteria.  When  a  new  policy  is  proposed,  the  Committee 
urges  that  it  first  be  subjected  to  a  series  of  questions  to  determine  if 
government  action  is  both  necessary  and   feasible.  Even  if  a  problem  exists, 
it  might  be  best  handled  by  eliminating  an  existing  government  regulation  or  by 
providing  better  information  to  industry  or  to  consumers .  Government  action 
should  be  considered,  the  report  states,  "only  if  the  market  system  is  clearly 
incapable  of  dealing  with  the  problem." 

It  recommends  that  initially  only  major  new  policy  proposals  be 
subject  to  this  screening  and  to  the  rest  of  the  evaluation  process.  Eventually, 
existing  major  programs  should  also  be  tested  on  a  selective  basis.  The  Committee 
explains  that  as  a  practical  matter,  attempting  to  subject  all  proposals  to 
systematic  review  would  simply  resiilt  in  superficial,  pro  forma  assessments. 
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Establishing  Goals  and  Choosing  Methods.  The  statement  urges 
both  the  President  auid  Congress  to  see  that  any  proposals  for  government 
action  contain  a  clear  statement  of  objectives  and  anticipated  results. 
"Unless  the  objectives  are  stated  in  specific  terms,"  the  Committee  contends, 
"there  will  be  no  stcindards  by  which  to  eissess  success  or  failure." 

Congress  should  also  consider  requiring  every  federeU.  agency 
issuing  regulations  to  take  account  of  broader  economic  objectives.  However, 
the  Committee  notes  that  independent  agencies  may  be  prevented  by  law  from 
taking  these  broader  objectives  into  account.   If  this  is  the  case,  the 
report  calls  on  Congress  to  make  the  necessaury  amendments  in  that  agency's 
enabling  legislation. 

When  implementing  programs  the  Committee  asserts  that  "the  key 
to  in^jroving  government  involvement  is  to  ask  less  of  government  eind  more  of 
the  market  whenever  there  is  a  problem  in  the  economy." 

If  action  by  government  is  necessary,  it  should  first  try  to  achieve 
its  goal  by  using  incentives  and  penalties  rather  than  dictating  one  path  industry 
must  follow.   If  it  is  absolutely  necessary  to  set  defined  goals,    the  report 
urges  government  to  avoid  detailing  exactly  how  these  goals  must  be  met  and  instead 
to  let  the  market  determine  the  most  cost-effective  means  of  meeting  a  specified 
goal. 

The  report  also  recommends  that  all  major  decisions  to  implanent 
government  action  be  accomplished  by  a  clear  explanation  of  why  a  particular 
method  was  chosen  over  other  available  methods. 

Evaluating  Results.  Once  programs  are  adopted,  after-the-fact 
evaluation  is  am  essential  part  of  controlling  government  involvement  in  the 
economy,  the  Committee  states.  The  evaluation  process  should  determine  both 
how  well  a  program  was  implemented  and  how  effective  it  was  at  achieving  its 
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stated  goal. 

The  report  urges  that  each  piece  of  legislation  with  a 
significant  economic  impact  include  funds  for  future  evaluation.  A  specific 
ccnimittee  should  be  assigned  primary  oversight  responsibility  for  that  program 
and  should  see  that  an  outside  independent  group  or  the  General  Accounting 
Office  prepares  an  evaluation  report  for  regularly  scheduled  oversight  hearings. 

The   expiration  and  evaluation  dates  of  interrelated  programs  should 
be  coordinated,  the  report  recommends,  so  that  they  cem  be  compared  and  considered 
together . 

In  addition,  all  executive  agencies  should  submit  periodic 
evaluation  reports  to  the  Office  of  Management  and  Budget.  These  reports  should 
include  recommendations  for  improvement,  modification,  or  termination  of 
paurticular  programs. 

"Successful  evaluation  depends  more  on  the  quality  of  the  personnel 
than  on  their  number,"  the  report  concludes.   It  suggests  that  the 
implementation  of  these  recommendations  would  require  no  new  agencies  or 
bureaucracies.   It  notes  that  most  executive  agencies  already  have  substantial, 
budgets  for  research  and  evaluation.  Modest  additionsil  staff  increases  for 
Congress  may  be  needed  to  strengthen  the  evaluation  capabilities  of  the 
Congressional  Budget  Office  cuid  the  General  Accounting  Office. 

Ensuring  Action.   "Even  when  evaluation  identifies  policy  weaknesses, 
the  decision  to  eliminate  or  modify  programs  has  to  emerge  from  a  political 
environment  in  which  compromise  among  political  interests  may  prevent  any  action 
being  taken,"  the  report  notes,   "It  is  for  this  reason  that  evaluation  resiUts 
must  become  part  of  the  public  debate. . .Ineffective  programs  and  regulations 
may,  of  course,  survive  this  debate,  but  the  failure  of  policy  makers  to  correct 
failures  will  become  more  obvious." 
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Another  way  to  help  f ocvis  attention  on  ineffective  programs ,  the 
Committee  states,  is  to  require  executive  and  independent  regulatory  agencies 
to  publicly  rank  their  major  programs  from  the  least  effective  to  the  most 
effective. 

anproving  Congressional  Procedures 
The  Committee  criticizes  Congress  for  not  fully  exercising  its 
authority  to  control  expenditures  under  the  existing  Congressional  Budget  Impoundment 
and  Control  Act.   It  urges  Congress  to  use  the  Act  to  require  that  each  major 
legislative  progrsun  include  a  detailed  five-year  projection  of  costs.   If  this 
were  done,  the  report  asserts,  it  would  more  cleeurly  identify  the  cumulative 
costs  of  new  expenditure  prograuns,  and  policy  makers  would  be  forced  to  face 
the  "full  implications"  of  their  decisions  at  the  time  they  are  being  made. 

Hie  report  calls  for  improvements  in  the  Congressional  oversight 
process  to  curtail  unjustified  expenditures  and  regulations  and  to  reshape  those 
that  are  justified.  To  ensiore  that  oversight  is  effective,  it  urges  Congress  to 
require  the  Government  Operations  Committee  in  the  House  and  the  Governmental 
Affairs  Committee  in  the  Senate  to  prepare  annual  oversight  reports  indicating  what 
changes  actually  occurred  as  a  result  of  both  favorable  and  unfavorable  evaluations. 
This  would  alert  the  public  to  who  is  responsible  for  the  success  or  failure  of  a 
given  program  and  vrtiether  that  responsibility  has   been  fulfilled. 
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Published  by  the  Resectrch  and  Policy  Committee  of  the  Committee  for  Economic 

Development,  $5.00  paperboxind,  $6.50  hardbound. 


854 


Research  and  Policy  Committee 

chairman:      FRANKUN  A.  UNDSAir 
vice  Chairmen:      JOHN  L  BURNS  /  Education  and  Social  and  Urban  Development 
E.  B.  FTTZCEBALO  /  International  Economy 
HOWARD  C.  PETERSEN  /  Sational  Economy 
WAJfNE  E.  THOMPSON  /  Improvement  of  Management  in  Government 


A.  ROBERT  AfiBOl'D.  Chuirman 
The  Pint  National  Bank  oTChirags 

'ROYU  ASH.  Chainnm 
AM  International,  Inc. 

JOSEPH  W  BARR 
Washington.  O.C. 

HARRY  HOOD  BASSETT.  Chairman 
Southeast  Banking  Corporation 

JACK  F  BENNETT.  Senior  Mce  President 
E.uon  Corporation 

•CHARLES  R  BOWEN.  JR. 
Honorurv'  Chairman 
Booz,  .\llen  tt  Hamilton  Inc. 

JOHN  L  BURNS.  President 
.  John  L.  Bums  and  Company 

•FLETCHER  L  BYROM.  Chairman 
Koppen  Company.  Inc. 

ROBERT  J.  CARLSON 
Senior  Vice  President 
Deere  &  Company 

RAFAEL  CARRION.  JR. 
Chairman  and  President 
Banco  Popular  de  Puerto  Rico 

WILLIAM  S.  CASHEU  JR..  Mce  Chairman 
.American  Telephone  &  Telegraph  Compuny 

JOHN  B,  CAVT;.  Senmr  \"ice  President 

Finance  and  .\dministration 
Schering-Plough  Corporation 

EMIUO  G.  COLL.ADO.  President 
Adela  Investment  Co..  S..\. 

ROBERT  C  COSCROVE.  Chairman 
Cieen  Giant  Company 

W.  D.  DANCE.  Vice  Chairman 
General  Electric  Company 
JOHN  H.  DANIELS.  Chairman 
National  City  Bancorporation 

W  D.  EBERLE.  Special  Partner 
Robert  .\.  Weaver,  jr  and  .\ssociutes 

WILLUM  S.  EDCERLY 

Chairman  and  President 

Stale  Street  Bank  and  Ihist  Company 

FRANCIS  E.  FERGUSON.  President 
Northwestern  Mutual  Litie 
Insurance  Company 


JOHN  H.  FILER.  Chairman 
.Aetna  Life  and  Casualty  Company 

E.  B.  FrrZCERALO.  Chairman 
Cutlei<'Hammer,  Inc. 

JOHN  M.  FOV  Retired  Chairman 
H.  P  Hood  Inc. 
•DAVID  U  FRANCIS 
Chairman 
Princess  Coals.  Inc. 

WILLIAM  H.  FR-ANKUN 
Chairman  of  the  Board  (Retired) 
Caterpillar  Iractor  Co. 

JOHN  D  GRAY.  Chairman 
Omark  Industries.  Inc. 

H.  J.  HEINZ  U.  Chairman 
H.  J.  Heinz  Company 

ROBERT  C.  HOLLAND.  President 
Committee  for  Economic  Devek)pment 

EDWARD  R.  KANE.  President 

E.  I.  du  Pont  de  Nemours  &  Company 

•CHARLES  KELLER.  JR. 
New  Orleans.  Louisiana 

•PHILIP  M.  KLLTZNICK 
Klutznick  Investments 

RALPH  L.\ZARUS.  Chairman 
Federated  Department  Stores.  Inc. 

FRANKUN  A.  LINDS.AY.  Chuirman 
Itek  Corporation 

J.  PAUL  LYET.  Chairman 
Sperry  Rand  Corporation 

C.  BARRON  MALLORY 
Jacobs  Persinger  (c  Parker 
•.WILUA.M  F  M.Ki.  Chairman 
American  Can  Company 

THOMAS  B   McCABE 
Chairman.  Finance  Committee 
Scott  Paper  Company 

GEORGE  C.  McGHEE.  Corporate  Director 

and  former  U.S.  .\mbassador 
Washington.  D.C. 

E.  L.  McNEELY.  Chairman 
The  Wickes  Corporation 

'j.  W  McSWLNEY.  Chairman 
The  Mead  Corporation 


RUBEN  F  METTLER.  Chairman 
TRW,  Inc. 

•<ROBERT  R.  N.^THAN.  Chairman 
Robert  R.  Nathan  .Associates.  Inc. 

\ICrOR  H,  PALMIERI.  Chairman 
Mctor  Palmieri  and  Company  Incorporated 

HOWARD  C   PETERSEN 

Philadelphia,  Pennsylvania 

C   WREDE  PETERSMEVER. 
Bronxville.  New  York 

R.  STEWART  RAUCH.  JR..  Chairman 
The  Philadelphia  SaN-ing  Fund  Society 

JA.MES  Q   RIORDA.N,  Executive  Vice  President 
Mobil  Oil  Corporation 

WILUA.M  M.  ROTH 
San  Francisco,  California 

HENRY  B.  SCH.ACHT.  Chairman 
Cummins  Engine  Company.  Inc. 

ROBERT  B.  SEMPLE,  Chairman 
BASF  Wyandotte  Corporation 

ROCCO  C.  SICILiANO,  Chairman 

Tleor 

ROGER  B.  SMITH.  E.xecutive  Mce  President 

General  .Motors  Corporation 

CHARLES  B.  STAUFF.\CHER.  President 

Fiekl  Enterprises,  Inc. 

WILUA.M  C.  STOLK 
Weston.  Connecticut 

WILUS  A.  STRAUSS.  Chairman 
Northern  Natural  Gas  Company 

WALTER  N.  TH.AYER.  President 
Whitney  Communications  Corporation 

WAYNE  E.  THOMPSON.  Senior  Mce  President 
Dayton  Hudson  Corporation 

SIDNEY  J  WEINBERG.  JR.  Partner 
Goldman.  Sachs  &  Co. 

GEORGE  L.  WILCO.V  Director-Olficer 
Westinghouse  Electric  Corporation 

•  FRAZAR  9.  WILDE,  Chairman  Emeritus 
Connecticut  General  Life  Insurance  Compuny 
RICHARD  D  WOOD.  Chairman  and  President 
Eli  Lilly  and  Compuny 


•A^oted  to  approve  the  policy  statement  but  submitted  memorantia  of  comment  reserva- 
tion, or  dissent  or  wished  to  oe  associated  with  memoranda  of  othen. 
*Voted  to  disapprove  this  statement. 


855 


Subcommittee  on  Regulation 

and  The  Role  of  Government  in  the  Economy 


ChMtrmm 

W  D  EBERLE.  Spcctal  Partner 

Rofi«rl  A  Weri%«r.  Jr  and  Assocwten 


'  E.  SHERMAN  ADAMS 
New  Preston,  Connecticut 

'  BOY  L  ASH.  Cluinniin 
AM  IntemtfttoruJ,  Inc. 

JOSEPH  W  BARB 
WuhkiiRon.  O.C. 

J.ACK  F  BENNETT 
Senior  Vice  PmidenI 
Euon  Corponition 

THEODORE  F.  BBOPHY.  Chuirnwn 
CeneniJ  IVtepKone  it  Electronici 
Corporvcion 

ALXXANDER  CALOER.  JR. 

Chuirmnn 

Union  Cdjnp  Corponition 

THOMAS  S  CARROLL.  Pmident 
Lever  BnMhen  Compuny 
SA.Ml'EL  B.  CASEY.  JR..  Chairman 
PuUman  Incorporated 

ROBERT  C  COSCROV'E.  Chairman 
Green  Cbmt  Company 

JOHN  DIEBOLO.  Chairman 
TV  Diehold  Croup.  Inc. 


FRANCIS  E.  FERCtSON.  President 
Northwentem  Mufual  Life 
ln.4Urance  Company 

WILUAM  S.  FISHMAN.  Chairman 
AR.A  Ser\-tce«,  Inc. 

'TERRA.NCE  H.\NOLD 

Minneapolis,  Minnesota 

RODERICK  M    HILLS 
L^ham.  Walklni  and  Hilh 

TOM  KILLEFER 
Chairman  and  President 
L'nited  States  Thist  Com panv 

ol  New  York 
FLOYD  W  LEWIS.  President 
Middle  Sa<i(h  I'tilities,  Inc. 
*  \V1LUAM  F.  MAY,  Chairman 
.\mencan  Can  Company 

CHARLES  .A.  McLENDON 
Eiecutive  Vice  President 
Burlington  Industries,  Inc, 

RENE  C.  McPHERSON,  Chairnian 
Dana  Corporation 

RUSSELL  E.  PALMER 
MunaginK  Partner 
Touche  Ross  tc  Co. 

»D  C   SEARLE 
Chairman,  Eiecutive  Committee 
C    D  Searie  «i  Co 


WILUAM  P  SIMMONS,  President 
Firct  .National  Bank  tt  Trust  Company 

L.  EDWIN  SMART.  Chairman 
Tnms  World  Airlines 

RICHARD  M   SMITH.  Vice  Chairman 
Bethlehem  Steel  Corporation 
ROGER  B.  SMITH.  Eiecutive  Vice  President 
Genera)  Motors  Corporation 

J.  PAUL  STICHT.  President 
R.  J.  Reynolds  Industries.  Inc. 

JOHN  H  WILLIAMS.  Chairman 
The  Williams  Companies 

RICHARD  D  WOOD 

Chairman  and  President 
Eli  Lilly  and  Company 

£i  Officio 
JOHN  L  BURNS 
FLETCHER  L  BYROM 
ROBERTO.  HOLLAND 
FRANKUN  A.  UNDSAY 
WAYNE  E.  THOMPSON 

HARRY  C.  McPHERSON.  JR. 
Verner,  Lipiert,  Bemhard, 
McPherson  and  .\leiander 


'Voted  to  approve  the  policy  statement  but  submitted  memoi'anda  of  comment,  reserva- 
tion, or  dissent  or  wished  to  he  associated  with  memoranda  of  others. 
'Nontmstee  members  take  part  in  all  discussions  on  the  statements  hut  do  not  vote  on  it. 

Advisors  to  the  Subcommittee 


SAMUEL  B.  CHASE.  JR 

Golem  he  .Associates 
LYLE  C.  FITCH,  President 
Instltule  of  Puhllc  Adminulnition 

MARVIN  H.  KOSTERS 
Director.  Center  br  the  Study 

ol' Government  Regulation 
Amertaui  Enterprtje  InstituO  ibr 

Public  Policy  Resawdi 
WILLIAM  .V  MORRILL 
Sen  k>r  Fellow 
MathematIca  Policy  Research.  Inc. 


MICHAEL  H    MOSKOW 
Vice  President  of  Corponite 

Devebpment  and  Planning 
Esmark.  Inc. 

WALLACE  E.  GATES 
Department  of  Economics 
Prtnccton  University 

ANTHONY  G.  OETTINGER.  Director 
Progrwn  on  Information  Resources  Policy 
Harvard  University 


WILLUM  POOLE 
Prolessor  of  Economics 
Brown  University 

EZRA  SOLOMON 
Dean  Witter  Pnlesior  of  Finance 
Graduate  School  of  Business 
Stanford  University 

PETER  O.  STEINER 
Professor  of  Economics 

and  Law 
The  University  of  Michinn 


Project  Director 


CED  Staff  Advisors       Consulting  Editor 


KENNmi  McLENNAN 
Director  of  Industrial  Studies 
Cotnmittee  for  Economic  Developfneat 


FR.\.VKW.  SCHIFF 

Vice  Pmident  and  Chief  Ecorwmist 

KENNETH  M    DUBERSTEI.N 
Director  ol  Business-Government 
Relations  and  Secretary, 
Research  and  Policy  Committee 

SEONC  H.  P.IRK 
Economist 


BARBARA  WHITESIDES 
Newton,  Massachusetts 

CED  Project  Staff 


J.\CK  B.  UPTON 
Policy  .Analyst 

LORRAINE  M.ACKEY 
.Administrative  .Assisfaint 


856 

Mr.  Long.  I  think  the  committee  realizes  the  importance  of  it, 
and  I  appreciate  your  words  on  it. 

You  were  correct,  in  my  opinion,  in  criticizing  the  lack  of  over- 
sight that  is  currently  given  to  programs  by  the  Congress.  I  don't 
argue  this.  I  think  you  are  right. 

Is  there  any  reason  to  think  that  what  you  are  suggesting  here 
would  be  any  more  effective  than  what  we  are  doing  at  the  present 
time? 

Mr.  Eberle.  We  are  suggesting  a  5-  or  6-year  period  for  review. 
You  are  mandating  a  review — I  am  trying  to  think  of  a  specific  bill 
which  had  a  mandatory  review  last  year,  but  Congress  simply 
didn't  act. 

My  guess  is  that  it  is  just  as  easy  not  to  act.  If  there  is  a 
requirement  for  review  and  independent  studies  which  are  going  to 
be  made  public,  we  think  there  is  a  better  chance  and  you  don't 
have  this  instability  built  into  it. 

I  am  not  opposed  to  changing  policies,  and  I  don't  think  the 
business  community  is  opposed — certainly  not  as  much  as  my  good 
professor  friend  from  Stanford,  and  I  am  a  Stanford  trustee.  I  can 
say  that,  as  to  the  instability,  there  is  nothing  that  is  that  stable  in 
this  world. 

All  of  us  would  like  all  program  costs  and  benefits  to  be  stable. 
As  long  as  you  have  a  review  process,  we  are  confident  Congress 
will  have  ineffective  programs  phased  out.  But  to  have  it  phased 
out  abruptly  will  be  more  costly  itself. 

The  termination  of  programs  halfway  through,  the  defense  pro- 
gram, a  termination  of  what  they  have  already  done  is  tremendous. 
Many  times  you  are  better  off  to  phase  the  thing  out  and  save 
more  money. 

If  you  go  to  the  public  and  say  they  are  going  to  do  away  with 
my  baby,  as  opposed  to  they  are  going  to  review  my  baby,  you  have 
got  a  much  more  chance  for  a  less  heated  exchange  and  review  at 
the  time. 

Mr.  Long.  I  don't  disagree  with  you.  I  think  you  might  very  well 
be  right,  because  some  other  political  factors  come  into  play  here. 

Often  the  rationale  for  supporting  extension  of  a  program  is, 
"Well,  if  you  don't,  it  will  expire."  You  would  be  surprised  how 
many  people  vote  for  something  because  they  are  afraid  it  will 
expire. 

A  requirement  for  review  over  an  extended  period  of  time  might 
be  the  more  rational  and  sensible  way  to  approach  this  problem 
rather  than  the  use  of  automatic  termination. 

Mr.  Eberle.  I  have  an  example  of  that,  from  my  Government 
experience.  I  was  delighted  to  come  up  here  for  any  oversight.  I 
would  tell  them  exactly  what  I  wanted  because  the  appropriation 
was  always  continued. 

Congress  apparently  felt  I  was  doing  a  good  job  and  I  never  got  a 
question.  The  only  question  I  ever  got  was:  Since  the  MTN  will  be 
over  in  1978  should  we  not  reduce  the  budget  at  that  time? 

Similarly,  now  that  the  MTN  is  over  and  we  have  a  trade  bill, 
will  we  still  need  100  people  in  Geneva? 

You  have  to  look  at  where  these  programs  will  go  in  5  years. 
Instead  of  reviewing  programs  1  year  at  a  time,  I  think  congres- 
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sional  oversight  hearings  would  be  much  more  valuable  if  reviews 
were  every  5  years. 

Mr.  Long.  Even  the  personnel  who  operate  those  agencies  them- 
selves would  take  a  much  more  realistic  view  toward  such  an 
approach.  They  don't  feel  as  personally  threatened  as  they  would 
with  automatic  termination. 

Mr.  Eberle.  I  am  sure  you  will  find  people  in  the  Government 
who  really  believe  that  their  program  ought  to  be  terminated. 

On  the  other  hand,  if  they  are  all  going  to  lose  their  jobs,  you 
have  a  different  ball  game  on  your  hands. 

Mr.  Long.  The  same  with  respect  to  the  committees  that  have 
jurisdiction  over  these  individual  programs,  and  they  treat  it  the 
same  way.  It  is  an  imposition  upon  their  turf. 

Mr.  Eberle.  I  am  glad  you  said  that. 

Mr.  Long.  It  is  true.  I  have  been  a  corporation  financial  lawyer, 
and  it  is  true  of  the  corporate  world,  too. 

Mr.  Eberle.  Many  of  us  who  served  on  this  subcomittee  came 
from  both  sides.  It  is  just  as  true  on  the  corporate  side.  The 
recommendations  we  are  making  are  in  response  to  some  of  the 
things  that  we  have  learned.  We  are  prepared  to  take  that  little 
risk  of  instability,  risk  on  review  if  you  should  ultimately  decide  to 
terminate  it,  because  it  is  that  thing  that  makes  Government  re- 
sponsive. 

Mr.  Long.  We  have  a  reluctance  to  go  into  long-range  planning. 
It  has  caused  us  a  great  deal  of  difficulty.  Government  has  not 
been  willing  to  plan  to  the  extent  that  the  private  sector  has. 

Mr.  Eberle.  We  would  be  happy  to  answer  questions  you  may 
have. 

Mr.  Long.  Noting  that  you  must  leave  immediately,  we  might 
impose  upon  you  with  a  few  questions  in  writing  at  a  later  time, 
Mr.  Eberle. 

Thank  you  very  kindly.  This  meeting  is  adjourned. 

[Whereupon,  at  4:45  p.m.,  the  subcommittee  was  adjourned.] 
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MONDAY,  NOVEMBER  12,  1979 

House  of  Representatives, 
Subcommittee  on  the  Legislative  Process, 

Committee  on  Rules, 

Columbia,  S.C. 

The  subcommittee  met  at  9  a.m.  in  the  Campus  Room,  Capstone 
House,  University  of  South  Carolina,  Hon.  Butler  Derrick  (acting 
chairman)  presiding. 

Present:  Representative  Derrick. 

Also  present:  Hon.  Richard  Boiling  of  Missouri,  chairman,  Com- 
mittee on  Rules,  and  Hon.  Anthony  Beilenson  of  California. 

Mr.  BoLUNG.  The  meeting  will  come  to  order. 

OPENING  STATEMENT  OF  HON.  RICHARD  ROLLING,  CHAIRMAN 
OF  THE  COMMITTEE  ON  RULES 

Mr.  Bolling.  It  gives  me  a  great  deal  of  pleasure,  both  profes- 
sional and  personal,  to  open  this  hearing  here  in  Columbia,  S.C. 
We  have  already  been  treated  to  some  wonderful  southern  hospital- 
ity. I  don't  feel  a  stranger  because  I  grew  up  in  a  then  little  town 
in  north  Alabama  called  Huntsville,  and  spent  a  long  time  getting 
a  couple  of  degrees  from  Sewanee,  the  University  of  the  South  in 
Tennessee.  We  are  delighted  to  be  here. 

This  is  an  unusual  thing  for  this  committee,  the  Committee  on 
Rules  for  the  House  of  Representatives,  to  do.  I  am  not  going  to 
bother  you  with  a  long  history  of  that  committee,  but  I  am  aware 
most  people  don't  know  much  about  it.  This  is  probably  one  of  the 
rarest  things  that  happens  from  Congress,  when  the  Rules  Commit- 
tee has  a  field  hearing.  This  is  only  the  third  in  all  the  history  of 
the  committee,  which  goes  back  very  early  in  the  committee's 
history. 

The  Rules  Committee  has  a  unique  function  in  the  House  of 
Representatives  because  it  has  two  or  three  differences.  For  a 
variety  of  reasons,  its  main  jurisdiction  was  not  pursued  by  the 
committee.  Its  main  jurisdiction  is,  in  effect,  not  only  the  rules  of 
the  House,  but  the  organization  of  the  institution. 

The  organization  of  the  House  of  Representatives  into  commit- 
tees and  a  variety  of  other  aspects  including  the  officers,  elected 
and  nonelected,  in  effect,  come  under  the  jurisdiction  of  the  Rules 
Committee.  That  jurisdiction,  which  is  monumental,  having  to  do 
with  organization,  with  the  whole  problem  of  how  an  institution 
works,  was  left  out  of  the  consideration  of  my  predecessors  as 
chairmen,  many  of  whom  were  not  interested  in  the  success  of  the 
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institution,  but  were  interested  in  preventing  action  of  any  kind  on 
any  subject. 

And  there  is  another  tool  which  is  also  a  part  of  the  Committee 
on  Rules  and  Jurisdiction  which  is  totally  separate.  That  tool  was 
that  before  any  bill  of  major  consequence  from  another  legislative 
committee  goes  to  the  floor  of  the  House,  if  it  is  at  all  controver- 
sial, it  must  obtain  from  the  Rules  Committee  a  so-called  rule, 
which  is  a  resolution  which,  in  effect,  says  whether  the  bill  will  be 
considered  at  all. 

First  must  come  the  resolution.  If  the  resolution  is  not  granted, 
the  bill  will  not  come  to  the  floor.  And  second,  how  the  piece  of 
legislation  will  be  considered,  the  length  of  time  it  will  be  generally 
debated,  the  way  in  which  it  will  be  amended,  if  it  will  be  amended 
at  all;  and  all  of  that  is  based  on  a  House  vote  by  a  resolution  of 
the  Rules  Committee.  And  it  is  absolutely  impossible  to  get  a  bill  to 
the  floor  unless  it  does. 

So  it  is  extraordinarily  sensitive;  or,  if  you  want  to  be  brutal,  it 
makes  it  powerful.  I  am  a  new  chairman,  new  this  year.  I  have 
been  on  the  committee  for  a  quarter  of  a  century,  but  I  am  now  the 
chairman.  I  am  particularly  delighted  to  be  here  with  Butler  Der- 
rick because  it's  not  a  great  secret  that  Butler  Derrick  is  on  that 
committee  because  I  very  particularly  wanted  him  to  be  on  that 
committee,  and  so  did  the  Speaker  of  the  House.  We  wanted  a 
good,  strong  public  servant  who  believed  in  serving  the  public  as  a 
whole,  as  well  as  his  district  and  State. 

Butler  had  proved  himself  before  he  came  to  the  committee.  He 
was  on  the  Budget  Committee,  which  is  an  assignment  that  not 
very  many  new  Members  get  very  quickly,  and  also  on  the  Banking 
Committee.  He  is  the  first  South  Carolinian  since  1932  to  serve, 
and  he  is  setting  up  and  managing  this  hearing. 

He  has  done  an  enormous  amount  of  work  in  the  new  approach 
the  committee  has  taken  to  its  jurisdictional  responsibility.  I  am 
delighted  to  have  the  opportunity  to  open  this  hearing,  and  I  am 
going  to  cease  performing  as  the  chsdrman  at  this  moment  and 
turn  it  over  to  my  very  good  friend  and  able  colleague,  Butler 
Derrick. 

Mr.  Derrick.  Thank  you,  Mr.  Chairman.  And  I  thank  all  of  you 
for  being  here  this  morning.  We  are  delighted  to  be  here  in  Colum- 
bia for  this  experience  that  I  think  will  add  a  great  deal  to  the 
legislation  that  we  have  before  us. 

In  addition  to  Chairman  Boiling,  I  am  pleased  to  have  here  in 
South  Carolina,  Anthony  Beilenson,  known  to  his  friends  as  Tony 
Beilenson,  who  is  a  Congressman  from  the  State  of  California  who 
serves  on  the  Rules  Committee,  who,  incidentally,  sits  next  to  me 
and  advises  me  £md  I  advise  him. 

Mr.  Beilenson.  Thank  you,  Butler.  I  would  just  like  to  echo  the 
chairman's  remarks  with  respect  to  the  hospitality  that  you  all 
have  afforded  us  since  we  have  been  down  here.  It's  been  very 
warm  and  very  wonderful,  and  we  appreciate  it  very  much. 

I  want  also  to  thank  our  friend,  Butler,  for  inviting  us  down  here 
to  South  Carolina  and  for  putting  together  and  arranging  for  the 
really  impressive  list  of  local  people  to  come  and  testify  to  us. 

This  process  of  taking  testimony  on  the  problems  that  are  facing 
the  country,  the  legislature,  and  particularly,  first,  the  Rules  Com- 
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mittee  are  very,  very  important.  And  we  assume  and  hope  that  we 
will  be  getting  some  very  valuable  testimony  from  the  people  down 
here,  people  who  have  to  share  with  us  the  responsibility  of  manag- 
ing the  programs  and  taking  care  of  the  people  of  this  country. 

So,  Butler,  we  are  very  appreciative  of  you  for  setting  up  this 
meeting,  and  we  look  forward  to  hearing  the  testimony. 

Mr.  Derrick.  The  Rules  Committee,  as  you  have  heard  from 
Chairman  Boiling,  is  considering  legislation  called  oversight  legis- 
lation to  impove  the  ability  of  Congress  to  monitor  Federal  pro- 
grams and  regulations.  As  our  financial  resources  to  operate  Gov- 
ernment and  provide  services  become  increasingly  tight,  it  is  virtu- 
ally important  that  we  get  maximum  use  out  of  every  Federal 
dollar  spent.  There  are  many  good  Federal  programs,  programs 
which  should  be  supported,  and  even  some  which  should  be  ex- 
panded. Likewise,  there  are  other  Federal  programs  and  regula- 
tions which  either  do  not  meet  their  intended  purposes  or  have 
already  accomplished  what  they  were  created  to  do. 

Oversight  legislation  could  provide  Congress  with  a  mechanism 
to  expand  needed  programs  and  terminate  ineffective  ones.  It  could 
give  Congress  a  procedure  to  annually  review  the  accomplishments 
of  each  program  and  regulation.  In  other  words,  Congress  could 
better  insure  that  Federal  regulations  are  accomplishing  what  Con- 
gress intended  them  to  do.  We  are  talking  about  improving  ac- 
countability, and  accountability  is  a  key  element  in  effective  gov- 
ernment. 

You  witnesses  here  today  will  play  the  key  role  in  this  hearing.  I 
commend  you  for  taking  the  time  to  be  with  us.  It  is  crucial  that 
this  Rules  Committee  know  firsthand  how  action  taken  by  Con- 
gress in  Washington  affects  State  and  local  government,  citizens 
and  businesses  in  South  Carolina  and  all  other  States.  You  are 
here  today  representing  your  counterparts  from  across  the  Nation. 
Your  testimony  will  be  part  of  the  official  record  studied  by  this 
committee.  Your  comments  will  be  used  to  help  us  as  we  try  to  get 
the  House  of  Representatives  to  enact  oversight  legislation.  I  thank 
you  for  working  with  us. 

I  also  want  to  thank  Governor  Riley  and  Dr.  Holderman  for  the 
gracious  hospitality  they  have  shown  us  since  we  have  been  here. 
Congressmen,  again,  welcome  to  South  Carolina.  I  am  proud  of  the 
people  of  the  Palmetto  State,  and  especially  proud  we  could  have 
the  opportunity  to  work  together  with  the  Rules  Committee.  You 
are  going  to  hear  from  some  very  outstanding  South  Carolinians. 

I  am  not  one  to  cry  that  the  Federal  bureaucracy  has  grown  so 
large  we  cannot  manage  it.  Instead,  I  feel  we  can  use  the  actual 
experiences  of  the  people  we  will  hear  from  today  and  the  testimo- 
ny from  the  hearings  held  earlier  in  Washington  to  do  something 
which  will  make  a  major  difference  in  how  well  Government  oper- 
ates in  the  future.  Thank  you.  May  I  interrupt  to  take  this  oppor- 
tunity to  state  that  Congressman  Gillis  Long  of  Louisiana  was  to  be 
with  us  this  morning.  But  due  to  airline  connections  last  night,  he 
was  not  able  to  be  here.  He  has  a  number  of  his  staff  here  repre- 
senting him,  and  I  am  going  to  ask  unanimous  consent  to  have  his 
remarks  entered  in  the  record. 

[Congressman  Long's  statement,  as  though  read,  follows:] 
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STATEMENT  OF  HON.  GILLIS  W.  LONG,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  LOUISIANA 

Mr.  Long.  Thank  you,  Mr.  Chairman.  It  is  a  great  honor  to  be 
here.  South  Carolina  has  many  characteristics  of  my  home  State  of 
Louisiana.  Your  southern  hospitality  makes  me  feel  right  at  home. 

This  field  hearing  is  directly  related  to  the  work  of  the  Subcom- 
mittee on  the  Legislative  Process  which  I  have  the  honor  to  Chair. 
The  predecessor  of  this  subcommittee  was  established  in  the  last 
Congress — the  first  standing  subcommittee  the  Rules  Committee 
had  ever  had  in  its  188-year  history. 

When  Mr.  Boiling  assumed  the  chairmanship  of  the  Rules  Com- 
mittee this  year,  we  had  a  backlog  of  important  work  to  do.  The 
Rules  Committee  has  two  very  different  functions:  one  is  to  set  the 
rules  for  debate  on  bills  taken  up  on  the  House  floor;  the  other  is 
to  set  the  rules  governing  the  legislative  process.  As  the  new  chair- 
man of  this  committee,  Mr.  Boiling  felt  the  Rules  Committee 
should  give  more  attention  to  the  legislative  process  and  the  way  it 
is  working.  Thus  he  established  two  subcommittees  and  the  Sub- 
committee on  the  Legislative  Process  came  into  being.  This  sub- 
committee was  given  the  responsibility  to  examine  congressional 
oversight  and  to  improve  it. 

Congressional  oversight  is  a  term  we  hear  frequently.  It  means 
many  things  to  many  people.  But  at  the  heart  of  the  oversight  is 
the  question:  Are  programs  operating  as  Congress  intended? 

The  95th  Congress  was  named  the  oversight  Congress  by  Speaker 
O'Neill.  The  need  for  improved  oversight  has  been  increasingly 
apparent  to  Members  of  Congress  £is  we  hear  complaints  from  our 
constituents  about  their  problems  and  the  failures  of  Federal  pro- 
grams to  produce  the  desired  benefits.  I'm  happy  to  say  that  we 
also  hear  some  things  about  the  successes  of  Federal  programs  as 
well.  But  it  is  clear  that  Congress  needs  to  evaluate  and  measure 
the  operation  of  programs  to  assure  that  our  limited  Federal  re- 
sources are  allocated  in  the  most  useful  and  equitable  way.  The 
growth  of  Government,  reflected  in  increasing  Federal  regulation 
and  taxpayers  revolts,  may  mean  that  Congress  needs  new  tools  for 
better  evaluation  and  oversight. 

Our  colleague  Butler  Derrick  is  one  of  the  experts  in  Congress  on 
this  subject.  He  has  studied  and  worked  on  program  evaluation 
ever  since  he  became  interested  in  public  service.  We  have  been 
collaborating  on  some  legislation  that  would  improve  our  oversight 
performance.  I  know  of  no  Member  of  Congress  who  has  demon- 
strated more  leadership  in  this  area.  He  is  an  excellent  partner  to 
have  on  the  team  working  to  assure  wise  and  efficient  Federal 
programs. 

I  believe  I  speak  for  all  members  of  the  Rules  Committee  in 
saying  that  we  were  especially  pleased  to  have  Butler  join  our 
committee  this  year.  As  a  former  member  of  both  the  Budget 
Committee  and  the  Banking  Committee,  he  has  an  outstanding 
background  which  is  especially  well  suited  for  our  work,  which 
includes  not  only  improving  congressional  oversight — but  monitor- 
ing the  performance  of  the  Congressional  Budget  Act  and  strength- 
ening congressional  controls  over  the  Federal  budget. 

As  a  former  member  of  the  legislature  here  in  South  Carolina, 
he  brings  the  experience  of  one  who  has  dealt  with  the  Federal 
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Government  from  outside  Washington.  This  field  hearing  is  indica- 
tive of  his  sensitivity  to  trying  to  bring  to  the  Congress  a  better 
understanding  of  how  legislation  we  enact  affects  the  lives  of  those 
we  serve. 

I'm  very  glad  to  be  here  today  to  receive  for  our  committee 
testimony  from  the  people  of  South  Carolina  about  how  Federal 
programs  are  actually  working  and  affecting  their  lives.  I'm  look- 
ing forward  to  the  day's  proceedings. 

Mr.  Derrick.  I  believe  our  first  witness  is  the  Honorable  Richard 
Riley,  Governor  of  South  Carolina.  Governor  Riley. 

Governor,  we  are  delighted  to  have  you  with  us  this  morning. 
The  Governor  and  I  testified  in  Washington  last  week,  and  Chair- 
man Boiling  and  I  were  talking  this  morning.  Chairman  Boiling 
had  had  an  opportunity  to  speak  with  the  Governor  last  night  at 
some  length,  and  we  were  both  in  agreement  that  he  must  be  the 
most  progressive  and  thoughtful  Governor  in  the  United  States 
today.  I  am  certainly  so  very  proud  to  call  him  my  Governor. 

STATEMENT  OF  HON.  RICHARD  RILEY,  GOVERNOR,  STATE  OF 

SOUTH  CAROLINA 

Mr.  Riley.  Thank  you  so  much,  Mr.  Acting  Chairman,  Mr.  Big 
Chairman,  and  Mr.  Beilenson.  It's  certainly  a  great  honor  for  me  to 
have  the  chance  to  appear  before  you  this  morning. 

I  think  it's  certainly  worth  noting  that  these  three  Members  of 
Congress  are  here  on  a  holiday,  doing  what  they  think  is  important 
for  this  country;  and  I  thank  you  for  coming  out  of  Wsishington 
and  coming  into  the  State  and  hearing  what  those  of  us  have  to  say 
from  the  other  side  of  Federal  programs. 

I  think  it's  important  for  all  of  us  to  make  government  work,  to 
make  it  work  better.  I  think  that  nothing  could  be  said  to  the 
veterans  of  this  Nation  that  would  mean  more  to  them  than  to  see 
the  three  of  you  working  today  to  make  that  possible.  I  want  to 
thank  the  chairman  of  the  Rules  Committee  for  the  way  he  is 
handling  the  committee.  I  think  it  is  very  noteworthy  that  he  is 
not  just  a  reaction  chairman,  not  simply  trying  to  block  legislation, 
as  important  as  that  is  at  times;  but  he  also  is  an  action  chairman 
trying  to  improve  the  workings  of  Congress. 

I  had  noticed  in  this  morning's  paper,  Butler,  my  horoscope,  I  am 
a  Capricorn,  and  I  was  reading  to  judge  how  I  should  handle  my 
testimony.  It  said:  "You  want  to  put  across  some  big  ideas,  but  are 
not  certain  about  specifics,  so  study  them  well.  Sift  the  wheat  from 
the  chaff."  So  I  think  that  states  very  well  the  problem  all  of  us 
have  in  dealing  with  Federal  programs.  We  all  want  to  have  some 
big  ideas  to  share;  but  when  it  comes  to  separating  the  wheat  from 
the  chaff,  it's  very  difficult. 

Mr.  Chairman  and  guests  and  staff  who  come  with  you,  I  want  to 
thank  you  for  this  opportunity.  As  you  know,  I  have  the  good 
fortune  of  serving  on  the  national  ACIR,  the  Advisory  Commission 
of  Intergovernmental  Relations.  I  am  also  on  the  Committee  on 
Executive  Management  and  Fiscal  Affairs  of  the  National  Gover- 
nors Association  with  Governor  Snelling  of  Vermont.  And  both 
those  committees  deal  very  closely  with  the  idea  and  concept  of 
Federal  aid  reform. 
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The  NGA  had  taken  the  position  that  comprehensive  reform  in 
the  Federal  aid  system  should  be  addressed,  and  I  concur.  Now,  I 
would  like  to  share  some  of  the  ideas  my  staff  and  myself  hold  on 
this  particular  subject. 

I  know  there  has  been  some  work  on  the  consolidation  of  the  492 
categorical  grant-in-aid  programs  which  go  to  State  and  local  gov- 
ernment. I  feel  that  attention  should  be  given  to  those  Federal  aid 
areas  in  which  there  are  numerous  specialized  programs  in  such 
fields  as  education,  transportation,  social  services,  health  care,  and 
so  forth. 

These  programs  and  the  agencies  which  administer  them  should 
be  examined  to  determine  the  feasibility  of  consolidating  related 
programs.  This  would  result  in  a  reduction  of  administrative  and 
overhead  costs,  as  well  as  a  curtailment  of  the  annual  growth  of 
Federal  agencies.  The  national  ACIR  and  the  National  Governors 
Association  are  presently  working  on  the  consolidation  issue,  and  I 
hope  we  can  provide  some  positive  input. 

Tremendous  savings  could  be  realized  if  we  reduced  the  many 
regulations  and  requirements  of  the  Federal  aid  system.  These 
unending  regulations  add  massive  amounts  to  the  cost  of  govern- 
ment at  all  levels  and,  incidentally,  pose  a  major  problem  for  State 
and  local  officials. 

One  way  to  diminish  stringent  regulations  and  requirements  is 
to  cut  through  the  administrative  bureaucracy  and  place  the  re- 
sponsibility on  State  and  local  elected  officials.  This  could  be  ac- 
complished in  many  ways:  One,  by  the  institution  of  a  system  of 
certification  of  compliance  whereby  State  and  local  elected  officials 
assure  compliance  with  the  applicable  Federal  regulations  and  leg- 
islation, thus  reducing  Federal  administrative  costs. 

After  all,  the  elected  officials  are  directly  answerable  to  the 
taxpayers.  Congress  and  the  administration  would  do  well  to  place 
this  trust  and  responsibility  at  the  State  and  local  level  rather 
than  rely  on  the  massive  Federal  bureaucracy.  It  would  be  interest- 
ing to  me  to  observe  how  much  of  the  Federal  dollar  in  these 
grant-in-aid  programs  is  spent  on  the  matter  of  trust  of  the  people 
who  deliver  the  service.  If  it's  an  aging  program  dealing  with 
helping  the  elderly,  I  don't  know  how  much,  but  a  great  deal  of  the 
dollar  is  involved  in  chasing  it  from  Washington  on  down  to  the 
elderly  person. 

At  one  time  in  this  country,  we  had  the  trust  to  where  a  govern- 
ment on  one  level  could  put  the  trust  in  government  on  another 
level,  and  I  would  submit  to  you  that  I  know  you  have  to  have  that 
kind  of  safeguard  and  that  kind  of  foUowthrough.  But  certainly  the 
amount  of  Federal  monetary  power  that  is  spent  going  from  level 
to  level  should  be  something  to  be  careful  about. 

An  area  of  Federal  spending  which  could  be  tapped  with  little 
dissension  is  the  departmental  secretary's  discretionary  fund. 
These  funds  are  not  allocated  by  formula,  so  State  and  local  offi- 
cials aren't  expected  to  put  them  on  budget.  Our  limited  research 
indicates  that  a  reduction  of  discretionary  funds  could  significantly 
impact  our  goal  of  a  balanced  budget. 

The  obvious  solutions,  although  probably  not  the  wisest,  would 
be  either  to  totally  eliminate  one  or  more  of  the  categorical  grant- 
in-aid  programs;  or,  to  make  an  across-the-board  percentage  cut  in 
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all  budget  allocations.  The  problems  with  these  suggestions  are 
apparent.  One,  all  States  may  not  be  able  to  absorb  such  a  cut. 
Two,  States  place  different  priorities  on  the  Federal  programs. 
Grant-in-aid  programs  which  may  have  no  relative  importance  in 
one  State  may  be  essential  to  another.  And,  three,  an  across-the- 
board  budget  cut  would  penalize  the  efficient  agency  already  run- 
ning a  tight  ship  by  cutting  it  the  same  amount  as  an  agency 
running  a  wasteful  program. 

Easy  solutions  oftentimes  are  not  the  best  solutions.  It's  my 
opinion  that  the  revenue  sharing  program  should  be  the  last  pro- 
gram to  be  reduced  or  cut.  We  had  an  interesting  discussion  on 
that  last  evening.  As  the  Governor  of  this  State,  dealing  on  the 
front  line  with  Congress  attempt  to  balance  the  budget,  we  support 
that  100  percent. 

We,  the  mayors,  and  county  councils  of  the  country,  are  the 
direct  recipients  of  the  cutback.  I  would  respectfully  submit  to  you 
that  flexible  funds  such  as  revenue  sharing — or  whatever  you  want 
to  call  them — but  funds  that  are  flexible  are  the  funds  that  we  can 
make  the  best  use  of  on  the  State  level.  Revenue  sharing  funds  can 
be  spent  just  as  if  they  were  State  and  local  tax  dollars. 

State  and  local  officials  who  are  closest  to  the  needs  of  the  people 
can  target  these  funds  for  use  in  areas  deemed  most  necessary. 
Finally,  revenue  sharing  has  the  lowest  overhead  cost  of  all  pro- 
grams and  is  the  Federal  program  most  directly  related  to  holding 
down  property  taxes.  Since  revenue  sharing  programs  have  been 
such  a  success,  it  may  be  wise  to  consider  this  type  of  intergovern- 
mental transfer  of  funds  instead  of  relying  on  the  bureaucratic 
categorical  grant-in-aid  system. 

In  order  to  have  a  more  complete  check  and  balance  mechanism 
on  the  Federal  aid  system,  I  feel  there  certainly  needs  to  be  in- 
creased congressional  oversight  and  review  of  Federal  programs 
and  regulations.  This  would  enable  Congress  to  identify  program 
areas  which  can  be  reduced,  eliminated,  consolidated,  and/or  sim- 
plified. 

I  don't  think  it's  necessary  to  have  the  full  Congress  oversee  the 
programs,  but  the  same  purpose  could  be  accomplished  by  identify- 
ing an  arm  of  Congress  to  handle  that  function.  And  I  respectfully 
support,  Congressman  Derrick,  your  measure  in  that  regard. 

I  asked  my  staff  to  undertake  an  analysis  of  the  programs  in 
South  Carolina  as  to  the  possible  consolidation,  elimination,  or 
relaxing  of  regulations  in  Federal  aid  programs.  The  State  agency 
heads  and  directors  involved  in  these  programs  were  invited  to 
respond  to  a  questionnaire  on  how  they  would  consolidate  pro- 
grams and  simplify  regulations. 

The  areas  addressed  were  economic  development,  transportation, 
natural  resources,  education,  manpower,  health  and  human  serv- 
ices, public  safety,  and  energy.  Now,  I  have  with  me  copies  of  the 
final  analysis.  The  document  is  certainly  too  lengthy  for  me  to  go 
into  this  morning.  But  in  order  for  me  to  give  you  some  idea  of  the 
content,  I  will  cite  a  couple  of  examples.  And  I  think  that  you  all 
have  copies  of  our  report.  [See  p.  871.] 

The  first  concerns  the  consolidation  of  CETA  programs  into 
three  major  types  of  training  programs,  public  service,  employment 
programs,  and  special  target  groups. 
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The  second,  as  an  example,  consolidates  the  dozens  of  Federal 
programs  that  provide  funds  for  States  for  criminal  justice  pur- 
poses into  a  few  broad  categories.  Presently,  there  are  dozens  of 
programs,  over  a  dozen  in  LEAA  alone,  that  provide  either  block, 
formula,  or  project  funding  to  States  and  State  or  local  agencies. 
Each  of  the  programs  has  separate  guidelines,  procedures,  and, 
frequently,  quite  different  financial  requirements. 

Projects  funded  under  this  myriad  of  programs  are  not  coordinat- 
ed or  necessarily  complementary.  State  plans  submitted  to  LEAA 
address  less  than  half  of  LEAA  funds  to  aid  to  studies.  Frequently, 
the  specialized  programs  are  unresponsive  to  the  State's  priority 
need. 

I  was  thinking  as  I  was  looking  over  our  report — and  I  am  very 
proud  of  that  report  and  the  agencies  of  this  State  and  my  staff 
who  put  the  information  together — of  possible  ways  to  cut  back  on 
categorical  grant  programs,  which  I  realize  is  very  difficult.  One 
suggestion  I  would  make  is  that  if  you  have  categorical  programs, 
say,  in  the  area  of  education  or  whatever,  and  you  have  four,  five, 
or  more  programs  in  that  area,  that  the  Federal  Congress  could 
state  to  the  States  or  the  local  government,  as  the  case  may  be, 
"We  are  requiring  for  the  next  year  a  5-percent  or  10-percent  cut 
in  this  category."  Then  let  the  State  that  is  administering  the 
program,  that  is  familiar  with  what  is  working  and  what  isn't  in 
this  State,  say  where  those  cuts  would  be  made.  That  way  it  would 
require  the  State  and  the  cities  and  counties  to  prioritize  what  is 
important  for  their  particular  oversight  on  the  local  level.  And  I 
think  it  would  certainly  hone  in  on  what  is  more  important. 

I  hope  some  of  these  suggestions  can  be  of  relevance  to  the 
committee,  can  contribute  to  an  understanding  of  what  my  position 
is,  and  might  help  in  some  degree  in  your  effort  to  reform  the 
Federal  aid  system.  I  thank  you  for  your  interest  and  concern,  and 
it's  certainly  a  pleasure  to  have  you  in  the  State.  I  would  be  happy 
to  respond  to  any  questions. 

Mr.  Derrick.  Thank  you  very  much.  Governor.  Chairman  Boil- 
ing. 

Mr.  BoLLiNG.  I  would  just  like  to  say  to  you  and  the  Governor 
that  I  am  really  very  impressed  by  this  document.  I  have  had  a 
chance  to  look  at  it.  It  contains  the  kinds  of  suggestions  and  the 
kinds  of  thoughts  that  I  think  are  very  important. 

I  was  deliberate  in  our  conversation  last  night  in  raising  the 
question  of  revenue  sharing  because  I  think  it's  terribly  important 
that  together  we  figure  out  the  solution  to  what  I  see  is  a  very 
broad  problem  in  relation  to  revenue  sharing.  I  am  beginning  to 
experience  it,  as  I  told  you. 

I  had  a  whole  day  in  my  district  with  appointments  every  15 
minutes.  And  by  a  weird  coincidence,  all  of  them  turned  out  to 
raise  questions,  none  of  which  I  could  answer.  That  is  a  very 
awkward  kind  of  situation  for  any  politician — and  I  won't  say 
particularly  for  a  Congressman,  but  it  is  certainly  an  unpleasant 
one  when  you  have  to  tell  your  constituents  that  you  don't  know 
the  answer. 

All  the  questions,  in  varied  ways,  had  to  do  with  programs  with 
a  shared  responsibility,  mostly  one  kind  or  another  of  revenue 
sharing,  a  situation  where,  as  you  know,  the  Federal  politician,  if 
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you  can  put  it  that  way,  raises  the  tax  money  and  then  distributes 
it  very  generally  to  other  politicians  at  other  levels  to  spend.  And 
the  result  is  that  a  constituent  has  this  terribly  awkward  problem 
of  not  being  able  to  go  to  one  person  and  call  him  responsible. 

The  effect  is  that  constituents  feel  like  a  ping-pong  ball  being 
passed  back  and  forth  between  one  group  and  another.  I  have  been 
voting  for  revenue  sharing  despite  my  initial  feeling  that  it  almost 
did  subvert  the  democratic  process,  because  I  am  aware  that  States 
and  localities  must  have  assistance  in  a  more  general  way  than 
through  the  rather  badly  set  up  categorical  programs,  some  of 
which  you  have  described. 

But  I  think  we  very  badly  need  to  think  out  together  a  way  that 
will  preserve  the  process  so  that  there  is  direct  responsibility  still 
from  the  elected  official  to  his  constituents  and  improve  the  oper- 
ation of  the  Federal  system,  which  obviously  includes  the  Federal 
Government,  but  also  includes  all  other  governments  in  the  United 
States  that  cooperate  to  deliver  services. 

One  of  the  thoughts  that  has  been  suggested  is  that  instead  of 
having  revenue  sharing,  we  might  have  a  system  whereby,  in 
effect,  the  Federal  Government  would  give  up  a  certain  share  of  its 
taxing  authority  to  States  that  were  prepared  to  replace  that 
taxing  authority  in  their  own  States  at  roughly  the  same  cost  to 
individual  constituents.  So  you  would  give  the  whole  of  the  respon- 
sibility, the  taxing  authority  as  well  as  the  spending  authority,  to 
one  person,  one  entity,  so  that  one  entity  would  then  be  responsible 
to  the  constituency  and  the  constituency  would  not  be  in  the  posi- 
tion that  I,  I  hope,  successfully  described  as  being  run  around  from 
pillar  to  post.  And  that  is  the  only  point  that  I  would  want  to 
make. 

Mr.  Riley.  Thank  you,  sir.  I  certainly  respect  that  position.  I  was 
not  an  early  proponent  of  revenue  sharing  when  it  was  first  dis- 
cussed. I  will  have  to  say,  though,  that  as  Congress  and  this  admin- 
istration in  Washington  attempts  to  put  a  discipline  on  itself, 
which  I  think  is  very  healthy  and  much  healthier  than  a  constitu- 
tional amendment  that  would  be  a  false  discipline  from  outside.  I 
support  a  discipline  to  try  to  legitimately  cut  back  expenses  to  the 
point  that  the  revenue  and  the  expenditures  equal  each  other. 

Now,  as  Governor,  I  am  finding  that  that  discipline,  as  good  as  it 
is,  as  much  as  I  support  it,  ends  up  putting  a  very  strong  discipline 
on  me  as  a  Governor,  and  our  State  in  its  funding  responsibility. 
And  that  is  not  bad.  I  say,  though,  that  when  we  look  at  providing 
the  functions.  South  Carolina  is  different  from  Missouri,  from  Cali- 
fornia, and  other  areas.  And  I  would  be  very  supportive  of  your 
suggestion  that  States  who  are  willing  to  pick  up  that  tax  responsi- 
bility be  provided  a  Federal  tax  cut  to  share  some  of  that  preempt- 
ed tax  source. 

That  would  suit  me  fine  because  I  think  the  people  that  have  the 
responsibility  of  spending  the  money  ought  to  be  recognized  by  the 
public  as  having  the  power  to  spend  it.  And  they  ought  to  be  able 
to  take  care  of  it  at  the  polls  to  protect  themselves.  And  that 
concerns  me  because  you  have  got  the  public,  in  some  instances, 
confused  about  who  is  responsible. 

As  I  see  revenue  sharing,  I  think  the  local  officials  who  place  the 
money  are  responsible.  There  is  no  question  about  that,  in  my 
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judgment.  But  I  do  think  the  public  sometimes  is  confused.  So  as 
we  work  to  balance  the  Federal  budget  I  would  ask  you  all  to  not 
just  unbalance  all  the  State  budgets  all  at  once,  but  let  us,  as  you 
say,  work  together  to  try  to  develop  the  discipline  up  and  down  the 
line. 

Mr.  BoLLiNG.  Thank  you  very  much.  Thank  you,  Mr.  Chairman. 

Mr.  Derrick.  Mr.  Beilenson. 

Mr.  Beilenson.  Governor,  I  found  your  testimony  also  to  be  very 
thoughtful  and  very  helpful.  Your  idea  of  certification  of  compli- 
ance is,  I  think  a  good  way  to  place  responsibility  on  those  who 
know  firsthand  the  programs  that  are  working  best  in  that  particu- 
lar State.  I  think  you  make  a  very  valid  point  when  you  speak  to 
the  fact  that  a  grant-in-aid  program  which  may  have  no  impor- 
tance in  one  State  could  be  essential  to  another. 

And  finally,  along  with  Chairman  Boiling  and  Mr.  Derrick,  I 
thank  you  for  this  report  which  I  am  sure  will  be  a  very  valuable 
contribution  to  our  work.  I  suggest,  Mr.  Derrick,  that  we  might 
well  suggest  to  some  other  States  that  they  provide  for  us  a  similar 
kind  of  compendium  of  how  Federal  programs  have  impacted  on 
them  and  advise  on  how  we  might  make  use  of  this  information. 

Thank  you  very  much.  Governor. 

Mr.  Riley.  Thank  you  so  much. 

Mr.  Derrick.  Governor,  if  I  could  just  have  a  question  or  two 
myself,  please.  I  would  like  to  underscore  what  Chairman  Boiling 
said,  and  Congressman  Beilenson,  and  tell  you  that  I  know  that 
revenue  sharing  funds  have  accomplished  many  worthwhile  pur- 
poses. But  I  can  also  point  out  to  you  in  South  Carolina  a  town 
that  has  a  patrol  car  that  doesn't  have  a  policeman,  and  a  town  of 
400  citizens  that  has  a  completely  riot-equipped  patrol  car,  and 
towns  that  have  fire  engines  with  ladders  that  go  six  stories  when 
the  highest  building  is  only  three  stories. 

These  are  extreme  examples,  but  the  point  that  I  make  is  that 
one  of  the  major  problems  we  have  in  this  country  today  concern- 
ing the  expenditure  of  the  taxpayer's  dollar  is  that  we  have  sepa- 
rated the  collector  from  the  spender.  The  point  that  I  make  in 
these  instances,  is  that  if  the  local  government  officials,  the  city 
councilmen,  and  the  county  councilmen  had  to  go  down  every 
morning  on  the  streets  of  that  town  and  have  coffee  and  so  forth 
and  face  the  taxpayers,  the  ad  valorem  taxpayer,  for  the  expendi- 
ture of  these  funds,  the  discipline  would  be  much  greater.  And  I 
would  suggest  to  you  that  probably  that  fire  engine  would  have 
had  a  ladder  that  went  three  stories  and  that  you  wouldn't  have 
that  expenditure  of  funds. 

I  think  you  know  these  Federal  funds  that  come  down  the  road — 
I  w£is  in  State  government  as  you  well  know  and  in  State  govern- 
ment we  had  a  great  deal  to  do  with  local  government — it's  great 
to  get  these  funds  because  you  don't  have  to  collect  them  and  you 
really  are  unanswerable,  in  the  strict  sense  of  the  word,  to  the 
taxpayers.  But  it  gets  all  mixed  up. 

Let  me  pose  this  question  to  you.  Would  you  endorse  the  proposi- 
tion that  was  advanced  by  Chairman  Boiling  that  we  turn  over 
some  of  this  taxing  authority  to  the  States  and  the  local  govern- 
ment so  that,  as  you  have  so  ably  pointed  out,  there  will  not  be 
that  shortfall  by  the  time  the  money  goes  to  Washington  and 
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comes  back  down — the  administrative  costs  and  one  thing  and 
another?  I  assume  you  would  agree  it  would  make  our  local  offi- 
cials more  accountable. 

Mr.  Riley.  Yes,  sir.  I  certainly  would  endorse  that.  I  was  a  strong 
proponent  of  home  rule  in  this  State,  That  was  one  of  the  theoreti- 
cal concepts  of  home  rule,  that  is,  we  had  the  legislature  responsi- 
bile  for  local  government,  in  a  sense.  And  the  local  county  council 
and  city  council  had  very  little  authority. 

The  whole  concept  of  that  is  to  put  the  power  where  the  respon- 
sibility is  and  vice  versa,  so  that  the  public  would  know  when  they 
voted  for  city  council  that  that  is  who  was  responsible  for  making 
the  decisions  involving  the  city.  And  they  could  not  say,  "Well,  the 
local  delegation  in  Columbia  did  it."  Just  like  in  revenue  sharing, 
someone  sees  something  they  don't  like  and  they  go  to  Chairman 
Boiling  and  say,  "What  is  wrong?"  And  you  say,  "Well,  we  don't 
say  how  that  money  is  spent."  I  understand  that. 

I  point  out  to  you,  Mr.  Chairman,  that  I  can  point  and  you  can 
point  to  many  examples  of  the  ridiculous  expenditures  on  the  part 
of  the  Federal  Government.  Lost  in  the  bureaucratic  system,  lost  in 
responsibility  in  terms  of  a  Congressman.  If  we  seek  out  poor 
decisionmaking,  we  can,  yes,  find  it  in  some  small  towns.  We  can 
find  it  in  States  and  also  in  Federal  Government.  And  I  think  we 
all  recognize  that. 

Someone  has  to  be  given  responsbility  to  make  public  decisions. 
Now,  I  think  that  the  four  of  us  are  agreeing  that  what  we  should 
develop  a  system  to  give  the  cities,  the  counties,  and  the  States 
some  room  to  breathe  from  a  revenue  standpoint.  You  have  to  have 
it.  Give  them  room  to  breathe,  but  let  the  people  know  that  they 
are  the  ones  responsible  for  making  certain  decisions. 

Yes,  sir.  I  would  support  that  concept  fully.  And  I  also  would 
point  out  to  you  that  in  many  cities,  in  many  towns,  in  many 
States,  that  the  great  majority  of  the  decisions  on  the  local  level 
are  very  sound  decisions,  carefully  reached,  and  money  properly 
spent.  I  am  aware,  as  you  are,  of  situations  where  that  is  not  true. 
And  if  the  bee  was  on  the  local  city  councilperson,  I  think  they 
would  certainly  be  more  careful  to  see  that  the  money  was  spent 
better.  I  support  that  concept,  certainly. 

Mr.  Derrick.  I  know  that  for  years  you  have  been  a  proponent  of 
home  rule  and  getting  the  government  closer  to  the  people.  And 
this  is  what  we  are  talking  about.  Let  me  ask  you  one  other  short 
question  on  another  subject.  Have  you  noticed  over  the  last  couple 
of  years  any  lessening  of  the  regulations  that  your  State  agencies 
are  having  to  contend  with?  We  have  seen  some  of  that  on  the 
Federal  level,  and  I  think  there  is  more  consciousness  of  it. 

Mr.  Riley.  I  think  you  are  right.  We  don't  see,  certainly,  a 
noticeable,  all  of  a  sudden,  day  and  night  change.  But  as  I  dis- 
cussed the  discipline  in  tightening  up  on  money,  I  think  there  is  a 
discipline  in  relaxing  regulations.  I  think  I  read  the  other  day  of 
some  900  to  1,000  unnecessary  regulations  that  have  been  eliminat- 
ed by  the  President  and  the  Congress  over  the  last  year  or  so.  And 
I  think  that  is  good. 

We  are  beginning  to  get  the  feeling  that  Congress  and  the  Presi- 
dent of  this  country  are  concerned  about  the  way  programs  are  run 
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and  about  wasted  motion.  I  think  there  is  a  feeling  that  tightening 
up  is  taking  place,  and  I  certainly  endorse  it  and  support  it. 

Mr.  Derrick.  Governor,  I  thank  you  very  much  for  your  testimo- 
ny, and  I  thank  you  for  this  report.  And  I  will  ask  that  this  report 
be  made  a  part  of  the  record.  I  thank  you  once  again  for  your 
hospitality. 

Mr.  Riley.  Thank  you  so  much. 

[Testimony  resumes  on  p.  918.] 

[The  report  submitted  by  Governor  Riley,  referred  to  above  fol- 
lows:] 
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LETTER  OF  TRANSMITTAL 

Submitted  herewith  in  accordance  with  the  request  made  to  this 
office  are  recommendations  relative  to  grant  consolidation  and 
simplification.   For  your  convenience,  an  Executive  Summary  has  been 
included  which  summarizes  the  major  recommendations  received  from 
the  various  state  agencies  included  in  this  study.   Basically,  the 
majority  of  the  responses  incorporated  in  this  study  are  from  state 
agencies  who  prepare  state  plans  in  accordance  with  0MB  Circular  A-95, 
Part  III,  Governor's  Review.   An  attempt  to  address  the  inter- 
relationship between  all  Federal  and  State  agency  funds  would  have 
been  impractical  due  to  time  restraints.   This  study  has  been  divided 
into  eight  (8)  areas:   (1)   Economic  Development,  (2)   Transportation, 
(3)   Natural  Resources,  (4)   Education,  (5)   Manpower,  (6)  Health 
and  H\jman  Services,  (7)   Public  Safety,  and  (8)   Energy.   You  will 
note  in  the  body  of  this  study  that  in  some  instances  information  was 
included  that  goes  somewhat  beyond  the  scope  of  the  request;  however, 
we  believe  that  such  information  is  relevant  and  provides  some 
valuable  programmatic  applications. 

This  study  is  to  be  used  as  a  guide  for  a  uniform  and  coordinated 
response  from  all  states  and  by  no  means  for  the  detriment  of  the 
State  of  South  Carolina.   I  trust  that  the  information  as  submitted 
will  prove  useful  and  beneficial  to  this  most  important  fiscal  matter. 


Richard  W.  Riley         ^^ 


873 


TABLE  OF  CONTENTS 

1.  Executive  Summary  1 

2.  Economic  Development 5 

3.  Transportation  8 

4.  Natural  Resources  10 

5.  Education 12 

6.  Manpower 27 

7.  Health  and  Human  Services 29 

8.  Public  Safety 38 

9.  Energy 44 


1+8-071  0-80-56 


874 

STATE  OF  SOUTH  CAROLINA 
FEDERAL  AID  CONSOLIDATION  AND  SIMPLIFICATION 
EXECUTIVE  SUMMARY 

1.  ECONOMIC  DEVELOPMENT 

A.  HUD  701 

SIMPLIFICATION 

--The  State  needs  to  more  closely  exercise  control  over 
the  distribution  of  comprehensive  planning  funds 

--De-emphasize  federally  initiated  objectives  and  bring 
all  federal  grant  programs  into  coordination  with  a 
state  strategy  for  economic  development 

--Coordinate  planning  program  funding  with  sub-state 
levels  of  government 

--Develop  new  allocation  mechanisms  with  emphasis  on 
performance  and  developmental  strategies 

CONSOLIDATION 

--Elimination  of  multiple  levels  of  approval 

B.  ARC,  CPRC,  EDA  304 

SIMPLIFICATION 

--304  current  restrictions  should  be  reduced  or  eliminated 

--Less  federal  involvement  on  expenditure  of  state 
administered  federal  funds 

--Change  in  cash  flow  requirements 

CONSOLIDATION 

--ARC  and  CPRC;  remove  Title  V  Regional  Commissions  from 
the  Department  of  Commerce  and  establish  a  coordinating 
unit  for  Title  V's  and  ARC  in  the  Executive  Office  of  the 
President 

2.  TRANSPORTATION 

SIMPLIFICATION 

--Grant  states  authority  to  award  and  administer  subgrants 

--Permit  funding  carry-over  for  a  three-year  period 

--Remove  funding  constraints 

--Phase  labor,  handicapped,  and  accounting/reporting  re- 
quirements over  a  period  of  years 

-1- 


875 


CONSOLIDATION 

--Reduce  the  24  FHA  apportionment  categories  to  five  or  six 

--Consolidate  all  funds  for  public  transportation  services 
under  a  single  grant  program  under  DOT 

--Coordinate  HEW  and  DOT  transportation  funding 

NATURAL  RESOURCES 

SIMPLIFICATION 

— Federal  agency  review  of  all  permits  issued  by  a  state 
agency  should  be  reduced 

— Develop  more  flexible  regulations 

CONSOLIDATION 

--Combine  NPDES  with  National  Retreatment  Program 

--Consolidate  radiation  programs  under  one  agency 

--Combine  all  water  quality  programs 

--Reduce  duplication  of  effort  between  regional  and 
Washington  offices 

EDUCATION 

SIMPLIFICATION 

— Eliminate  the  very  small  grant  programs  for  which  funding 
is  minimal  and  proportionately,  administrative  costs  are 
high 

--Provide  for  common  definitions  of  terms  across  categorical 
programs  in  broad  areas  (i.e.,  elementary  and  secondary 
education) 

— Provide  for  uniform  audit  standards  and  procedures  across 
categorical  programs  in  broad  areas 

--Eliminate  the  overly  specific  requirements  in  "set-asides" 
and  "sub-program"  objectives 

— Allow  the  use  of  detailed  summaries  to  describe  the  content 
of  State  Plans  for  citizen  review  and  comment.   The  full 
State  Plan  would  naturally  have  to  be  made  available  on 
request. 

CONSOLIDATION 

— Merge  small  grant  programs  with  other  related  programs 

Note:   See  contents  of  report  on  education  for  specific 
recommendations . 
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5.  MAOTOWER 

SIMPLIFICATION 

--Establish  two  year  planning  cycles  and  single  grant 
application  procedures 

--Provide  for  more  local  development  of  regulations  and 
policies  concerning  program  design  and  mix 

CONSOLIDATION 

--Consolidate  various  programs  into  three  basic  titles: 
(1)  training  services,  (2)  public  service  employment, 
and  (3)  special  target  groups 

--Develop  uniform  eligibility  criteria  and  certification 
procedures  which  should  primarily  include  two  factors: 
income  levels  and  labor  force  status 

--Consolidate  all  employment  and  training  programs  into 
a  single  Federal  agency 

6.  HEALTH  AND  HUMAN  SERVICES 

SIMPLIFICATION 

--Encourage  common  planning  by  all  states  which  provide 
similar  program  services 

--Develop  a  three  year  planning  cycle 

--Finalize  regulations  before  appropriating  funds  in  order 
to  get  sufficient  early  input 

--A  maximum  indirect  cost  rate  should  be  established  for 
health  and  human  services  programs  above  which  no  FFP 
would  be  allowed 

CONSOLIDATION 

--Develop  common  eligibility  criteria  for  similar  program 
services 

Note:   See  contents  of  report  for  specific  recommendations. 

7.  PUBLIC  SAFETY 

A.   CRIMINAL  JUSTICE 

SIMPLIFICATION 

--Specific  funding  level  requirements  should  be  eliminated 

--Reporting  and  plan  submission  requirements  should  be 
reduced 

— Fiscal  and  administrative  requirements  should  be  relaxed 
to  practical  levels 
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CONSOLIDATION 

— Consolidate  the  dozens  of  Federal  Programs  that  provide 
funds  to  states  for  criminal  justice  purposes  into  a  few 
broad  categories 

--Federal  financial  and  administrative  requirements  should 
be  consolidated  into  one  uniform  set  of  guidelines  for 
all  funding  regardless  of  funding  source 

B.  HIGHWAY  SAFETY 

SIMPLIFICATION 

--The  407o  pass  through  requirement  for  Section  402  funds 
should  be  maintained 

CONSOLIDATION 

--The  specific  allocation  amounts/percentages  for  indivi- 
dual purposes  for  Section  402  and  Highway  Safety 
Improvement  Funds  should  be  eliminated 

C.  DISASTER  PREPAREDNESS 

SIMPLIFICATION 

--Local,  state  and  regional  input  should  be  assured  in  the 
development  of  the  Federal  Emergency  Management  Agency 
(FEMA)  guidelines  and  procedures 

CONSOLIDATION 

--Related  federal  programs  and  procedures  should  be 
consolidated  and  simplified 


8 .   ENERGY 


SIMPLIFICATION 

--Develop  energy  administrative  grants  and  implementation 
grants 

CONSOLIDATION 

--Develop  grant  section  in  Department  of  Energy 

--Consolidate  all  energy  related  grant,  loan,  and  loan 
guarantee  programs  at  the  Federal  level 
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ECONOMIC  DEVELOPMENT 


SIMPLIFICATION 
HUD  701 

— The  state  needs  to  more  closely  exercise  control  over  the 
distribution  of  comprehensive  planning  funds.  This  could 
be  accomplished  through  requiring  all  701  funds  to  pass 
through  the  state  including  funds  for  Metropolitan  Councils 
of  Government.   The  Department  of  Housing  and  Urban 
Development  regulations  would  need  changing  to  allow  such 
pass  through.   An  alternative  could  be  to  continue  the 
existing  state  involvement  in  non-metropolitan  funds  and 
require  the  state  sign-off  on  all  programs  undertaken  by 
the  Metropolitan  Councils  of  Government  prior  to  HUD  funding. 

— The  overall  goal  would  be  to  deemphasize  federally  initiated 
objectives  and  bring  all  federal  grant  programs  into 
coordination  with  a  state  strategy  for  economic  development 
resulting  in  an  efficient  state  investment  plan. 

— These  funds  are  divided  into  three  categories:   state; 

regional;  and  local  monies  by  the  Department  of  Housing  and 
Urban  Development.   The  regional  and  local  funds  are  passed 
through  funds  and  are  distributed  to  the  regions  on  a  formula 
basis.  The  formula  emphasizes  "maintenance  of  effort"  and 
population  statistics.  Little  attention  is  paid  to  performance. 
A  new  allocation  mechanism  needs  to  be  developed  to  allocate 
funds  on  maintenance  of  effort,  performance  and  in  accord  with 
the  economic  development  strategy  of  the  state.  Monies  for 
regions  with  urban  areas,  over  50,000  population,  bypass  the 
state  in  their  movement  from  the  federal  to  local  levels.  As 
discussed  under  the  Simplification  Section,  the  state  needs  to 
gain  some  control  over  the  productivity  of  such  monies. 

ARC,  CPRC,  EDA  304 

— The  current  restrictions  imposed  upon  the  use  of  Economic 
Development  Administration  304  funds,  or  such  other  similar 
funds  made  available  to  the  states  in  the  future  should  be 
reduced  or  eliminated.  The  restrictions  that  these  funds 
cannot  be  utilized  to  supplement  other  federal  grant  and  aid 
funds,  can  foil  a  state's  effort  to  coordinate  one  or  more 
federal  grant  programs  which  it  administers  toward  meeting  an 
established  economic  development  goal  or  priority. 
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ECONOMIC  DEVELOPMENT 


SIMPLIFICATION 

ARC,  CPRC.  EDA  304  (cont.) 

— Expenditures  of  state  administered  federal  funds  which  are 
consistent  with  a  previously  approved  state  investment 
strategy  should  be  subject  to  far  less  federal  involvement 
than  at  present.   As  an  example,  the  current  EDA  section  304 
program  referred  to  above  requires  that  the  state  indicate 
to  EDA  at  the  beginning  of  each  grant  year  its  funding  (or 
project)  priorities  for  the  coming  year  and  that  their  method 
of  selection,  including  their  consistency  with  the  state 
economic  development  planning  process.  Despite  this  require- 
ment, applicants  must  also  complete  a  full  application  for 
submittal  to,  and  review  an  approval  by,  EDA  for  each  and  every 
project  proposed  to  be  funded.   This  administrative  overburden 
is  excessive  and  inconsistent  with  the  purposes  of  the  grant 
funds,  as  well  as  acting  as  a  major  disincentive  with  regard 
to  the  development  of,  an  adherence  to,  a  state  investment 
strategy. 

— Changes  in  cash  flow  requirements  would  greatly  benefit  the 
EDA  Section  304  Program.   It  is  recommended  that  the  25% 
match  requirement  be  permitted  from  any  non-federal  source 
instead  of  the  current  requirement  of  "state  cash"  match. 


B.   CONSOLIDATION 

HUD  701 

— Elimination  of  multiple  levels  of  approval  (federal,  regional 
and  Washington)  would  speed  up  program  implementation  and 
reduce  paperwork.   There  is  no  reason  why  the  subgrant  approval 
responsibility  cannot  be  delegated  to  the  state. 

— The  multiplicity  of  planning  programs  provided  by  various  state 
and  federal  programs  should  be  coordinated  together  to  improve 
efficiency.   Such  funds  would  need  to  be  identified  and  a 
review  committee  established  with  authority  to  approve  or 
disapprove  funding.   An  option  to  this  at  the  local  level  is 
to  have  all  funds  pass  through  the  Councils  of  Government 
ensuring  coordination  of  product.   The  Councils  of  Government 
would  receive  guidance  from  the  state  as  to  direction  and 
strategies  for  use  of  funds. 
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ECONOMIC  DEVELOPMENT 


B.   CONSOLIDATION 

ARC.  CPRC.  EDA  304 


-An  increase  in  the  level  of  such  funding  made  available 
to  states  to  facilitate  their  direct  efforts  and  consolidation 
of  federal  programs  will  greatly  assist  state  economic 
development  efforts. 

-The  ARC  and  CPRC  programs  enjoy  a  federal-state  partnership 
relation  producing  a  great  degree  of  flexibility  and 
responsiveness  for  these  multi-functional  economic  development 
programs.  The  efficiency  of  these  programs  could  be  improved 
even  further  if  the  Title  V  Regional  Commissions  were  removed 
from  the  Department  of  Commerce  and  a  coordinating  unit  for 
all  Title  V's  and  ARC  was  established  in  the  Executive  Office 
of  the  President. 
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TRANSPORTATION 


A.   SIMPLIFICATION 


-Public  Transportation  funds  are  basically  awarded  to  states 
through  block  grants.  The  states  should  be  granted  the 
requisite  authority  to  administer  and  award  subgrants  without 
additional  approval  by  any  agency  of  U.  S.  Department  of 
Transportation. 

-All  U.  S.  Department  of  Transportation  funds  should  be  allowed 
to  be  carried  forward  for  a  period  of  three  years.   This  would 
ensure  complete  consumption  of  available  monies.   Such  carry 
forward  provisions  are  available  for  most  DOT  programs. 

-All  funds  spent  for  transportation  delivery  should  not  have 
strict  objectives  and  regulations  which  restrict  multiple  use 

of  funds  or  restrict  use  of  acquired  facilities.   Programs  should 
not  be  allowed  to  become  totally  self-serving. 

-All  programs  providing  public  transportation  funding  allow  flow 
through  of  funds  to  local  governments.   If  all  programs  flowing 
via  the  state  (Section  8,  16(b)(2)  and  18)  had  common  regulations, 
similar  to  Section  18  regulations,  productivity  would  be  increased 
due  to  consolidation  of  handling  grant  award  processes.   With 
similar  regulations,  the  programs  could  be  more  easily  coordinated 
and  compliment  each  other.   However,  for  example,  presently  the 
16(b)(2)  program  facilities  can  not  be  readily  used  by  individuals 
eligible  for  Section  18  and  8  funds. 

-Section  3  and  5  funds  are  available  to  urbanized  areas  (over  50,000 
population) .  These  funds  go  directly  to  the  local  area  from  the 
federal  source.  At  present,  none  of  these  funds  are  being  utilized 
by  South  Carolina  cities  due  to  a  myriad  of  regulations.  Phasing 
of  labor,  handicapped  and  accounting/reporting  requirements  over  a 
period  of  years  might  entice  some  South  Carolina  cities  to  become 
involved  in  these  programs. 


B.   CONSOLIDATION 


— The  Federal  Highway  Administration  has  doubled  the  congressional 
language  of  twelve  apportionment  categories  for  highway  improve- 
ment funds  into  twenty-four  (24)  categories.  This  large  number  of 
categories  makes  the  program  difficult  to  administer  and  increases 
the  chances  of  having  funds  lapse.   Through  regulatory  change 
these  can  be  reduced  back  to  twelve  (12).   However,  due  to  Federal 
Highway  Administration's  consistent  attempts  to  fragment  programs 
into  additional  categories  for  their  own  convenience,  congressional 
action  may  be  needed  to  reduce  categories  to  five  (5)  or  six  (6) 
to  allow  for  the  Federal  Highway  Administration's  splitting  of 
categories. 
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TRANSPORTATION 


B.   CONSOLIDATION  (cont.) 


-All  funds  available  for  Public  Transportation  Services  should  be 
placed  in  a  single  grant  program  under  a  single  section  of  the 
U.  S.  Department  of  Transportation.   This  would  allow  much  greater 
flexibility  of  use  by  the  states.   A  good  example  of  such  flexi- 
bility is  the  Section  5  and  18  programs  administered  by  U.  S. 
Department  of  Transportation. 

-The  consolidation  of  the  Urban  Mass  Transportation  Administration 
and  the  Federal  Highway  Administration  into  a  surface  Transporta- 
tion Administration  would  simplify  communications  between  the 
states  and  these  two  agencies  of  the  Department  of  Transportation. 
This  process  is  supposedly  in  progress  but  seems  very  slow  in 
materializing . 

-Funds  allocated  by  the  Department  of  Health,  Education  and  Welfare 
and  the  Department  of  Labor  to  South  Carolina  for  transportation 
purposes  should  be  coordinated  with  the  state's  general  public 
transportation  efforts.   Such  HEW  and  DOL  dollars  are  many  times 
greater  and  must  be  coordinated  with  the  Department  of  Transportation 
funds  to  leverage  resources  for  the  provision  of  transportation 
services  to  the  general  public. 

-All  transportation  funds  at  the  federal  level  should  be  administered 
by  or  coordinated  through  a  single  agency.  This  is  also  true  for 
federal  and  state  transportation  funds  at  the  state  level. 
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NATURAL  RESOURCES 


SIMPLIFICATION 

— Federal  agencies  should  weigh  the  expected  benefits  against 
the  costs  of  regulation. 

— Long  range  programs  should  receive  some  assurance  of  long-range 
fundings,  in  order  to  facilitate  planning.   (Particularly  true 
of  the  Forestry  Commission.) 

— Funding  levels  should  be  finalized  sooner;  some  agencies  are  in 
the  position  of  having  to  estimate  revenues  in  June,  when  the 
actual  grant  amounts  are  not  determined  until  the  following 
April.   (Wildlife  and  Marine  Resources)  Earlier  decisions  might 
preclude  multiple  grant  applications. 

— When  cuts  are  made,  they  should  be  made  equally  at  the  state  and 
federal  levels.   (The  House  Appropriations  Committee  recently  cut 
the  Land  and  Water  Conservation  Fund  program  budget  by  45%  at  the 
state  level,  but  only  1.5%  at  the  federal  level.) 

— Federal  agency  review  of  all  permits  issued  by  a  state  agency  should 
be  reduced.   Federal  inspections  may  also  duplicate  state  efforts 
more  than  is  necessary.   (DHEC  notes  that  in  one  program.  Federal 
inspectors  reevaluate  10%  of  state  inspected  facilities.) 

— Regulations,  policy,  etc.,  should  be  more  consistent  from  year  to 
year,  from  act  to  act,  and  from  region  to  region.   (PRT  feels  that 
HCRS  regulations  are  not  equally  applied  in  all  regions.)  This 
should  eliminate  wasted  or  duplicated  effort. 

— States  should  have  a  greater  voice  in  rule  and  policy  making,  since 
they  are  in  a  better  position  to  know  what  Is  practical  and  enforceable 
In  their  own  areas.   (Again,  this  will  eliminate  wasted  or  duplicated 
effort.) 

— States  should  have  broader  discretion  to  interpret  federal  rules  and 
policies.   States  should  be  given  "overall  limits"  and  guidelines 
within  which  to  work,  but  should  not  be  given  regulations  governing 
the  most  minute  aspects  of  a  program.   (It  has  been  shown  that  it  is 
more  economical  to  have  states  administer  programs  than  to  have  them 
administered  by  the  federal  government. 

— Programs,  consultants,  etc.  which  have  proven  to  be  less  than 
satisfactory  in  the  past  should  not  be  refunded.   A  useful  (and 
usable)  product  should  be  received  for  every  grant  awarded. 
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NATURAL  RESOUKCES 
CONSOLIDATION 
,  — Combine  NPDES  with  National  PRetreatment  Program 

— Consolidate  agencies  involved  in  radiation  programs 

— Combine  all  water  quality  programs 

— Reduce  duplication  of  effort  between  Regional  and  Washington  (Federal) 
agency  offices. 

— Eliminate  funding  for  two  or  more  agencies  to  perform  the  same  task 
within  one  state.   (An  Example  might  be  commercial  fisheries 
research  performed  by  Wildlife  and  Marine  Resources  and  by  the 
regional  agency,  South  Atlantic  Fisheries  Management  Council.) 

— A  federal  forijm  like  the  Governor's  Natural  Resources  Forum  was 
suggested  as  a  means  of  achieving  federal  coordination. 
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EDUCATION 


OVERVIEW 

At  first  glance,  large  federal  block  grants,  with  few  requirements 
attached,  would  appear  to  be  one  way  of  reducing  federal  spending.  This 
approach,  however,  ignores  the  reality  that  citizens  at  a  disadvantage 
(i.e.,  the  handicapped,  people  with  little  income,  and  minorities)  have 
not  and  very  likely  would  not  fare  well  in  competition  for  programs  at  the 
state  and  local  level.   Thus,  federal  categorical  programs  in  education 
should  be  maintained  but  with  a  number  of  Important  modifications  to 
reduce  the  cost  of  operating  these  programs. 

A.   SIMPLIFICATION 

ELEMENTARY  AMD  SECONDARY  EDUCATION 

— The  authorizing  legislation  for  all  of  these  major  programs 
should  delete  contradictory,  complex,  and  unrealistic  require- 
ments.  Terminology  should  be  incorporated  into  all  program 
language  on  a  uniform  basis;  "supplement"  and  not  "supplant" 
should  either  be  uniformly  defined  and  applied  or  deleted. 
"Excess  cost"  and  "commingling"  should  be  clarified.   Audit 
procedures  based  upon  uniform  accounting  requirements  which 
in  turn  are  dependent  upon  uniformity  of  regulations,  should 
be  standardized. 

— The  new  "common  sense"  Federal  regulations  fail  entirely  in 
their  purpose  of  clarification  and  simplification.  At  present, 
it  now  requires  an  average  of  five  sets  of  federal  regulations, 
guidelines  and  laws  with  an  intricate  cross-check  of  each  to 
secure  full  meanings  of  any  particular  program  requirement. 

— Title  I  ESEA,  P.L.  89-10  as  amended  "Compensatory  Education 
for  the  Disadvantaged. 

In  addition  to  standard  terminology,  the  "cutouts"  and  "set 
asides"  for  the  handicapped  should  be  deleted  and  placed  under 
the  Programs  for  the  Handicapped.  Compliance  monitoring  docu- 
ments should  be  simplified. 

lea's  should  be  given  flexibility  to  provide  compensatory 
education  to  the  most  educationally  disadvantaged  children 
wherever  they  are  enrolled.   At  present,  only  children  in  Title  I 
"target"  schools  can  be  served.   This  creates  inequity.   By 
changing  the  delivery  system,  the  funds  could  continue  to  carry 
the  "concentration"  requirement  for  "most  needy"  but  there  would 
no  longer  be  a  need  for  "excess  cost"  restriction. 
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EDUCATION 

A.   SIMPLIFICATION 

ELEMENTARY  AND  SECONDARY  EDUCATION  (cont.) 

— Vocational  Education. 

In  addition  to  ESEA,  all  Federal  programs,  particularly 
vocational  education,  should  be  advance  funded.  Maintenance 
of  effort  should  be  maintained  but  matching  state  funds  should 
be  deleted.  Greater  latitude  should  be  given  in  utilization 
of  funds  by  combining  "set  asides." 

— Adult  Education. 

In  addition  to  the  authorizing  legislation  with  accompanying 
standardized  terminology  and  simplified  guidelines,  the  program 
should  be  freed  of  the  restrictions  on  the  utilization  of  any 
percentages  for  basic,  secondary,  or  demonstration  "cutouts." 
The  state  plan  should  be  streamlined. 

— Education  of  All  the  Handicapped,  P.L.  94-142. 

Handicapped  program  funds  should  be  freed  of  the  restrictive  and 
cumbersome  set  asides  which  constitute  discretionary  funds  at  the 
Federal  level. 

The  present  state  plan  requirements  have  become  so  detailed, 
complex  and  voluminous;  and  the  safeguards,  procedures,  and 
assurances  so  involved  that,  as  in  Vocational  Education,  a  full- 
time  staff  is  required  to  begin  work  on  one  plan  even  before 
the  preceding  plan  is  approved.  Lack  of  standardized  terminology 
and  lack  of  clear-cut  procedures  for  program  development,  operation 
and  reporting  make  it  very  difficult  to  administer  this  program. 
The  lack  of  clarity  of  the  term  "excess  costs,"  and  the  legal 
complications  of  an  "adequate"  program  and  length  of  school  year 
are  additional  problems  in  this  area.  The  lack  of  agreement  on 
the  definitions  of  handicapped,  percentage,  and  incident  figures 
are  further  indications  of  badly  needed  legislative  changes. 

In  addition,  the  content  and  organization  required  in  the  state 
plan  are  not  conducive  to  public  understanding  or  comment.   The 
plan  should  be  simplified  and  organized  into  a  more  easily 
understood  format. 

— Food  Service  Programs. 

Food  Service  Programs  administered  by  the  U.  S.  Department  of 
Agriculture  include  for  public  schools  a  breakfast,  lunch,  milk, 
and  commodities  distribution  program.  A  state  plan  is  required 
which  is,  in  effect,  a  detailed,  management  document.   Formulas 
for  fund  distribution  (full,  reduced,  and  free  lunches)  are 
examples  of  changes  which  take  place  at  least  twice  each  year. 
Funds  for  public  schools  should  be  assessed  through  the  state 
agency  on  a  simplified  per  student  or  per  capita  participation 
basis  with  a  lifting  of  the  voluminous  restrictions  and  explana- 
tions relative  to  every  aspect  of  the  school  feeding  program. 
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EDUCATION 

SIMPLIFICATION 

ELEMENTARY  AMD  SECONDARY  EDUCATION  (cont.) 

— Title  II  of  ESEA,  P.L.  95-561  (Basic  Skills  Programs)  should 
be  provided  with  sufficient  funding  to  insure  reasonable  assur- 
ance of  national  impact.  This  program  constitutes  another 
example  of  hasty  Congressional  reaction  to  an  expressed 
national  problem  without  commensurate  funding. 

— The  program  for  Gifted  and  Talented  funded  under  Title  IX 
of  P.L.  95-561  is  of  significant  importance.  This  program 
should  not  only  be  maintained,  but  additional  funding  should 
be  provided. 

— The  Civil  Rights  Technical  Assistance  funds  available  to  state 
agencies,  both  for  "race"  and  for  "sex,"  should  be  provided  to 
state  agencies  on  a  formula  allocation  basis.  The  present  so- 
called  "competitive"  grants  policy  of  USOE  enables  funds  to  be 
arbitrarily  withdrawn  and  redirected  by  Federal  bureaucrats 
with  tremendously  disruptive  effects  at  the  state  level. 

— The  504  Section  restrictions  should  be  greatly  simplified.   A 
general  rule  should  be  applied  that,  if  the  Federal  government 
mandates  an  action  (access  to  buildings,  classes,  etc.,  by 
handicapped  and  employment  of  handicapped),  the  Federal 
government  should  provide  the  necessary  implementation  funding. 

— The  recently  funded  Nutrition  Education  and  Training  Program 
implemented  by  the  U.  S.  Department  of  Agriculture,  unless 
drastically  changed,  is  too  complicated  in  its  funding,  too  out 
of  phase  with  other  regular  funding  cycles,  and  too  uncertain 
as  to  continued  funding  to  be  a  viable  program. 

— All  major  programs  of  the  State  Department  of  Education  are  "flow 
through"  funded  programs.  The  standardization  of  terminology 
and  the  imposition  of  a  single  set  of  regulations  and  guidelines 
would  go  far  to  providing  for  cost  savings  and  increased 
productivity. 

— All  of  the  present  "discretionary"  funds  retained  at  the  Federal 
level  should  be  specifically  allocated  to  programs  by 
Congressional  action. 

~0f  particular  importance  to  LEA's  is  the  necessity  for  a  reduction 
in  reporting  requirements  mandated  by  each  Federal  program  without 
regard  to  personnel,  time,  or  funds  provisions.  A  single,  simpli- 
fied, and  uniform  report  is  all  that  Congress  should  allow  to  be 
imposed  on  the  states  and  local  agencies. 
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EDUCATION 

A.  SIMPLIFICATION 

ELEMENTARY  AND  SECONDARY  EDUCATION  (cont.) 

— Audit  requirements,  different  for  each  Federal  program  are 
arbitrary,  cumbersome,  ambiguous,  and  should  be  standardized 
and  simplified.   A  State  Audit  Agency  should  be  funded  and 
charged  with  the  authority  and  responsibility  for  overall 
audits.  Audits  should  be  utilized  for  program  improvement 
rather  than,  as  at  present,  providing  a  basis  only  for  long, 
drawn  out  legal  proceedings  between  state  and  Federal  bureau- 
crats. Administrative  procedures  lead  to  court  proceedings 
over  minor  deviations  or  differing  interpretations.  The  result 
is  a  tremendous  increase  in  costs,  a  growth  in  bureaucracy,  and 
a  further  unnecessary  expense  to  taxpayers. 

B.  CONSOLIDATION 

ELEMENTARY  AND  SECONDARY  EDUCATION 

— Any  measurable  increase  in  efficiency  of  simplification  in 
Federal  programs  would  be  dependent  upon  the  willingness  of 
the  Federal  Congress  to  redraw  authorizing  legislation  for 
Federal  categorical  programs.  This  authorizing  legislation 
should  make  provisions  for  one  standard  set  of  Federal  regula- 
tions, including  standardized  definitions  and  processes  for 
determining  such  things  as  maintenance  of  effort,  comparability, 
excess  cost,  disadvantaged  handicapped,  and  compensatory. 

— Another  major  change  that  should  be  made  in  Federal  program 

legislation  is  in  regard  to  the  utilization  of  Federal  categorical 
program  funds  for  state  administration.  Under  present  legislative 
restrictions,  each  program  carries  its  own  administration  funding- 
each  with  different  percentages,  restrictions,  and  permissions. 
This  results  in  state  agencies  being  forced  to  employ  large  staffs 
for  some  programs  while  other  equally  important  programs  are 
inadequately  staffed. 

— Congress  should  enact  a  provision  that  the  administration  portion 
of  Federal  funding,  even  though  categorical,  could  be  "pooled" 
at  the  state  level  and  utilized  for  the  administration  of  all 
programs  without  restriction  of  specific  funds  to  specified 
programs. 

— State  plans,  now  cumbersome,  detailed,  with  extremely  complex 
catalogs,  should  be  reduced  in  complexity  and  volume.  Account- 
ability reports  should  be  simplified  and  reduced  in  volume. 
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B.   CONSOLIDATION 

ELEMENTARY  AND  SECONDARY  EDUCATION  (cont.) 

— Regional  consortia  impose  an  additional  layer  of  bureaucracy 
and  complicate  the  funding.   All  funds  should  come  through  the 
state  agency  and  be  applied  on  a  uniform  allocation  formula 
basis. 

— ESAA  -  Emergency  School  Aid. 

This  program  could  be  incorporated  into  Title  IV  as  a  demonstra- 
tion program  of  instructional  improvement  for  the  disadvantaged 
and  to  help  reduce  problems  related  to  desegregation. 

—Title  IV  ESEA.  P.L.  89-10  as  amended,  P.L.  95-561. 

The  Part  C  Grants  Program  of  Title  IV  ESEA  and  the  National 
Replication  Network  could,  through  legislative  changes,  serve 
as  a  means  of  field  testing  and  demonstrating  those  programs 
and  practices  which  a  restructuring  of  the  activities  of  the 
National  Institute  of  Education  could  bring  about.   NIE  should 
restrict  its  funding  to  research  activities,  including  those 
which  might  then  be  demonstrated,  validated,  and  further  field 
tested  and  incorporated  into  the  nation's  schools  by  means  of 
Title  IV-C  grants  and  National  Replication  Network  Programs. 

—Title  III  of  P.L.  95-561,  the  Education  Amendments  of  1978, 
"Special  Projects  Act"  should  either  be  adequately  funded  or 
discontinued.  The  following  programs  would  be  effected:  Metric 
Education,  Arts  in  Education,  Preschool  Partnership,  Youth 
Employment,  Law  Related  Education,  Environmental  Education, 
Health  Education,  Correction  Education,  Biomedical  Sciences, 
and  Population  Education. 

—Title  IX  of  P.L.  95-561,  the  Education  Amendments  of  1978,  as 
does  Title  III  Special  Projects,  provides  inadequate  funding. 
Programs  should  either  be  adequately  funded  or  discontinued. 
The  following  programs  would  be  effected:   Education  Proficiency 
Standards,  Women's  Educational  Equity,  Special  Grants  for  Safe 
Schools,  and  Ethnic  Heritage.   No  measurable  impact  can  be 
expected  under  the  limited  or  zero  funding  now  provided. 
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EDUCATION 
VOCATIONAL  REHABILIIATION 

OVERVIEW 

Calls  for  greater  programmatic  flexibility  and  consolidation  must 
be  tempered  by  a  realization  that  programs  for  various  "minority"  target 
groups,  especially  for  handicapped  citizens,  do  not  fare  as  well  in  open 
competition  for  limited  funds  as  do  other  programs  which  appeal  to  larger 
numbers  of  citizens.  For  precisely  that  reason  categorical  grant  funds 
were  established  to  provide  more  incentives  for  states  to  engage  in  such 
programs.   Without  specific  mandates  and  incentives,  many  local  governments 
would  unlikely  fund  such  programs  politically  unadvantageous  and  would  not 
fund  them  at  the  necessary  levels.   While  handicapped  children  and  disabled 
elderly  may  tug  at  our  emotions,  the  vast  majority  of  handicapped  individuals 
between  these  age  extremes  are  simply  not  among  those  who  are  able  to  capture 
the  local  imagination  for  financial  support.  Without  agencies  and  dedicated 
professionals  whose  whole  commitment  is  toward  their  concerns,  these  citizens 
would  not  have  an  effective  advocate  for  services. 

There  are  not  large  numbers  of  handicapped  citizens  in  any  single 
community  or  state,  but  viewed  nationally,  there  are  millions  of  handicapped 
citizens.   As  a  result,  progress  in  this  nation's  efforts  for  handicapped 
citizens  has  been  achieved  by  developing  national  goals,  objectives  and 
priorities. 

In  summary,  there  is  hard  evidence  that  programs  which  benefit  only 
a  limited  segment  of  a  population  (such  as  the  handicapped)  need  special 
programs,  special  funding  and  specific  mandates  to  avoid  being  omitted  in 
competition  for  limited  funds.  All  men  are  not  created  equal;  some  need 
special  consideration  to  achieve  equal  opportunity. 

Intergovernmental  transfer  of  funds  have  much  appeal,  but  evidence 
exists  that  shows  when  funds  can  be  transferred  without  regard  to  source  of 
funding,  handicapped  citizens  lose. 


SIMPLIFICATION 

VOCATIONAL  REHABILITATION 

— Especially  within  HEW,  various  "disincentives"  to  Vocational 

Rehabilitation  exist.   Numerous  instances  abound  which  demonstrate 
that  "benefits"  of  public  assistance  actually  exceed  the  earning 
capacity  of  many  citizens.   Thus,  government  has  created  a  system 
whereby  it  "pays"  not  to  seek  work,  or  not  to  continue  work  for 
any  substantial  period  of  time.   Social  Security  regulations, 
specifically,  coupled  with  medical  payments  programs  actually  work 
against  Vocational  Rehabilitation  efforts  to  remove  handicapped 
citizens  from  various  public  assistance  roles. 
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B.   CONSOLIDATION 

VOCATIONAL  REHABILITATION 

— Within  the  Rehabilitation  Services  Administration  itself, 

several  specific  sub-programs  exist,  each  with  slightly  different 
rules  and  regulations.  It  would  expedite  the  administration  of 
these  programs  if  a  single  grant  was  made  to  the  South  Carolina 
Vocational  Rehabilitation  Department  for  all  funds  available  to 
the  state.  The  state  could  then  determine  themselves  (or  comply 
with  percentage  formulas  for  expenditures)  the  distribution  of 
the  following  funds:   (1)  General  program  or  "regular"  Title  I 
funds;  (2)  Innovation  and  Expansion  funds;  (3)  Research  and 
demonstrations  funds;  (4)  Training  funds,  which  now  include 
both  in-service  and  college-based  training.   Academic  training 
funds  now  further  are  divided  into  long-term  and  short-term 
funding  programs. 

— All  of  the  above  funds  could  simply  be  made  available  to  state 
Vocational  Rehabilitation  agencies  in  a  single  grant,  with 
instructions  to  support,  on  the  state  level,  each  of  the  sub- 
areas  but  still  allowing  states  the  flexibility  within  the 
Vocational  Rehabilitation  program  to  establish  priorities. 
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SIMPLIFICATION 

POST-SECONDARY  VOCATIONAL  EDUCATION 

— The  National  Center  for  Educational  Statistics  working  for 
USOE  has  developed  a  new  reporting  system  called  the 
Vocational  Education  Data  System  (VEDS) .   VEDS  was  developed 
without  adequate  input  from  post-secondary  institutions  and 
and  if  implemented  would  require  massive  administrative 
expenditures.   The  TEC  System  cannot  comply  with  this  VEDS 
and  has  communicated  this  fact  to  the  appropriate  person  at 
USOE.   TEC  staff  have  made  two  trips  to  Washington  to  seek 
the  modification  of  this  reporting  system  to  bring  it  in  line 
with  the  Higher  Education  General  Information  Survey  required 
by  the  National  Center  for  Education  Statistics  of  all  post- 
secondary  institutions.   TEC  will  seek  exception  to  the  current 
VEDS  reporting  requirements  and  seek  modification  of  the  survey 
instruments.   Hearings  have  been  held  on  the  problems  with  VEDS 
and  NCES  plans  to  work  with  post-secondary  institutions  to 
revise  the  system  in  coming  months.   Currently,  all  administrative 
costs  for  Vocational  Education  reporting  is  borne  by  the  State 
Office  of  TEC. 
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A.   SIMPLIFICATION 

HIGHER  EDUCATION 


— The  Higher  Education  Act  of  1965  will  be  revised  this  year. 
Efforts  should  be  made  to  strengthen  Title  I's  role  in 
developing  continuing  education  at  the  state  level. 


B.   CONSOLIDATION 

HIGHER  EDUCATION 


-There  are  various  federal  programs  that  have  a  relationship 
with  continuing  education  which  should  be  taken  into  account 
when  revising  the  Higher  Education  Act,  e.g.,  Urban  University 
Centers,  Lifelong  Learning  (Title  I-B),  Education  Information 
Centers,  and  Metric  Education.   By  bringing  these  together  at 
the  national  level,  they  will  achieve  greater  input  and 
cohesiveness  both  nationally  and  at  the  state  level  while 
minimizing  duplication  and  reducing  gaps  in  coverage. 
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SIMPLIFICATION 

EDUCATIONAL  TELEVISION 

— The  Public  Teleconmunications  Facilities  Program  has  just  been 
streamlined  by  moving  it  from  HEW  to  the  Department  of  Commerce. 
It  should  be  permitted  to  issue  its  own  grant  request  forms 
rather  than  standardized  forms  approved  for  other  purposes  as 
well.   Other  than  that,  the  program  is  one  of  the  most  tightly 
run  and  managed  Federal  operations  we  have  encountered. 

— More  emphasis  should  be  placed  on  replacement  and  upgrading  of 
existing  facilities,  rather  than  such  a  high  priority  on 
"first  service"  everywhere. 
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A.   SIMPLIFICATION 

HISTORIC  PRESERVATION 


-Historic  Preservation  should  be  kept  as  a  separate  program, 
continuing  the  50/50  State-Federal  partnership  to  accomplish 
the  stated  goals  of  the  National  Historic  Preservation  Act  of 
1966.   Historic  Preservation  is  such  a  low-budget  and  highly 
technical  program,  that  its  purpose,  effectiveness  and  quality 
would  probably  be  lost  if  it  were  submerged  in  any  kind  of 
consolidated  approach. 
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A.   SIMPLIFICATION 
MUSEUMS 


-Experience  with  the  National  Endowment  for  the  Arts  and  the 
National  Endowment  for  the  Humanities  has  been  positive.  We 
would  like  to  see  their  programs  continued  and  broadened. 


B.   CONSOLIDATION 
MUSEUMS 


-Despite  the  efforts  to  create  a  national  assistance  program  of 
use  to  the  museums  of  the  country  it  appears  that  science  museums 
still  have  no  place  to  go  for  assistance.   They  might  get  help 
from  the  National  Science  Foundation  on  an  ad  hoc  basis,  but 
chances  are  slim.   We  recommend  establishment  of  a  specific 
program  for  museums  within  the  National  Science  Foundation. 

-Department  of  Energy. 
Funds  should  be  made  available  specifically  for  museums,  archives 
and  historical  societies  for  the  installation  of  insulation 
materials  and  energy  management  systems  in  these  organization's 
storage  facilities.   Because  these  institutions  are  exempted 
from  the  President's  temperature  regulations  (because  of  the 
fragility  and  special  nature  of  their  collections),  it  is 
extremely  important  that  storage  facilities  be  well  insulated 
and  effective  maximizers  of  existing  energy  resources.   We 
recommend  that  the  DOE  organize  a  funding  program  to  assist 
museums,  archives,  and  historical  societies  (which  generally 
would  not  otherwise  have  the  funds  necessary)  with  the  special 
energy  requirements  and  storage  facilities  that  they  find  themselves 
in  need  of,  particularly  in  light  of  the  President's  Energy  Program. 
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B.   CONSOLIDATION 
THE  ARTS 


— The  majority  of  S.  C.  Arts  Connnission's  current  federal 

funding  comes  from  the  National  Endowment  for  the  Arts.   NEA 
has  very  clear  regulations  concerning  grants  management  and 
accountability  of  grantees,  i.e.,  those  same  Office  of  Management 
and  Budget  regulations  which  reference  all  federal  grants  and 
subgrants.  To  further  simplify  the  grants  process,  in  the 
past  couple  of  years  NEA  has  begun  consolidating  grant  awards 
to  state  arts  agencies.  This  new  procedure  involves  a  single 
award  and  maintenance  process  for  several  projects  falling 
within  the  same  category.   A  good  example  of  such  consolidated 
awards  is  the  S.  C.  Arts  Commission's  combined  Expansion  Arts 
award  which  includes  its  Arts  for  Elders,  Arts  in  Prisons,  and 
Neighborhood  Arts  Projects.  As  a  further  effort  to  insure 
cooperation,  NEA  requires  that  all  applicants  within  a  state 
notify  their  state  arts  agency  when  submitting  a  grant  proposal 
for  consideration. 

— The  two  other  federal  agencies  S.  C.  Arts  Commission  receives 
funding  from  are  the  Department  of  Labor  and  Department  of 
Health,  Education  and  Welfare.   One  rather  doubts  realistically 
if  Department  of  Labor's  CETA  regulations,  given  the  present 
circumstances,  will  be  simplified  or  modified  for  improvement 
purposes  beyond  the  most  recent  small  effort  in  this  direction. 
With  Congress  busily  adding  new  regulations  and  insisting  upon 
stricter  enforcement,  it  does  seem  doubtful  that  CETA's  already 
cumbersome  regulations  will  become  any  easier  to  deal  with.  On 
a  categorical  basis.  Department  of  HEW's  guidelines  and  regulations 
are  a  bit  easier  to  comprehend  and  administer;  however,  consolida- 
tion of  the  various  categories  or  subparts  would  lead  to  a  more 
workable  situation  for  those  agencies  which  are  heavily  funded 
by  HEW 
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A.   SIMPLIFICATION 
LIBRARIES 


-Provide  forward  funding  as  is  done  for  certain  educational 
programs.  Because  of  delays  in  Congressional  appropriations, 
OE  allocations,  and  0MB  authorizations,  the  amount  of  funds 
available  to  a  state  under  the  Library  Services  and  Construction 
Act  (LSCA)  is  seldom  known  at  the  beginning  of  the  federal  fiscal 
year  and  funds  are  not  released  until  three  to  four  months  into 
the  year.   The  state  agency  has  the  choice  of  trying  to  implement 
programs  at  the  local  level  in  a  few  months  or  of  carrying  over 
the  majority  of  LSCA  funds  into  the  following  year.   One 
alternative  creates  service  difficulties  while  other  causes 
bookkeeping  and  auditing  problems. 

-Simplify  reporting  requirements.   Each  sub-grant  to  each  sub- 
grantee  requires  voluminous  reports.   A  $1,000  grant  requires 
approximately  the  same  paperwork  (application,  quarterly  financial 
reports,  annual  evaluation  report,  and  supporting  documents)  as 
a  $50,000  grant.   These  local  reports,  along  with  state  summary 
reports,  are  forwarded  to  OE  by  the  crate  and  never  heard  from 
again.   States  should  be  able  to  establish  their  own  reporting 
procedures  for  sub-grantees  and  make  only  summary  reports  annually, 
or  reporting  could  be  done  on  a  multi-year  time  frame. 

-Simplify  regulations  in  general.  An  LSCA  project  application 
requires  the  applicant  to  be  familiar  with  the  DHEW/OE  General 
Provisions,  the  DHEW/OE  General  Administrative  Regulations  (EDGAR), 
the  Library  Services  and  Construction  Act,  the  LSCA  Rules  and 
Regulations,  and  the  DHEW/OE  Administration  and  Grant  Regulations, 
some  of  which  are  inconsistent  in  themselves. 

-Since  LSCA  is  the  only  federal  program  which  provides  direct  aid 
to  public  and  institutional  libraries,  there  is  little  opportunity 
for  coordination.   Libraries  do  sometimes  qualify  for  CETA  employees 
through  local  governments.   The  constant  change  in  regulations  and 
grounds  for  qualifications  make  this  program  very  difficult  for 
small  systems  to  administer.   Simplification  and  stabilization  are 
needed. 

—Anticipating  that  the  suggestion  may  be  made  to  consolidate  LSCA  with 
various  educational  grant  programs,  some  protection  or  guarantee 
would  be  necessary  in  such  an  event  to  prevent  the  smaller  program 
from  being  eliminated  by  the  larger.   As  evidence,  there  is  the 
experience  of  ESEA  IV  B  under  which  school  libraries  were  consolidated 
several  years  ago  with  counseling,  guidance,  testing,  and  educational 
equipment.   In  a  majority  of  states  expenditures  for  libraries 
diminished  to  the  point  that  in  1978,  Congress  mandated  a  separation 
of  the  programs  again. 
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SIMPLIFICATION 

LIBRARIES  (cont.) 

— At  the  Federal  level,  some  recognition  of  diversity  in 

state  circumstances  is  badly  needed.   LSCA  mandates  certain 
priority  areas  of  library  service  which  every  state  must  address. 
By  way  of  illustration,  two  priorities  are  service  to  the  blind 
and  physically  handicapped  and  service  to  the  non-English  speaking. 
In  South  Carolina  there  is  a  great  need  for  additional  funding  for 
the  former  and  very  little  need  for  the  latter.   But  because  we 
must  implement  programs  in  every  priority  area,  the  funds  are 
diffused  and  have  less  effect  than  if  we  could  spend  where  the 
need  is  greatest.   States  should  be  able  to  establish  their  own 
priorities  within  the  permissible  service  areas. 

— At  the  state  level,  it  would  be  desirable  for  the  Grants  and 
Contracts  Review  process  to  be  simplified.   If  the  plans  of  a 
granting  agency  (such  as  State  Library)  have  been  approved,  it 
should  not  be  necessary  for  the  sub-grantees  receiving  flow- 
through  funds  (such  as  state  institutions)  to  go  through  the 
full  justification  and  approval  process.   Delays  at  the  federal 
level  combined  with  the  time-consuming  review  process  mean  that 
institutions  are  sometimes  unable  to  utilize  all  the  funds 
available  to  them  in  the  time  available.   (Matching  and 
maintenance  of  effort  requirements  prohibit  carryover  in  this 
program.) 
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SIMPLIFICATION 

Restructure  the  reimbursement  provisions  for  on-the-job  programs. 

Reimbursement  should  be  considered  as  a  wage  subsidy  or  tax 
incentive  for  employing  the  disadvantaged.   Reimbursement  should 
be  based  solely  on  level  of  the  job  and  length  of  employment. 

—Two  year  minimum  planning  cycle  including  programs,  budgets  and 
plan  submission. 

— A  reduction  from  current  requirements  on  the  numbers  of  applications, 
plans  and  modifications  for  each  grant  to  a  single  application/plan 
and  modification(s) .   This  would  greatly  facilitate  program 
administration. 

— Provide  for  more  local  development  of  regulations  and  policies 
concerning  program  design  and  mix. 

—Allow  for  the  requirements  for  providing  services  to  target  groups 
to  be  controlled  administratively  through  percentage  distributions 
within  programs. 

—Strengthen  A-95  or  GCR  process  so  that  a  closer  look  can  be  taken 
of  all  programs  addressing  similar  needs  -  Vest  that  process  with 
an  Intergovernmental  Advisory  Council  to  review  agencies  with 
similar  activities. 

— Coordinate  the  legislative  process  so  that  certain  percentages  of 
funds  must  be  devoted  to  target  groups  from  other  programs,  etc., 
or  reserved  for  referrals  from  other  programs. 

— The  CETA  related  responsibilities  or  programs  such  as  V.  R.  and 
Wagner-Peyser  should  be  defined  on  a  national  level.   This  includes 
services  such  as  certification,  "placement"  into  work  experience, 
PSE  and  OJT,  testing  and  counseling.   Additional  cost  factors 
should  also  be  defined  on  the  national  level. 


B.   CONSOLIDATION 

— Consolidation  of  programs  into  three  major  titles: 

I.   Training  Programs 
II.   Public  Service  Employment  Programs 
III.   Special  Target  Groups 

—Uniform  eligibility  criteria  for  all  programs  with  two  factors: 
income  levels  and  labor  force  status. 
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MANPOWER 


B.   CONSOLIDATION 


— Consolidation  of  all  employment  and  training  programs  into  a  single 
federal  agency  responsibility.   If  this  is  not  feasible,  provide 
for  a  state  level  oversight  office  to  ensure  program  coordination, 
cooperation,  and  provision  of  non-duplicative  services. 
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Part  I:   Common  Co  both  Health  6.  Human  Services  Area 

Part  II:   Suggestions  that  are  specific  to  Health  Area         p^^^.  ^ 
Part  III:  Suggestions  that  are  specific  to  Human 
Services  Area 


HEALTH  AND  HUMAN  SERVICES 
SUMMARY  OF  MAJOR  RECOMMENDATIONS  COMMON  TO  BOTH  AREAS 
A.   SIMPLIFICATION 

COMMON  PLANNING  BY  SERVICE  AREA 

Encourage  conmon  planning  by  all  state  agencies  which  provide  similar 
program  services.   This  would  permit  the  development  of  unified 
standards,  coordinated  development  of  new  services  or  expansion  of 
ongoing  services.   This  would  also  reduce  duplication  and  eliminate 
fragmentation  by  establishing  a  coordinated  comprehensive  service 
delivery  system. 

THREE-YEAR  PLANNING  CYCLE 

The  development  of  a  three-year  planning  cycle  will  assist  state  agencies 
in  utilizing  their  time  more  efficiently  and  reduce  contact  with  federal 
agencies.   Extension  of  the  planning  cycle  will  also  allow  more  time  for 
interface  with  program  people,  thereby  creating  a  more  effective  and 
responsive  planning  process. 

FEDERAL  REGULATIONS 

Federal  regulations  should  be  finalized  before  federal  funds  are  appro- 
priated.  Often,  regulations  are  issued  long  after  the  law  has  been 
enacted. 

Regulations  shotild  not  go  beyond  the  intent  of  the  law. 

Changes  should  be  kept  at  a  minimum. 

Mechanisms  should  be  established  to  allow  states  early  input  to  the 
regulations  developmental  process. 

INDIRECT  COST/ADMINISTRATIVE  OVERHEAD 

Administrative  cost  should  be  reduced.   Once  procedures  have  been  established 
to  isolate  administrative  costs,  then  a  percentage  should  be  established 
above  which  no  FFP  would  be  allowed. 

A  maximum  indirect  cost  rate  should  be  established  for  health  and  human 
services  programs  above  which  no  FTP  would  be  allowed. 
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HEALTH  AND  HUMAN  SERVICES 

A.  SIMPLIFICATION 

BLOCK  GRANTS  BY  SERVICE  AREA 

In  most  instances,  the  concept  of  black  grant  awards  by  service 
area  would  promote  better  planning.   In  addition,  the  concept  of 
a  central  receiving  office  at  the  state  level  to  facilitate 
reporting  and  accounting  measures  is  worthy  of  consideration. 

B.  CONSOLIDATION 

COMMON  ELIGIBILITY 

The  establishment  of  common  eligibility  criteria  for  similar 
program  services  would  result  in  more  efficient  service  delivery 
and  would  allow  service  delivery  personnel  more  time  to  spend  on 
actually  delivering  services. 
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HEALTH  AND  HUMAN  SERVICES 


A.   SIMPLIFICATION 
MEDICAID 


— An  initiative  at  the  federal  level  to  establish  national 
criteria  for  the  Medicaid  Program.  Duplication  of  effort, 
gaps  in  services  and  variations  from  state  to  state  result  in 
inequity  and  inefficiency. 


GRANT  REVIEW 

— Simplify  and  shorten  the  grant  application  process  at  the 
federal  level. 

— Establish  more  lenient  waiver  criteria  for  specific  regulations 
as  an  Immediate  effort  to  effect  a  more  flexible  approach  to 
service  delivery  at  the  state  level. 

— More  consideration  should  be  given  to  local  characteristics  in 
the  allocation  of  grant  funds.   National  Criteria,  i.e., 
population  counts  are  not  always  appropriate. 


MATERNAL  AND  CHILD  CARE 

— Recommend  change  in  procedure  at  federal  level  in  which  monies 
have  been  "taken  off  the  top"  of  existing  funding  base  (i.e., 
MCH-CC)  and  awarded  to  states  on  the  basis  of  new  and/or 
arbitrajry  guidelines.   While  the  basic  health  programs  in  the 
states  were  "drying  up"  new  grants  were  made  available  that  set 
up  additional  administrative  authorities  to  manage  personal 
initiatives  of  the  federal  and  regional  authorities.  The  most 
recent  example  was  MCH  monies  available  for  in-service  training. 
The  money  was  not  made  available  to  the  MCH  grant  recipients  but 
to  institutions  of  higher  learning  who  are  not  involved  in  MCH-CC 
Care. 


MASTER  INDIVIDUALIZED  PLANS 

— The  federally  mandated  individualized  plans  for  human  service 
programs  providing  direct  client  services  should  be  uniform.   A 
master  plan  format  would  enhance  continuous  services,  improve 
agency  communication,  and  eliminate  duplication  plan  efforts. 
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Part  II 


HEALTH  AND  HUMAN  SERVICES 


B.  CONSOLIDATION 

PROMOTION  AND  PROTECTION  SERVICES 

—Those  services  directed  at  the  community  level  toward 

improving  personal  health  behavior  of  residents  and  improving 
the  quality  of  factors  in  the  environment  which  affect  their 
health. 

PREVENTION  AND  DETECTION  SERVICES 

— Those  services  delivered  to  individuals  in  order  to  promote 
optimal  physical  and  mental  well-being,  including  protection 
from  the  development  of  disease  and  ill  health,  or  those 
services  which  identify  disease  or  ill  health  at  the  pre- 
symptomatic  or  unrecognized  symptomatic  stage. 

DIAGNOSTIC  AND  TREATMENT  SERVICES 

— Diagnostic  and  treatment  services  are  those  which  identify 
and/or  alleviate  specific  diseases  and  conditions  or  their 
symptoms  once  they  have  become  symptomatic. 

HABILITATION  AND  REHABILITATION  SERVICES 

—Services  designed  to  assist  the  ill,  injured  or  disabled  individual 
to  achieve,  or  be  restored  to  the  fullest  physical,  mental,  social, 
vocational,  and  economic  usefulness  to  which  that  individual  is 
capable. 

MAINTENANCE  SERVICES 

— Services  provided  to  individuals  with  chronic  physical  and/or 
mental  ill-health  conditions  in  order  to  prevent  deterioration 
in  those  conditions,  as  well  as  services  provided  to  those  in 
need  of  assistance  in  activities  of  daily  living.   The  purpose 
of  such  services  is  to  enable  an  individual  to  participate  in 
the  community  to  the  fullest  degree  to  which  that  individual 
is  capable. 

SUPPORT  SERVICES 

— Services  provided  to  assure  adequate  management  of  medical  care 
resources  and  patient  care  environment,  which  assist  the  delivery 
of  services  without  the  provision  of  direct  patient  care  and 
which  contribute  to  continuity  of  care. 
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Part  II 


HEALTH  AND  HUMAN  SERVICES 


B.  CONSOLIDATION 

ENABLING  SERVICES 


— Organized  activities  and  indirect  patient  support  services 
designed  to  influence  the  means  by  which,  and  conditions  under 
which,  health  system  services  are  delivered. 

— This  grouping  will  give  state  agencies  more  latitude  in  service 
delivery,  methodology  and  site  selection.   It  also  enhances  a 
better  monitoring  system  which  will  promote  more  effective 
evaluation  of  services. 


— The  State  Health  Plan  as  developed  by  the  State  Health  Coordinating 
Council  (SHCC)  implemented  this  grouping  for  planning  purposes 
under  the  direction  of  the  federal  government.   Therefore, 
state  agencies  are  already  utilizing  it. 
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PART  III. 

HUMAN  SERVICES  -  SPECIFIC  COMMENTS/P>ECOMMEHDATIONS  NOT  INCLUDED  IN  THE  SUMMARY 
A.   SIMPLIFICATION 

I.  AFDC  -  Title  IV-A  -  Assistance  Payment  -  and  Maintenance  Assistance- 
State  Aid  -  No.  13.808 

A.  Regulations  relating  to  AFDC,  Medicaid,  and  the  Food  Stamp  Program 
should  be  consistent. 

B.  CETA  job  opportunities  should  be  geared  more  toward  capability  of 
Title  IV-A  clientele. 

II.  Child  Welfare  Services  Title  IV-B 

A.  The  provision  of  adoption  assistance  and  continued  medical  benefits 
following  adoption  which  would  save  administrative  and  service  costs 
as  more  children  realized  permanency  via  adoption. 

B.  The  more  flexible  use  of  FFP  in  foster  care  payments  to  allow  for  a 
more  efficient  blending  of  funds  and  to  curtail  eligibility  deter- 
mination cost. 

C.  Preventive  and  reunification  services  would  allow  for  Che  development 
cf  a  service  system  precluding  some  placement  and  reducing  the  time 

in  care  for  others. 

III.  Child  Support  Enforcement  No.  13.679  Title  IV-D 

A.  A  change  in  the  law  and  regulations  to  allow  for  payment  of  incentives 
in  State  administered  programs  would  allow  uniformity  in  State  IV-D 
program. 

B.  Allowance  of  inter-state  requests  to  serve  a  certification  for  IV-D 
services  without  individual  applications  by  clients  would  facilitate 
inter-state  cooperation. 

C.  Permanent  funding  of  non-welfare  services  would  be  consistent  with 
the  requirements  that  States  provide  paternity  and  enforcement  ser- 
vices to  non-welfare  families  to  decrease  dependency  on  IV-A  funds. 

IV.  Assistance  Payments  State  and  Local  Training  -  No.  13.810  Title  IV-A 

A,  Title  IV-A  and  Food  Stamp  regulations  shoiild  be  more  compatible  to 
enable  more  efficient  training  of  workers. 

B.  Training  materials  should  be  prepared  by  the  Office  of  Family  Assist- 
ance, Department  of  Health  Education  and  Welfare  on  basic  program 
eligibility  requirements. 
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V.  DSS  -  Child  Welfare  Services  -  Tide  IV  -  B 

A.   Title  IV-B  be  replaced  through  Title  XX;  the  essential  services 
are  directed  toward  children  as  a  support  service  to  the  faunily. 
It  should  not  be  a  service  within  itself  for  the  purpose  of  existing. 
If  this  support  system  does  not  work  (impact  on  the  family)  then 
direct  resource  to  produce  desired  outcome,  a  planning  process  and 
entitlement  would  encourage  child  welfare  services  in  the  wrong  di- 
rection. 

VI.  DSS  -  AFBC  -  Title  IV-A 

A.  Establishment  of  a  job  characteristic  profile  for  clients  and  inter- 
faced with  CETA,  WIN,  and  other  employment  services.  Additional  in- 
centive payment  for  individual  obtaining  employment. 

VII.  Food  Stamp  Program  No.  10.551 

A.  There  should  be  more  state  and  local  agency  involvement  in  the  plan- 
ning and  writing  of  federal  regulations  and  policies. 

B.  Required  implementation  dates  for  regulations  and  procedures  should 
be  carefully  evaluated  as  to  the  states'  ability  to  effectively 
meet  the  deadlines. 

C.  Regulations  and  procedures  should  be  more  carefully  evaluated  be- 
fore release  in  order  to  reduce  the  necessary  changes  and  clarifica- 
tions after  implementation. 

D.  The  Federal  regulations  for  the  Food  Stamp  Program  require  registra- 
tion for  employment  for  certain  groups  of  persons  in  order  to  be 
eligible  for  Food  Stamps.   This  is  largely  a  paper  exercise  as  the 
requirements  for  eligibility  are  only  registration  and  acceptance  and 
continuation  of  suitable  employment  if  offered.   This  provision  should 
be  strengthened  if  it  is  to  have  an  effect  in  reducing  Food  Stamp 
benefits. 

E.  The  delivery  and  storage  of  the  food  stamps  themselves  should  receive 
immediate  attention. 

VIH.   Title  XX,  Social  Services  for  Low  Income  and  Public  Assistance  No.  13.642 

A.  There  is  duplicity  of  planning  efforts  between  programs  and  agencies 
with  overlapping  service  populations. 

B.  Regulations  are  often  superimposed  one  upon  the  other. 

C.  The  Title  XX  50%  Eligibility  Rule  is  inherently  contradictory. 

D.  The  present  organization  of  the  federal  funding  system  suggests 
that  service  populations  are  viewed  in  terms  of  isolated  character- 
istics rather  than  as  a  dynamic  system  of  interrelated  needs. 
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E.   The  lack  of  coordinated  goals  is  reflected  in  a  fragmented,  un- 
coordinated approach  to  funding  services  programs  which  is  then 
operationalized  in  a  system  which  is  neither  comprehensive  nor 
coordinated. 

IX.  Work  Incentive  Program  (WIN)  -  Separate  Administrative  Unit  (SAU) 
No.  13.646  Title  IV-C 

A.  A  change  in  law  to  eliminate  the  mandatory  WIN  registration  re- 
quirement for  AFDC  applicants  and  recipients  who  are  full  time 
employed  would  give  WIN  staff,  more  time  to  spend  working  with 
those  individuals  who  are  not  employed  already. 

B.  A  change  in  the  WIN  adjudication  law  for  registrants  who  refuse  to 
participate  in  the  WIN  program. 

C.  Change  in  Title  XX  regulations  to  allow  former  AFDC  recipients 
to  retain  current  recipient  status  for  one  year  after  they  leave 
welfare  due  to  employment  would  give  more  stablized  day  care  for 

'■TtN  registrants  who  go  to  work  and  receive  services  through  Title  XX. 

D.  The  requirement  to  refer  to  Vocational  Rehabilitation  recipients 
exempt  from  WIN  registration  due  to  disability  should  be  evaluated. 

X.  Training  for  Title  XX  -  Public  Assistance  Training  Grants  -  No.  13.644 

A.  Less  restrictive  regulations  controlling  the  use  of  Title  XX 
training  funds. 

B.  While  in  1977,  we  strongly  supported  efforts  to  consolidate  the 
training  regulations  for  Titles  IV-A,  XX  and  XIX,  this  may  no 
longer  be  practical  in  light  of  the  HEW  reorganization.   However, 
if  consolidation  is  not  possible,  every  effort  should  be  made  to 
make  them  compatible  with  respect  to  terms  and  format. 

XI.  Older  Americans  Act,  Title  III-B  (grants  for  Area  Planning  i  Service), 
III-C  (Nutrition  Program  for  the  Elderly)  IV-A  (Training  and  Manpower 
Development),  V  (Community  Service  Employment),  and  Advocacy  Assistance 
(Model  Project  for  Development  of  Legal  Services  and  Nursing  Home  Ombudsman) 

A.   General  Impediments  to  Effective  Services;   The  orderly  development 
of  coordinated  and  comprehensive  services  for  the  elderly  has  been 
impeded  by  t  h  e  following  problems  which  are  in  addition  to  the  ones 
previously  listed  in  the  summary. 

-  Coordination  with  other  programs  is  impeded  and  often  made  im- 
possible by  different  sets  of  priorities;  e.g.,  the  Administra- 
tion on  Aging  expects  local  programs  to  use  the  Federal  Exten- 
sion Service  (Division  of  USDA)  to  provide  nutrition  education 
for  older  person::,  while  the  Extension  Service  has  other  prior- 
ities. Different  departments  and  agencies  define  "elderly"  in 
terms  of  a  different  age. 


-36- 


910 


PART  III. 


The  Administration  on  Aging  has  let  national  contracts  to  various 
research  and  consulting  firms  or  institutions  which  do  not  have 
expertise  in  the  field  of  aging.   The  result  is  that  these  groups 
come  to  State  Agencies  to  be  educated  and  to  receive  assistance, 
causing  additional  work  for  State  Agency  personnel  who  do  not 
have  time  to  take  on  this  time-consuming  work- 

The  reporting  requirements  for  Older  Americans  Act  Programs  are 
cumbersome,  too  detailed,  and  too  frequent. 
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PUBLIC  SAFETY 


A.   SIMPLIFICATION 

CRIMINAL  JUSTICE 


Specific  funding  level  requirements  should  be  eliminated. 
The  elimination  of  specific  funding  requirements  is  parallel 
to  the  recommendation  of  consolidation  of  federal  programs. 
(See  Criminal  Justice,  Consolidation,  1).  These  programs 
have  requirements  not  only  for  the  funds  within  those  programs 
but  also  for  maintenance  of  effort  funding  from  other  programs. 
Additionally,  several  of  these  funding  sources  require 
specific  amounts  to  be  allocated  for  certain  committees, 
commissions  and  projects.   The  result  of  these  requirements  is  a 
set  of  complex  fund  allocation  restrictions  that  apply  uniformity 
to  every  state  regardless  of  needs  or  priorities. 

The  following  requirements  in  the  LEAA  program  should  be 
eliminated: 

a.  t-iaintenance  of  effort  for  corrections 

b.  Maintenance  of  effort  for  juvenile  justice 

c.  Direct  allocation  for  Juvenile  Justice  Advisory 
Committees 

d.  Direct  allocation  for  Judicial  Planning  Councils 

e.  Pass  through  to  locals  of  a  set  66.7%  of  JJ&DP  funds 
responsibility . 

The  existence  of  these  requirements  means  the  amounts  allocated  to 
the  specific  areas  may  bear  no  relationship  to  any  state's  particular 
needs  or  strategies.  The  objectives  of  emphasizing  these  areas 
could  just  as  easily  be  accomplished  by  requiring  states  to  provide 
"adequate  emphasis"  in  these  areas  in  their  plans.   Each  state  could 
then  provide  the  levels  of  assistance  appropriate  to  its  objectives 
and  strategies.   The  JJ&DP  pass  through  requirement  should  be 
based  on  the  local/state  levels  of  expenditures  as  is  done  for 
other  LEAA  funds. 

Reporting  and  plan  submission  requirements  should  be  reduced. 
Currently,  LEAA  (and  other  federal  agencies  involved  in  criminal 
justice)  requires  similar  and  detailed  reports  to  be  filed. 
Additionally,  recent  proposals  would  require  several  sub-state  plans 
to  be  produced.   Greater  efficiency  would  result  from  the  following 
LEAA  reporting  changes: 

a.  The  519  Report  and  the  Annual  Progress  Report  should  be 
coordinated  as  one  report. 

b.  The  quarterly  financial  reports  should  be  simplified  by 
eliminating  the  requirement  for  the  attachments  of  funding  status 
by  program  areas. 
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SIMPLIFICATION 

CRIMINAL  JUSTICE  (cont.) 

Also,  the  proposals  for  sub-state  plans  by  entitlement  areas 
would  best  be  limited  to  those  areas  that  are  large  enough  to 
adequately  produce  such  plans.   Current  entitlement  population 
criteria  would  encourage  jurisdictions  to  attempt  such  plans 
(and  subsequent  administrative  responsibilities)  which  would 
cause  increased  work  for  those  jurisdictions,  the  SPA  and  LEAA 
with  no  apparent  likelihood  of  resultant  improvement  in  the 
program. 

3.   Fiscal  and  administrative  requirements  should  be  relaxed  to  practical 
levels.   Much  of  an  SPA's  and  sub-grantee's  time  and  resources  is 
spent  in  preparing  assurances  and  requests  to  meet  restrictive 
funding  limitations.   The  following  modifications  to  LEAA 
requirements  would  ease  the  red-tape  burden  with  no  detraction  from 
the  program's  objectives: 

a.  The  sole  source  authorization  by  states  would  be  raised  from 
SIO.OOO  to  $30,000. 

b.  Eliminate  the  50/50  salary  upgrade  match  so  that  upgrades  are 
funded  at  the  same  percentage  as  other  grant  costs. 

c.  The  authorization  by  states  for  "rearrangements  and  alterations" 
should  be  increased  from  $1,500  to  $5,000. 

d.  The  delineation  for  match  purposes  of  construction  vs. 
renovation  should  be  changed  from  $2,500  to  $10,000. 

e.  The  square  footage  allowance  per  person  should  be  increased 
from  150  to  200  and  the  authorization  level  for  SPA's  should 
be  raised  to  $9.00/sq.  ft. 

f.  The  allowable  cost-per-day  for  consultants  should  be  increased 
from  $135  to  $160. 

g.  The  "one  third  personnel"  limitation  which  has  never  been 
defined,  understood  nor  enforced,  should  be  eliminated. 

h.   States  should  be  allowed  to  approve  purchase  of  data  processing 
equipment  when  total  is  less  than  $50,000  per  project. 

i.   Grantee  authorization  for  disposition  of  non-expendable 

property,  after  grantee  has  no  need  for  the  property,  should  be 
increased  to  an  acquisition  cost  of  $5,000  after  four  years' 
use  and  $50,000  and  under  after  10  years'  use. 


B.   CONSOLIDATION 

CRIMINAL  JUSTICE 

1.   Consolidate  the  dozens  of  Federal  programs  that  provide  funds 
to  states  for  criminal  justice  purposes  into  a  few  broad 
categories.   Presently  there  are  dozens  of  programs  (over  a 
dozen  in  LEAA  alone)  that  provide  either  block,  formula  or 
project  funding  to  states  and  state  or  local  agencies.   Each  of 
the  programs  has  separate  guidelines,  procedures  and  frequently 
quite  different  financial  requirements.   The  projects  funded 
under  this  myriad  of  programs  are  not  coordinated  or  necessarily 
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B.   CONSOLIDATION 

CRIMINAL  JUSTICE  (cont.) 


complimentary.   State  plans  submitted  to  LEAA  address  less  than 
half  of  LEAA  funds  for  aid  to  states.   Frequently  the  specialized 
programs  are  unresponsive  to  states'  priority  needs. 

In  so  far  as  possible,  all  federal  funding  for  criminal  justice 
purposes  should  be  consolidated  into  broad  categories  eliminating 
specialized  restrictions  and  allowing  the  attitude  necessary  for 
each  state  to  address  its  own  priority  problems.   For  example, 
in  LEAA  the  following  program  groupings  could  be  accomplished. 

GROUP  A  -  General  Action  Funds 

16.500  Planning  Grants 

16.501  Discretionary  Grants 

16.502  Action 

16.503  (Partial)  Technical  Assistance 

16.512  Internships 

16.516  Juvenile  Justice  and  Delinquency  Prevention 

16.517  Juvenile  Justice  Special  Emphasis 
16.519  Community  Anti-Crime 

16.521  Crime  Prevention  -  Mobilization  of  Public  and 
Non-Public  Resources 

Group  B  -  Education,  Training  and  Assistance 

16.504  LEEP 

16.505  Graduate  Research  Fellowships 
16.511  Educational  Development 

16.513  Training 

16.514  Organized  Crime  Prosecutorial  Training 
16.503  (Partial)  Technical  Assistance 

Group  C  -  Research  and  Development 

16.507  Research  and  Development  -  Project  Grants 

16.508  R&D-  Visiting  Fellowships 

16.518  National  Institute  for  Juvenile  Justice  and 
Delinquency  Prevention 

Group  D  -  Systems  and  Statistics 

16.509  Statistics  Development 

16.510  Statistics  on  Crime  and  Criminal  Justice 

16.515  Criminal  Justice  Systems  Development 
16.522  Privacy  and  Security 

In  this  example,  twenty-one  programs  are  consolidated  to  four. 
The  four  areas  should  each  have  one  set  of  simplified  guidelines, 
eliminating  the  earmarking  of  specific  amounts  to  individual 
project  areas. 
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B.   CONSOLIDATION 

CRIMINAL  JUSTICE  (cont.) 

Group  A  is  of  special  significance  in  this  recommendation  for 
consolidation  with,  economy.   All  funding  for  Group  A  programs 
should  be  lumped  and  passed  through  to  states  on  a  formula  basis. 
One  multi-year  state  plan  would  allocate  all  of  these  currently 
separate  funding  sources.   Projects  funded  would  all  be  part  of 
a  coordinated  plan  capable  of  emphasizing  needs  of  each  state. 
Even  with  a  total  reduction  of  funds,  resources  would  be  more 
effectively  and  efficiently  allocated. 

There  are  several  other  possibilities  for  LEAA  federal  program 
groups.   Any  such  approach  that  consolidated  current  programs  and 
that  included  more  pass  through  to  states  without  separate  program 
area  requirements  could  be  a  more  efficient  case  of  resources 
(even  with  an  overall  reduction  in  funds)  than  the  current 
disjointed  approach  to  providing  assistance  to  states  in  criminal 
justice. 

2.   Federal  financial  and  administrative  requirements  should  be 

consolidated  into  one  set  of  guidelines  for  all  funding  regardless 
of  funding  source.  Most  states'  criminal  justice  agencies  receive 
federal  funding  from  several  federal  agencies.   While  some  of  the 
basic  financial  and  administrative  requirements  have  been  made 
uniform,  these  federal  agencies  still  have  dissimilar  requirements. 
The  lack  of  uniformity  requires  agencies  to  maintain  several 
accounting,  reporting  and  record  keeping  procedures.  This 
duplicity  is  wasteful  and  costly. 

The  following  areas  need  standardization  for  all  federal  funding 
sources. 

A.  Property  management  and  Inventory 

B.  Matching  requirements 

C.  Advance/Reimbursement  policies  and  procedures 

D.  Financial  reporting  definitions,  formats  and  schedules 

E.  Personnel  funding  restrictions  and  federal  participation 
in  salary  upgrade 

F.  Assumption  of  cost  and  decreasing  funding  ratio  requirements 

G.  Other  federal  programs  -  Title  XX,  Mental  Health,  Mental 
Retardation,  Education  -  that  exclude  criminal  justice  clients 
should  be  required  to  make  services  available  to  this 
significant  client  population. 
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HIGHWAY  SAFETY 


SIMPLIFICATION 

1-  The  specific  allocation  amounts/percentages  for  individual 

purposes  for  Section  402  and  Highway  Safety  Improvement  Funds 
should  be  eliminated.   Currently,  there  are  earmarked  amounts 
of  funds  for  such  purposes  as  55  M.P.H.  enforcement,  seat  belts, 
school  bus  driver  training,  etc.   Over  two-thirds  of  the 
Section  402  funding  is  required  to  be  spent  in  prescribed  areas 
regardless  of  a  state's  needs.   The  FHWA  Safer  Roads  funding  also 
carries  specified  funding  for  designated  areas. 

These  restrictions  obviously  can  not  be  responsive  to  each 
state's  problems.   The  specific  allocations  should  be  eliminated 
and  states  allowed  to  make  more  efficient  use  of  available  funds 
by  applying  them  in  accordance  with  their  individual  priorities 
and  needs.   While  each  state  may  be  required  to  demonstrate 
adequate  emphasis  in  these  areas  of  concern,  specific  fund 
allocation  is  unnecessary  and  wasteful. 

2.   The  40%  pass  through  requirement  for  Section  402  funds  should  be 
maintained.   The  Act  as  presently  written  provides  for  40  percent 
of  the  funds  received  under  Section  402  to  be  expended  by  the 
Political  Subdivisions  of  each  State.   This  percentage  adequately 
accommodates  the  requirement  for  funding  at  the  local  level  and 
should  not  be  increased,  since  an  increase  would  jeopardize  the 
assistance  provided  by  the  State. 
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DISASTER  PREPAREDNESS 


A.   SIMPLIFICATION 


1.   Related  programs  and  procedures  should  be  consolidsted  and 

simplified.   The  three  program  areas  of  NCP,  Shelter  Survey,  and 
RADEF  are  directly  related  and  could  be  combined.   Only  one 
contract/grant  would  then  be  required  resulting  reduced  administrative 
costs.   Additional  administrative  savings  could  be  realized  by 
relaxing  and  simplifying  the  procedures  for  federal  equipment  turn 
in,  allocation  approval,  receipt  and  disposal. 


B.   CONSOLIDATION 


1.   Local,  state  and  regional  input  should  be  assured  in  the 

development  of  the  FEMA  guidelines  and  procedures.   This  recently 
organized  federal  agency  holds  great  promise  for  consolidation 
of  the  various  federal  programs  that  support  disaster 
preparedness.   However,  to  insure  practical  guidelines  and 
realistic  policies  and  procedures,  an  advisory  ad  hoc  committee 
of  representatives  of  state  and  local  officials  as  well  as 
regional  office  representatives  should  be  established.   While 
providing  practical  advice  during  the  formative  period  of  FEMA, 
such  a  committee  could  address  the  following: 

a.  coordination  of  all  related  training  programs  and  assistance. 

b.  access  through  FEMA  to  the  Excess  Property  Program. 

c.  reasonable  restrictions  on  usage  of  property  recognizing 
maintenance  needs. 

d.  advance  notification  of  states  of  target  allocations  prior 
to  plan/contract/grant  submissions. 
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ENERGY 


SIMPLIFICATION 

— Five-year  administrative  grants  for  state  energy  offices,  to 
cover  energy-related  activities. 

— All  other  grants  will  be  implementation  grants  only. 

— A  coordination  process  with  DOE  for  all  energy-related  grant, 
loan,  and  loan  guarantee  programs  of  the  federal  government. 


B.   CONSOLIDATION 

— Consolidated  grant  section  for  all  divisions  within  the 
Department  of  Energy  (DOE) . 

— Consolidated  semi-annual  or  annual  status  reports  covering 
all  current  grants,  instead  of  quarterly  reports. 
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Mr.  Derrick.  Our  next  witness  is  the  Lieutenant  Governor  of 
South  Carolina,  Hon.  Nancy  Stevenson. 

STATEMENT  OF  HON.  NANCY  STEVENSON,  LIEUTENANT 
GOVERNOR,  STATE  OF  SOUTH  CAROLINA 

Mrs.  Stevenson.  Mr.  Chairman,  Mr.  Acting  Chairman,  Mr.  Bei- 
lenson,  I  am  delighted  to  be  able  to  be  here  this  morning  to  discuss 
what  I  consider  are  mutual  problems,  that  of  oversight  and  consoli- 
dation. 

I  believe  that  in  any  discussion  of  oversight  and  consolidation 
one  must  be  aware  of  the  various  parts  or  components  that  make 
up  the  whole.  And  I  believe  this  is — it  may  sound  simplistic  and  it 
may  be  axiomatic — but  it  is  one  of  Government's  major  problems. 

No  single  agency  or  person  in  Federal  Government  can  tell  me, 
for  example,  what  direct  services  the  Federal  Government  provides 
in  South  Carolina,  or  anywhere  else,  for  that  matter.  Not  that  this 
is  surprising.  Until  2  months  ago,  no  single  agency  or  person  in 
State  government  could  tell  me  what  direct  services  the  State 
provided  in  South  Carolina. 

Now,  I  am  proud  to  say  we  do  know,  or  more  or  less  know.  I  am 
proud  because  it  shows  good  business  sense  and  good  common  sense 
for  a  State  to  know  what  it  provides  with  tax  dollars.  How  can 
State  governments  or  any  government  improve  services  or  even 
control  them  if  they  don't  know  what  they've  got? 

And  I  am  proud  because  my  office  gathered  the  information  over 
an  arduous  8-month  period  and  had  it  put  on  the  legislative  infor- 
mation systems  computer  where  it  is  now  available  to  the  public. 
We  established  a  WATS  line  for  this  purpose  which  we  call  the 
South  Carolina  program  assistance  line,  P.A.L.  for  short. 

The  citizens  can  call  South  Carolina  P.A.L.  on  any  State  working 
day.  They  can  explain  their  problems  to  the  person  answering  the 
phone  and  be  told  if  the  State  has  a  program  to  help  them,  what 
the  local  telephone  number  is  of  the  agency  providing  the  service, 
and  what  the  eligibility  requirements  for  the  program  are,  if  any. 
This  is  a  free  service. 

But  it  is  also  proving  to  be  an  astonishingly  valuable  manage- 
ment tool.  We  are  finding  geographic  areas  where  services  are 
supposed  to  be  provided  and  aren't.  We  are  finding  trouble  spots 
where  lack  of  coordination  between  similar  programs  greatly  re- 
duces effectiveness.  We  are  finding  service  areas,  such  as  housing 
shelter  assistance,  where  qualifying  is  tedious  and  not  responsive 
to  immediate  need.  And  we  are  finding  needs  that  are  not  met  by 
services  on  the  State  level,  but  which  may  be  covered  by  the 
private  sector  or  the  Federal  Government. 

This  is  one  reason  I  think  it  is  extremely  important  to  have 
similar  information  on  private  and  Federal  programs.  Another 
reason,  of  course,  for  wanting  information  on  the  Federal  programs 
is  that  our  tax  dollars  pay  for  them.  Why  should  these  services  be 
so  hard  to  reach?  Why  should  we  have  to  pay  for  so  much  redtape 
just  to  get  the  services  we  are  already  paying  for?  It  doesn't  make 
sense. 

Furthermore,  unless  we  know  what  services  are  being  provided 
by  private  programs  and  by  the  Federal  Government,  as  well  as  by 
State  Government,  we  will  never  be  able  to  cut  out  duplication. 
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There  is  absolutely  no  reason  for  State  tax  dollars  to  provide  a 
service  that  our  Federal  taxes  or  private  donations  are  already 
providing.  We  can't  afford  such  duplication.  I  believe  Representa- 
tive Derrick  remarked  earlier  that  we  have  got  to  cut  out  duplica- 
tion if  we  are  going  to  make  our  tax  dollars  that  have  been  shrunk 
by  inflation  do  the  job  they  should  be  doing. 

This  is  why  I  strongly  urge  the  Federal  Government  to  establish 
a  central  location  for  information,  at  least  on  all  direct  Federal 
services.  This  information  should  then  be  made  available  to  State 
Government.  It  should  be  indexed  by  topic,  by  agency,  and  State,  at 
the  very  least.  If  it  could  be  done  by  county,  this  would  be  very 
helpful  from  the  State's  point  of  view,  of  course.  But  even  without 
taking  it  down  to  the  county  level,  it  would  be  so  much  more  than 
we  now  have. 

Also,  central  information  might  uncover  a  lot  of  duplication 
within  the  Federal  Government.  After  all,  you  can't  consolidate 
what  you  don't  know  you  have.  In  all,  I  feel  central  information 
might  provide  the  Government  with  a  kind  of  much  needed  man- 
agement tool  such  as  South  Carolina  P.A.L.  is  providing  the  State 
of  South  Carolina.  And  I  believe  the  management  benefits  would 
greatly  assist  Congress  in  its  efforts  to  obtain  better  oversight  and 
accountability. 

Thank  you.  I  would  be  delighted  to  answer  any  questions. 

Mr.  Derrick.  Thank  you.  Mr.  Boiling. 

Mr.  BoLLiNG.  I  would  like  to  compliment  the  lieutenant  governor 
on  a  very  excellent  statement  with  which  I  agree  in  detail.  It 
happens  that  I  have  spent  almost  a  career  trying  to  get  Congress 
and  the  Federal  Government  to  deal  more  realistically  with  its 
programs. 

One  of  the  reasons  I  have  no  trouble  in  voting  for  revenue 
sharing  in  the  absence  of  an)rthing  else  is  that  I  know  how  bad  the 
categorical  programs  are,  and  I  know  how  great  that  confusion  is. 
And  I  think  the  suggestions  that  you  make  make  absolute  sense. 

I  would  like  to  point  out,  however,  that  one  of  the  problems  in 
solving  that  whole  overall  difficulty  is  that  too  few  people  look  at 
the  fact  that  the  Congress  is  directly  responsible  for  much  of  the 
confusion.  And  it's  directly  responsible  for  much  of  the  confusion 
because  its  committee  system  is  wholly  out  of  date  in  terms  of 
organization. 

To  take  one  illustration,  I  am  told,  yet  nobody  can  tell  me  for 
sure,  that  there  are  200  Federal  programs  that  aid  the  cities  in 
some  fashion  or  another.  I  suppose  some  of  them  are  very  indirect. 
Those  200  programs  come  from  all  over  the  place,  and  a  great 
many  people  aren't  aware  that  there  are  relationships  between 
subcommittees  of  the  Congress,  the  bureaus  of  the  departments, 
and  lobbies,  which  are  of  such  a  nature  as  to  make  it  almost 
impossible  to  remove  from  the  rolls  laws  that  duplicate  each  other. 
And  we  are  going  to  have  to  ask  you  for  help  in  order  to  make  the 
changes  in  the  future  that  need  to  be  made  in  Congress  itself  as  we 
make  the  kinds  of  changes  that  will  be  brought  about  by  having 
the  kinds  of  discipline  you  suggest  in  suggesting  a  U.S.  P.A.L.  that 
would  be  a  great  thing. 

Mrs.  Stevenson.  Just  for  the  State.  I  didn't  believe  you  could  do 
it  for  individual  citizens  to  call. 
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Mr.  BoLLiNG.  I  don't  see  any  reason  why  not.  My  office  in 
Kansas  City,  which  is  one  of  the  first  constituent  service  offices  in 
the  United  States,  faces  the  question.  Why  shouldn't  the  Govern- 
ment itself  face  the  question? 

Mrs.  Stevenson.  It  would  be  wonderful  if  it  weren't  too  burden- 
somely  expensive. 

Mr.  Rolling.  I  think  the  way  to  improve  the  situation,  as  you 
imply,  is  to  develop  a  discipline  which  then  causes  you  to  reduce 
the  duplication.  And  I  am  only  pointing  out  that  there  is  some 
relationship  between  that  duplication  in  the  executive  and  the 
peculiar  organization  of  Congress.  And  down  the  track,  you  may 
have  a  specific  opportunity  to  support  the  Rules  Committee,  maybe 
in  2  or  3  years,  in  an  effort  to  clear  up  some  of  that.  I  want  to 
compliment  you  on  a  very  excellent  statement  which  I  agree  with 
and  point  out  one  of  the  extra  problems  that  exists. 

Mrs.  Stevenson.  We  have  a  little  of  that  in  State  government, 

too. 

Mr.  BoLLiNG.  I  would  be  surprised  if  you  had  very  little. 

Mr.  Derrick.  Thank  you,  Mr.  Chairman.  Mr.  Beilenson. 

Mr.  Beilenson.  Thank  you.  Mr.  Boiling  said  at  the  end  of  his 
comments  something  that  I  was  going  to  say  myself.  Basically,  that 
was  to  ask  for  your  help  in  order  to  make  the  kinds  of  changes  that 
need  to  be  brought  about.  You  started  out  by  describing,  I  thought 
quite  nicely  and  quite  well,  the  fact  that  we  are  talking  about  our 
mutual  problems. 

I,  along  with  the  other  members,  I  am  sure,  will  testify  to  the 
fact  that  you  all  have  made  contributions  through  the  good  offices 
of  your  office  and  have  found  out  what  the  State  provides.  It  may 
well  be  that  you  can  give  us  some  very  valuable  help  by  finding  out 
what  kind  of  aid  the  Federal  Government  provides  in  this  State 
which  is  useful  and  nonuseful. 

It  may  be  that  from  our  end  of  the  spectrum,  it's  just  too  difficult 
for  us  to  do  as  good  a  job  as  you  did;  but  it  may  be  that  with  some 
help  from  various  States  who  are  impacted  most  directly  by  the 
kind  of  programs  that  you  do  have,  that  we  can  find  out  which 
ones  you  know  about.  And  in  the  process,  we  can  discover,  I  sus- 
pect, those  programs  which  are  not  nearly  so  useful  as  others. 
Maybe  you  can  extend  the  work  of  your  own  office  and  give  us 
some  information  and  advice  with  respect  to  programs  that  are  not 
so  terribly  useful  as  they  might  be. 

Mrs.  Stevenson.  Thank  you. 

Mr.  Derrick.  Thank  you,  Mr.  Beilenson.  Mrs.  Stevenson,  I  thank 
you  for  an  excellent  statement.  You  have  hit  on  a  problem  that  we 
certainly  have  multiplied  many  times  at  the  Federal  level.  I  am 
pleased  to  tell  you  that  I  think  the  Congress  is  sitting  back  and 
realizing  that  we  cannot  solve  every  problem  that  comes  along  by 
shoving  more  money  and  another  program  in  that  direction. 

Similar  to  what  you  pointed  out,  on  the  State  level,  we  face  that 
on  the  Federal  level.  And  I  think  your  statement  was  that  you 
can't  consolidate  what  you  don't  know  you  have.  We  are  somewhat 
in  that  position.  I  want  to  tell  you  that  one  of  the  reasons  for  this 
hearing  is  legislation  that  Congressman  Long  and  I  introduced  in 
the  House.  It's  an  oversight  bill,  and  one  of  the  provisions  of  the 
bill  is  a  requirement  that  the  General  Accounting  Office  itemize 
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these  programs  on  the  Federal  and,  hopefully,  State  and  private 
levels  so  that  we  can  make  comparisons  and  reduce  as  much  dupli- 
cation as  possible.  I  once  again  ask  you  for  your  support. 

Mrs.  Stevenson.  You  have  it. 

Mr.  Derrick.  Thank  you  very  much. 

Our  next  witness  is  Dr.  James  Holderman,  president  of  the  Uni- 
versity of  South  Carolina. 

Dr.  Holderman.  Mr.  Chairman,  with  your  permission,  I  have 
asked  Professor  Marchand  of  our  Governmental  Studies  Depart- 
ment to  join  us  today,  if  it's  permissible  to  the  committee. 

Mr.  Derrick.  Without  objection.  We  are  delighted  to  have  you 
with  us. 

STATEMENT  OF  JAMES  HOLDERMAN,  PRESIDENT,  UNIVERSITY 
,  OF    SOUTH    CAROLINA,    ACCOMPANIED    BY    DONALD    MAR- 
CHAND,   GOVERNMENT    AND    INTERNATIONAL    STUDIES    DE- 
PARTMENT, UNIVERSITY  OF  SOUTH  CAROLINA 

Dr.  Holderman.  Mr.  Chairman  and  members  of  the  committee, 
first  of  all,  let  me  welcome  you  to  the  University  of  South  Carolina. 
I  trust  that  your  accommodations  have  been  satisfactory  and  that 
the  rest  of  the  day  will  remain  so.  I  apologize  for  the  weather.  We 
can  blame  the  local  Congressman  for  that,  who  isn't  in  town  today, 
rather  than  Congressman  Derrick. 

I  am  pleased  to  have  the  opportunity  to  address  you  concerning 
the  growth  £uid  impact  of  Federal  programs  and  the  problems 
which  a  large  State  university  such  as  the  University  of  South 
Carolina  faces  in  dealing  with  those  programs  and  agencies.  The 
problem  with  the  proliferation  of  Federal  programs  and  their 
impact  on  higher  education  has  been  the  focal  point  of  much 
impassioned  protest  and  concern  by  the  university's  president  and 
administrators  in  recent  years. 

Although  the  problem  has  captured  the  attention  of  both  the 
President  and  the  Congress  and  both  branches  have  proposed  reme- 
dial action  to  be  taken,  the  problem,  however,  continues  to  grow 
worse.  However,  I  feel  that  the  treatment  of  the  problem  of  prolif- 
eration of  Federal  programs  on  higher  education  no  longer  needs 
impassioned  pleas  for  action. 

What  is  needed  instead  is  careful  consideration  of  the  range  of 
problems  and  the  options  that  both  universities  and  the  Federal 
Government  can  undertake  to  deal  with  the  adverse  and  costly 
impact  of  Federal  programs.  While  there  has  been  a  great  deal  of 
testimonial  evidence  provided  by  university  administrators  and 
others  concerning  the  adverse  impact  of  Federal  programs,  our 
understanding  of  the  specific  range  of  programs  involved  and  op- 
tions for  coping  with  them  remain  rather  vague  and  imprecise. 

In  June  1977,  two  faculty  members  of  the  department  of  govern- 
ment and  international  studies  here  at  Carolina  undertook,  with 
the  assistance  of  the  Commission  on  Federal  Paperwork  of  the  U.S. 
Congress,  a  major  review  of  the  ways  in  which  the  university 
manages  its  information  resources.  In  particular,  they  surveyed  the 
extent  to  which  external  reporting  requirements  in  Federal  and 
State  programs  affected  university  operations  and  what  the  key 
problems  were. 
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I  recommend  to  you  this  report,  a  copy  of  which  I  am  prepared  to 
leave  with  you.  The  report  was  done  by  Prof.  Donald  Marchand, 
who  is  on  my  immediate  left,  and  Prof.  John  Stucker,  who  is  on 
leave  this  semester,  and  is  entitled,  "Information  management  in 
the  State  university."  I  suggest  that  it  be  incorporated  in  your 
hearing  record.  [See  p.  930.] 

On  the  basis  of  this  report  and  my  own  experience  here  at  the 
University  of  South  Carolina,  I  would  like  to  outline  several  key 
areas  of  concern  for  your  committee's  consideration,  related  to  the 
impact  of  Federal  programs  on  higher  education  and  the  considera- 
tion by  the  committee  of  sunset  and  other  oversight  legislation. 

First,  administrators  in  this  university  agree  that  federally 
funded  programs  are  beneficial  to  the  institution  and  to  its  stu- 
dents and  that  the  Federal  Government  has  a  responsibility  to 
monitor  the  administration  of  grants  and  contracts  to  insure  fiscal 
accountability.  Similarly,  in  the  rapidly  growing  area  of  social 
programs,  administrators  and  staff  of  the  university  recognize  the 
underlying  need  for  the  objectives  of  the  various  programs  to 
achieve  national  goals  for  social  progress. 

The  major  issue,  therefore  does  not  arise  from  recalcitrant  or 
narrow  focused  administrators,  but  from  educators  who,  like 
myself,  are  genuinely  concerned  with  the  proliferation  of  Federal 
regulations,  compliance,  and  recordkeeping  requirements,  and  the 
growing  need  to  shift  resources  from  internal  operations  and  man- 
agement of  the  university  to  respond  to  these  Federal  program 
requirements  as  having  adverse  impact  on  our  primary  missions  of 
excellence  in  research,  teaching,  and  public  service. 

Significant  opportunity  losses  are  occurring  within  this  universi- 
ty when  we  must  shift  resources  and  personnel  from  their  primary 
responsibilities  to  teach,  to  research,  and  to  improve  internal  oper- 
ations, and  to  meet  the  diverse  and  numerous  external  reporting 
and  compliance  requirements  for  the  Federal  programs. 

Second,  in  addition  to  this  displacement  of  organizational  goals 
and  operations,  there  is  a  concern  with  the  sheer  fiscal  and  eco- 
nomic cost  of  Federal  program  requirements  for  recordkeeping  and 
reporting  and  the  effect  they  are  having  on  the  university.  The 
basic  assumption  underlying  most,  if  not  all.  Federal  program  re- 
quirements for  reporting  and  compliance  activities  is  that  informa- 
tion is  a  free  good  and  that  the  informational  and  compliance 
demands  of  individual  Federal  programs  are  either  inadequately 
covered  by  cost  recovery  procedures  currently  in  existence  or  that 
it  is  the  responsibility  of  the  university  to  deal  with  these  demands 
and  their  resource  cost  in  any  way  it  deems  fit. 

Based  on  our  experience  here  at  the  university,  it  is  clear  that 
existing  cost  recovery  schemes  for  administrative  overhead  and 
reporting  and  recordkeeping  requirements  are  not  adequate  since 
they  diverge  substantially  from  actual  cost,  in  processing  student 
aid  or  veterans  assistance,  for  example. 

Moreover,  in  most  social  programs  administered  by  some  27  Fed- 
eral agencies  for  race,  sex,  age  discrimination,  and  other  work- 
related  responsibilities,  there  are  no  specific  cost  reimbursement 
procedures  for  reporting  and  recordkeeping  requirements.  The 
result  is  that  these  programs  tend  to  impose  the  highest  informa- 
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tional  demand  and  pose  the  greatest  financial  burden  on  the  uni- 
versity. 

I  would  suggest  to  you  that  the  working  principle  that  informa- 
tion is  a  free  good  be  abandoned  on  the  Federal  level  by  both 
Congress  and  the  Federal  agencies,  and  any  external  reporting  and 
recordkeeping  requirements  placed  on  the  university  be  on  a  full 
cost-reimbursable  basis.  While  I  realize  that  such  a  shift  may  cause 
some  consternation  in  Washington,  it  seems  to  me  the  only  way 
that  we  can  be  upright  and  honest  about  what  the  true  costs  of  the 
Federal  information  requests  really  are. 

Moreover,  the  cost-reimbursement  principle  would  go  a  long  way 
toward  making  Federal  program  administrators  reexamine  the  rea- 
sons for  which  they  collect  information  in  the  first  place  and  to 
what  extent  it  will  really  use  the  data  collected. 

Third,  related  to  the  need  for  defining  the  actual  cost  of  Federal 
recordkeeping  and  compliance  requirements  of  universities,  I 
would  suggest  that  we  reexamine  the  use  and  value  of  the  informa- 
tion currently  being  collected  by  Federal  £igencies.  A  very  common 
feeling  and  concern  among  administrators  in  this  university  is  that 
the  information  currently  being  collected  by  Federal  agencies  is 
not  being  used  or  is  not  of  value  to  Federal  agencies  for  the 
purposes  for  which  they  are  currently  collecting  the  data. 

Many,  if  not  most,  of  the  problems  regarding  Federal  agency 
reporting  and  recordkeeping  requirements — one,  unnecessary  re- 
ports; two,  duplication  of  reports;  three,  lack  of  standardization  of 
data  elements,  unscheduled  reporting  requirements,  and  inad- 
equate instruction  and  guidance — related  to  the  vague  or  complete- 
ly unknown  uses  to  which  information  collected  from  the  universi- 
ty is  put  and  what  real  value  the  current  data  collection  and  report 
generation  efforts  have  for  Federal  program  operations,  planning, 
oversight,  and  compliance  monitoring. 

A  major  concern  the  Congress  can  and  should  address  is  to 
require  Federal  program  administrators  to  assess  the  current  use 
and  value  of  record  collection  and  reporting  that  is  required  of 
institutions  of  higher  education  and  to  consult  with  the  administra- 
tors of  the  institutions  affected  before  major  changes  or  new  infor- 
mation or  compliance  requirements  are  imposed. 

Four,  a  basic  issue  underlying  our  discussions  in  this  area  and 
many  of  the  problems  identified  have  to  do  with  the  trust  or  lack 
thereof  that  Federal  program  administrators  have  in  the  reporting 
compliance  efforts  of  universities.  While  we  cannot  hope  to  have 
complete  consensus  on  the  implementation  goals  of  Federal  pro- 
grams and  on  how  precisely  they  should  be  carried  out,  it  is  clear 
that  many  of  our  current  recordkeeping  and  reporting  and  auditing 
procedures  are  based  on  assumptions  that  if  there  is  not  constant, 
detailed,  and  comprehensive  oversight,  then  somehow  the  institu- 
tions of  higher  education  will  not  fully  comply  with  the  needs  and 
goals  of  social  programs  or  grants  and  contracts. 

Clearly,  this  university  does  not  agree  with  such  an  assumption 
and  the  working  procedures  necessary  to  enforce  it.  It  seems  evi- 
dent that  the  larger  the  gap  between  the  goals  of  Federal  record- 
keeping and  compliance  requirements  and  the  university's  goals  of 
management  and  operations,  the  more  difficult,  frustrating,  and 
burdensome  will,  meeting  these  requirements,  become. 
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Much  more  serious  consideration  should  be  given  by  the  Con- 
gress and  the  executive  branch  to  how  we  can  cooperatively  bridge 
the  gap  between  the  politically  agreed  upon  social  objectives  sup- 
ported under  those  programs  and  the  more  specific  efforts  of  uni- 
versities and  colleges  in  carrying  out  their  day-to-day  management 
and  operations.  Today  there  are  no  mechanism  in  our  intergovern- 
mental system  coordinating  the  efforts  of  university  administrators 
and  Federal  program  management  to  confront  the  complex  and 
difficult  management  and  operating  issues  that  frustrate  and 
burden  both  sides. 

Fifth  and  final,  I  would  like  to  suggest  that  in  your  current 
consideration  of  sunset  and  oversight  legislation,  you  consider  fo- 
cusing your  sights  on  the  manner  in  which  administrative  and 
recordkeeping  and  reporting  requirements  are  carried  out.  Legisla- 
tive oversight  and  sunset  requirements  can  and  should  be  concen- 
trated on  specific  areas  where  the  problems  and  burdens  of  univer- 
sity-Federal relationships  are  particulary  serious. 

The  management  of  information  resources  in  our  Government 
and  society  is  not  being  done  very  effectively  or  efficiently.  The 
House  currently  is  considering  a  bill  to  improve  the  economy  and 
efficiency  of  Federal  paperwork  management  efforts.  The  thrust  of 
this  proposal  would  be  to  focus  executive  and  congressional  atten- 
tion and  visability  on  the  need  to  reduce  the  reporting  and  paper- 
work burdens  of  the  Federal  programs  on  universities.  State  and 
local  governments,  and  the  private  sector. 

I  support  such  a  proposal  and  recommend  to  this  committee  that 
it  bring  the  full  support  and  weight  of  its  legislative  functions  to 
emphasize  the  need  for  reducing  the  burdens  of  Federal  program 
administration  on  institutions  of  higher  education,  and  for  improv- 
ing the  ways  in  which  we  manage  our  personnel,  fiscal,  and  infor- 
mation resources  in  our  Government. 

The  malaise  that  Federal  program  administration  is  causing  the 
university  is  very  real  and  is  sapping  the  strength  of  our  colleges 
and  universities  in  achieving  excellence  in  teaching,  research,  and 
service  to  our  communities  and  society.  Since  Congress  is  responsi- 
ble for  basic  authorities  and  responsibilities  of  Federal  programs, 
your  efforts  to  improve  legislative  oversight  through  sunset  propos- 
als and  through  improved  measures  to  manage  information  re- 
sources and  reduce  external  burdens  on  institutions  of  higher  edu- 
cation represent  a  basic  commitment  to  action  which  has  our  full- 
est support  and  encouragement. 

Thank  you  very  much,  Mr.  Chairman. 

Mr.  BoLLiNG.  Thank  you  very  much.  Your  statement  is  certainly 
a  very  challenging  one,  and  I  think  a  very  useful  one.  I  personally 
will  look  forward  to  examining  the  document,  which  will  be  accept- 
ed by  this  committee;  and  I  hope  it  will  be  possible  to  print  in  the 
record  [see  p.  930].  Mr.  Chairman. 

Mr.  Derrick.  Mr.  Beilenson. 

Mr.  Beilenson.  Dr.  Holderman,  I  enjoyed  hearing  from  you.  I 
would  suggest,  if  I  might,  that  you  and  your  friends  at  the  universi- 
ty might  perhaps  subsequently  supply  us  with  some  of  the  answers 
to  questions  that  you,  yourself,  have  posed  here. 

You  refer  in  your  statement,  that  oversight  and  sunset  require- 
ments can  and  should  be  concentrated  on  specific  areas  where  the 
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problems  and  burdens  of  university-Federal  program  relationships 
are  particularly  serious.  I  suggest  that  you  all  probably  know  more 
about  that  or  have  more  complaints  about  that  than  we,  since  the 
burdens,  I  suppose,  are  upon  you.  Perhaps  in  the  next  few  minutes 
or  so,  you  or  Professor  Marchand  might  even  want  to  mention 
some  of  those  areas  to  us. 

You  spoke  also  of  something  which  no  one  should  disagree  with, 
that  one  of  the  major  concerns  we  should  address  is  to  require  that 
Federal  program  administrators  assess  the  current  uses  and  value 
of  record  collection  and  reporting  efforts  required  of  institutions  of 
higher  education.  I  would  again  suggest  that  you  people  might  owe 
us  the  responsibility  of  suggesting  to  us  specifically  those  instances 
where  you  think  we  are  requiring  too  much  and  where  they  are,  as 
you  point  out  earlier  there  may  be  unnecessarily  duplicative  or 
vague  or  may  lack  standardization  or  something  of  that  nature. 

I  assume  you  made  those  portions  of  the  Federal  Government 
with  which  you  deal  aware  of  your  concerns  in  this  particular  area. 
But  I  think  it  would  be  helpful,  if  I  may  say  so,  for  you  all  to  share 
those  concerns  with  those  of  us  who  are  Members  of  the  Congress 
ourselves.  Perhaps  we  can  be  of  some  help  with  respect  to  straight- 
ening some  of  these  things  out. 

You  speak  also  of  requirements  required  by  some  27  Federal 
agencies  relative  to  race,  sex,  age  discrimination,  and  other  work- 
related  responsibilities.  Again,  I  would  suggest  that  it  would  be 
helpful  if  you  would  give  us  some  specific  recommendations  as  to 
which  of  these  programs  are  either  unnecessary  or  are  burdensome 
to  you.  Can  you  give  us  some  overall  idea  of  what  the  university 
gets  from  the  Federal  Government  and  how  we're  helpful  to  you? 
You  agreed  at  the  outset  that  the  federally  funded  programs  are 
beneficial  to  the  institution  and  to  its  students.  Then  we  hear  a 
litany  of  complaints  from  you  about  how  the  reporting  require- 
ments are  so  great  and  suggest,  perhaps,  that  it's  hardly  worth  it 
to  you  to  get  any  help  from  the  Federal  Government.  I'm  sure 
you'd  like  to  clear  up  that — 

Dr.  HoLDERMAN.  I  wouldn't  want  that  to  be  the  interpretation. 
We  do  receive  $14,  $15  million  a  year  in  Federal  grants  and  con- 
tracts from  a  variety  of  agencies.  I  think  the  point  is 

Mr.  Beilenson.  I  guess  some  of  the  students  get  some  direct  help, 
too. 

Dr.  HoLDERMAN.  We  get  a  sizable  sum  from  student  aid  and 
student  loan  funds,  financial  assistance  programs,  and  a  variety  of 
programs,  also,  from  the  Federal  Government. 

Mr.  Beilenson.  How  much  Federal  money  in  toto  do  you  think 
goes  to  the  university  and  to  its  students?  Do  you  have  any 
way 

Dr.  HoLDERMAN.  I  think  it's  in  the  low  twenties,  when  we  talk 
about  the  total  amount  of  dollars  that  come  from  the  Federal 
Government  to  the  University  of  South  Carolina. 

Mr.  Beilenson.  And  to  its  students. 

Dr.  HoLDERMAN.  And  to  its  students. 

Mr.  Beilenson.  And  how  much  do  you  guess  it  costs  you  to 
comply  with  the  regulations? 

Dr.  Holderman.  Within  each  program.  Congressman,  there  are 
at  least  two  or  three  full  time  people  in  a  program  of  any  magni- 
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tude  who  are  required  just  to  keep  the  records.  The  bigger  the 
program,  the  more  people  we  tie  up  in  accounting,  the  reporting, 
the  recordkeeping  aspects  of  the  Federal  program.  So  it  gets  to  be 
substantial.  I  couldn't  give  you  that  figure  off  the  top  of  my  head, 
but  I  would  be  glad  to  provide  that  to  you  at  a  later  date.  We  do 
find  ourselves  assigning  more  and  more  people  to  the  completion  of 
reports  which  are  put  in  our  hands  by  Federal  program  adminis- 
trators. 

Mr.  Beilenson.  Do  you  think  that  now  we  have  our  single  De- 
partment of  Education — which  some  of  us  on  this  committee  were 
not  wholly  enthused  about;  in  fact,  did  not  even  vote  for — but  do 
you  think  that  the  fact  that  there  will  be  a  single  Department  of 
Education  might  lead  to  some  simplification  of  the  rules  and  regu- 
lations? 

Dr.  HoLDERMAN.  We  would  certainly  like  to  believe  so,  Congress- 
man. 

Mr.  Beilenson.  At  least  it  can  give  responsibility  back  to  admin- 
istration and  teachers. 

Dr.  HoLDERMAN.  We  hope  that  it  isn't  wistful  expectation.  We 
worry  that  now  they  will  have  more  time  to  ask  us  more  questions, 
which  is  a  concern  to  us.  The  higher  education  and  general  infor- 
mation survey,  which  comes  out  of  Washington  to  us,  and  which 
takes  us  a  great  deal  of  time  to  complete,  usually  requires  2  or  3 
years  before  we  find  out  what  the  data  really  has  in  comparative 
meaning  to  us.  The  timelag  is  critical.  The  amount  of  data  is 
critical.  And  much  of  it  that  we  provide,  we  never  see  again.  We 
have  no  idea  what  happens  to  it. 

We  would  be  glad  to  provide.  Congressman,  all  of  the  things  that 
you  suggested.  We  would  be  very  pleased. 

Mr.  Beilenson.  If  you  could  do  that,  it  would  be  very  helpful  to 
some  of  us.  I  don't  mean  to  be  difficult,  but  we  are  faced  with  these 
complaints  from  all  sectors  of  the  economy  and  from  institutions  of 
higher  learning  and  other  people  as  well.  I  am  sure  that  there  is  a 
great  deal  of  validity  in  what  you  have  to  say.  It  would  be  helpful 
to  us,  I  think.  And  we  have  to  try  to  pass  legislation  as  carefully  as 
possible  and  not  go  in  for  overkill  as  some  of  our  colleagues  urge. 
And  if  we,  as  Members  of  the  legislature,  can  be  made  aware  of 
specific  problems  which,  hopefully,  will  respond  under  pressure 
from  us  for  some  kind  of  solution,  unless  it's  some  draconian  one, 
perhaps  we  can  be  a  great  help  to  you  and  to  edl  the  other  people 
who  believe  in  these  kinds  of  Federal  programs  but  want  to  make 
them  less  burdensome  to  the  people  whom  they  are  designed  to 
help.  So  I  think  that  sharing  some  of  the  specific  suggestions  that 
you  may  have  with  us  will  be  very  helpful  to  us  and,  hopefully,  in 
the  long  run,  to  you  and  everybody  else. 

Dr.  HoLDERMAN.  I'll  be  glad  to  do  that  right  away. 

Mr.  Derrick.  Thank  you,  Mr.  Beilenson.  Dr.  Holderman,  thank 
you  for  an  excellent  statement.  I  would  like  to  take  this  opportuni- 
ty to  mention  that  several  generations  of  my  family  have  attended 
the  university,  including  myself.  I  would  like  to  say  how  proud  we 
are  to  have  you  here  in  South  Carolina  as  president  of  the  universi- 
ty. You  certainly  have  my  support  and,  I  am  sure,  that  of  most 
South  Carolinians  in  advancing  our  fine  State  institution. 
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Let  me  ask  you,  or  share  with  you  our  problem.  Our  responsibili- 
ty is  to  the  taxpayer  of  the  State  and  Nation  to  spend — I  think  the 
Federal  Government  budget  runs  this  year  somewhere  around  $550 
billion.  And  they  expect  us  to  spend  that  as  wisely  as  possible.  The 
only  way  that  we  can  know  whether  we  are  spending  it  wisely  and 
report  back  to  them  is  by  receiving  information  from  those  who 
spend  it  as  designated  by  the  Congress. 

Unfortunately,  this  requires  paperwork.  There  is  no  way  to  get 
around  it.  You  have  indicated  that  Federal  support  means  a  great 
deal  to  the  university  and  have  indicated  that  you  have  a  great 
deal  of  paperwork.  Now,  where  in  between  those  two  extremes  does 
the  truth  of  the  matter  lie?  What  do  we  do  about  it?  Certainly,  you 
would  not  expect  us  to  just  write  checks  to  you  without  following 
up. 

Dr.  HoLDERMAN.  No;  I  think  there  are  ways  to  do  it. 

Mr.  Derrick.  Do  you  think  we  are  requiring  too  much? 

Dr.  HoLDERMAN.  Some  of  the  things  that  are  required  of  us,  I 
think  are  not  particularly  germane  to  the  particular  project  that 
we  are  involved  in,  for  example.  I  think  if  we  could  agree  with 
Federal  program  administrators  a  priori  what  the  objectives  of  a 
specific  program  are  and  what  they  are  going  to  cost,  and  then  for 
us  to  measure  our  success  vis-a-vis  those  objectives,  I  think  we 
would  be  in  a  better  position  to  enable  both  the  Federal  program 
administrators  and  the  Congress  to  demonstrate  whether  those 
dollars  have  been  wisely  spent. 

But  we  spend,  unfortunately,  a  disproportionate  amount  of  time 
responding  to  inquiries  about  fiscal  and  program  questions  which 
are  not  really  relevant  to  the  objectives  of  the  program  itself.  I 
think  we  are  certainly  in  the  position  of  sajdng,  Mr.  Chairman, 
that  we  are  willing  to  provide  the  information  that  is  germane  and 
pertinent  to  the  kind  of  program  that  we  have  underway. 

But  when  it  goes  beyond  that,  or  when  it  gets  to  be  duplicative  or 
repetitive,  or  when  it  requires  us  to  examine  the  relationships  of 
unrelated  programs  to  this  particular  project  that  is  being  funded, 
then  I  think  it  gets  to  be  not  only  burdensome,  but  wasteful  to  the 
taxpayer.  And  we  spend  a  lot  of  time  doing  that  kind  of  thing. 

Mr.  Derrick.  What  I  think  you  are  telling  me,  if  I  understand 
you  correctly,  is  that  you  would  like  to  have  a  benchmark  to  use  to 
make  judgment  on.  Well,  I  am  pleased  to  tell  you  that  I  introduced 
legislation  into  the  Congress,  H.R.  65,  and  together  with  work  that 
Congressman  Gillis  Long  has  done  over  the  last  several  years,  we 
have  just  this  past  week  entered  in  to  the  Congress  a  bill  that  I 
will  refer  to  as  the  Long-Derrick  bill,  that  will  accomplish,  hopeful- 
ly, what  you  are  speaking  of. 

It  would  require  in  the  authorizing  legislation  a  statement  of  the 
objectives  of  that  legislation  as  well  as  of  the  long-term  accomplish- 
ments as  perceived  by  the  authorizing  committee.  And  hopefully, 
that  would  set  the  benchmark  that  you  have  referred  to  so  that  we 
might  go  back  1  year  or  2  or  3  years  later  to  look  and  see  if,  in  fact, 
what  we  had  anticipated  has  been  accomplished  and  make  judg- 
ment as  to  what  changes  might  be  made  in  the  programs  or,  in 
fact,  if  it  should  be  reauthorized. 
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Dr.  HoLDERMAN.  It  sounds  very  good.  We  have  no  objection  to 
being  held  accountable.  We  would  expect  that  in  any  kind  of  Feder- 
al grant. 

Mr.  Derrick.  But  you  would  like  to  know  in  advance  what  you 
are  going  to  be  held  accountable  for. 

Dr.  HoLDERMAN.  That's  correct. 

Mr.  Beilenson.  Just  one  more  thing.  You  mentioned  toward  the 
end  of  your  statement,  doctor,  that  legislative  oversight  and  sunset 
requirements  can  and  should  be  concentrated  on  specific  areas 
where  the  problems  and  burdens  of  university-Federal  program 
relationships  are  particularly  serious.  As  I  am  sure  you  know, 
these  proposals  for  sunset  legislation  involve  automatic  termina- 
tion every  5,  8,  or  10  years,  or  whatever,  unless  at  the  end  of  that 
period  of  time  the  program  is  reauthorized  by  the  Congress. 

Some  of  us  have  problems  with  that  concept,  and  we  are  trying 
to  find  some  specifics  with  respect  to  what  kinds  of  programs,  in 
fact,  aren't  doing  the  job.  Off  the  top  of  your  head,  could  you  or  Dr. 
Marchand  suggest  any  federally  funded  programs  that  you  suggest 
might  be  candidates  for  termination  under  a  sunset  provision?  Are 
there  any  federally  funded  programs  with  which  you  are  involved 
that  you  think  are  in  that  category? 

Dr.  Marchand.  I  think  the  issue,  Congressman,  is  not  a  question 
of  the  substantive  program  goal.  I  think  what  we  would  like  to 
suggest  is  that  the  management  and  administrative  requirements 
are  the  ones  that  are  not  being  reviewed  adequately.  That  is,  if  you 
are  going  to  target  on  programs,  it  may  not  be  that  we  have  any 
particular  complaints  about  the  substantive  goals.  However,  the 
way  that  the  management  and  operational  requirements  are  being 
established  over  long  periods  of  time  and  are  not  being  reviewed 
are  causing  serious  impact  on  the  university. 

Mr.  Beilenson.  And  these  are  costs  which,  basically,  have  to  be 
borne  by  yourself  and  not  paid  for  by  the  Federal  Government? 

Dr.  Marchand.  Let  me  give  you  an  example. 

Mr.  Beilenson.  Am  I  correct? 

Dr.  Marchand.  Yes,  sir. 

Mr.  Beilenson.  So  you  are  not  complaining  about  the  level  of 
Federal  spending.  You're  complaining  about  the  requirements  of 
spending  time  on  your  behalf  to  comply  with  Federal  legislation 
requirements. 

Dr.  Marchand.  I  think  the  issue  goes  far  deeper  than  that.  It 
tends  to  affect  some  of  the  abilities  of  the  university  to  carry  out 
its  programs  because  of  the  weight  of  resources  that  are  given  to 
administrative  overhead  and  responding  to  informational  require- 
ments as  well  as  other  compliance  such  as  reviews  and  activities. 
And  because  these  reviews  and  activities  are  now  taking  on  the 
aspect  of  comprehensive  oversight  reviews  and  not  simply  an  ad 
hoc  or  a  reporting  review.  The  cost  which  the  university  is  having 
to  bear  in  terms  of  personnel  and  manpower  dedicated  to  these 
reviews  is  taking  away,  in  part,  from  the  ability  of  the  university 
to  carry  out  the  program  according  to  the  goals  established. 

Mr.  Beilenson.  Yes,  sir,  I  understand  that.  And  that  is  the  point 
that  I  think  Dr.  Holderman  really  made  quite  well  in  his  state- 
ment. I  just  wanted  to  concentrate  on  this  one  thing.  A  lot  of 
people  are  looking  to  sunset  legislation  as  a  means  of  lowering  the 
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level  of  Federal  spending  and  I  am  inferring  from  what  you  are 
saying  that  sunset  legislation  or  review  of  Federal  programs  might 
not,  in  fact,  result  in  that;  although  it  would  result  in  overall 
lessening  of  spending  by  someone  somewhere,  probably  not  the 
spending  of  the  Federal  Government. 

Dr.  HoLDERMAN.  I  think  what  we  are  talking  about  is  the  reallo- 
cation of  dollars,  too.  We,  as  an  institution,  have  activities  which  I 
prefer  not  to  list  today,  which  we  probably  ought  to  be  out  of  the 
business  of.  And  we  need  to  take  salaries  there  and  move  them 
over  to  support  a  higher  priority  activity.  We're  facing  the  same 
kind  of  things  when  we  look  at  Federal  programs.  The  attraction, 
of  course,  is  to  go  after  Federal  money.  We've  got  to  restrain 
ourselves,  on  occasion,  from  going  after  it  because  we  just  can't  say 
carte  blanche  that  we're  going  to  take  anything  that  is  made 
available  to  us  because  we  may  not  have  the  people,  the  facilities, 
and  the  program  to  accomplish  it.  We  do  face  that  kind  of  dimen- 
sion. 

Mr.  Beilenson.  I  understand.  I  appreciate  the  value  of  your 
testimony,  and  any  kind  of  followup  testimony  that  you  can  send 
along  would,  as  I  said  earlier,  be  very  much  appreciated.  And  we 
look  forward  from  you,  as  well  as  from  other  witnesses,  any  sugges- 
tions that  any  of  you  all  might  have  with  respect  to  any  specific 
Federal  program  that  you  think  ought  to  be  done  away  with.  We 
are  finding  it  frankly  quite  difficult  to  get  testimony  on  that  from 
people  who  are  involved  in  any  of  these  programs. 

Dr.  HoLDERMAN.  We  will  be  glad  to  send  you  some  information 
about  it. 

Mr.  Derrick.  Thank  you  very  much,  Dr.  Holderman,  Dr.  Mar- 
chand. 

[Testimony  resumes  on  p.  1111.] 

[The  report  referred  to  by  Dr.  Holderman  follows:] 
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Executive  Summary 

The  purpose  of  this  Study  is  to  explore  the  feasibility  both 
theoretically  and  practically  of  treating  information  as  a  resource 
within  a  state  university.   Is  it  possible  that,  by  treating  infor- 
mation in  this  way,  university  personnel  can  reduce  their  paperwork 
and  redtape  burdens  both  internally  and  externally  and  use  the 
resources  expended  for  information  collection,  maintenance,  and 
dissemination  more  efficiently  and  effectively?  This  Study  de- 
veloped out  of  a  concern  of  the  Commission  on  Federal  Paperwork 
about  the  need  to  address  both  the  symptoms  and  causes  of  paperwork 
and,  in  particular,  to  begin  developing  perspectives  and  tools  to 
manage  the  use  of  information  resources  more  effectively.  The 
Commission  was  especially  interested  in  examining  the  consequences 
of  state  and  federal  reporting  requirements  in  a  state  university 
and  the  ways  such  burdens  might  be  relieved.  Using  the  University 
of  South  Carolina  as  the  focus  of  our  study,  we  have  proceeded  to 
explore  the  implications  and  consequences  of  managing  information 
as  a  resource  in  such  an  institutional  context. 

In  many  ways,  the  very  nature  of  a  state  university  poses  the 
ultimate  challenge  for  information  management.   From  one  perspective, 
we  could  suggest  that  the  very  mission  of  the  university  in  the  areas 
of  instruction  and  research  means  that  information  management  can  be 
considered  the  equivalent  to  management  of  the  institution  as  a  whole. 
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For  what  Is  a  university  but  an  organization  designed  to  impart  and 
create  knowledge  and  information. 

Looked  at  from  another  perspective,  however,  it  is  clear  that  a 
state  university  like  other  large  public  organizations  is  faced  with 
the  same  challenges  to  develop  approaches  and  tools  to  manage  its 
resources  more  efficiently  and  effectively.  The  problem  of  managing 
the  information  resource  poses  a  special  and  multifaceted  challenge 
to  such  an  institution.  Without  effective  information  management,  the 
effectiveness  of  such  a  knowledge-based  organization  is  likely  to  be 
severely  constrained.  Therefore,  the  concern  with  understanding  the 
dimensions  and  consequences  of  information  management  is  particularly 
appropriate  and  relevant  in  the  context  of  a  large  state  university. 
In  many  ways,  such  an  institution  is  a  microcosm  for  the  more  general 
problems  of  managing  information  resources  that  our  knowledged-based 
society  faces  today. 

Organization  of  this  Report 

Chapter  I  of  this  Report  attempts  to  define  the  concept  of 
information  management  and  to  explore  its  implications  for 
information  processing  and  data  resource  control  in  organizations. 
This  Chapter  also  reviews  the  seven  basic  constraints  on  the 
effective  introduction  of  such  a  concept  in  a  public  organization. 

Chapter  II  focuses  on  various  approaches  that  a  state  university 
might  employ  to  budget  its  data  resources.  The  Charter  examines  the 
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strengths  and  limitations  of  four  different  ways  that  the  University 
might  organize  Its  budgetary  process  to  manage  and  plan  for  the  allo- 
cation and  development  of  its  information  resources. 

Chapter  III  examines  the  range  of  external  reporting  requirements 
to  which  the  University  must  respond.   A  comprehensive  framework  for 
identifying  all  reporting  requirements  which  apply  to  the  University 
is  developed  and  used.   Particular  attention  is  paid  to  the  burden 
of  these  reporting  requirements  on  the  institution  and  some  ways  in 
which  the  University  could  improve  its  reporting  processes. 

Chapter  IV  outlines  the  major  findings  and  reconmendations  of 
the  Report  under  six  headings: 

1.)  Information  as  a  Resource 

2.)  Need  for  Information  Management 

3.)  Budgeting  the  Data  Resources  More  Effectively 

4.)  Scope  and  Burden  of  External  Reporting  Requirements 

5.)  Implications  of  Information  Management  in  the  Public 

Sector  for  Curriculum  Development  and  Training. 
6.)  Level  of  Current  Knowledge  and  Experience  with 
Information  Management  in  the  Public  Sector 
Several  Appendices  are  Included  which  provide  information  about 
the  research  site  as  well  as  the  formal  organization  of  the  University 
of  South  Carolina. 
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I.  Information  Management;   Concept  and  Constraints 

A-   Introduction:  Why  the  Need  for  Information  Management? 
Paperwork  is  an  ubiquitous  asoect  of  the  modern  nubile 
organization.   In  contrast  to  the  production  orocesses  of  a  manu- 
facturine  firm  which  change  raw  materials  into  finished  goods,  the 
public  organization's  primary  characteristic  in  the  estimation  of 
many  observers  is  that  of  an  "information  factory"^ which  collects 
many  types  of  raw  data,  processes  this  data  through  a  network,  of 
people,  procedures,  and  machines,  and  produces  a  variety  of  finished 
products  in  the  form  of  memoranda,  letters,  records,  newsletters, 
reports,  bulletins,  and  more  information  requests.  The  problem  with 
the  typical  public  information  factory  is  that  it  can  produce  relevant 
or  irrelevant  information,  in  small  or  large  quantities.  And,  because 
the  production  processes  of  the  public  organization  can  produce  infor- 
mation relatively  easily,  whether  or  not  it  is  demanded  or  needed,  a 
public  agency  may  have  only  a  limited  perception  of  what  information 
it  collects  and  produces,  how  it  is  used,  and  what  its  value  is  for 
the  organization's  members,  managers,  or  clientele. 

In  the  past,  the  typical  response  to  problems  of  this  kind  was 
to  institute  paperwork  or  records  management  programs.  These  were 
directed  at  dealing  with  the  physical  manifestations  of  the  Information 
proliferation  problem  and  not  with  the  content  of  the  paperwork  or 
records.   Generally,  such  programs  have  sought  to  simplify  and  con- 
solidate forms  and  records  and  to  reduce  the  total  amount  of  paper 


936 


and  files  circulating  throughout  the  organization's  message  streams. 
In  recent  years,  an  additional  factor  in  the  information  control 
problem  has  been  the  widespread  and  extensive  use  of  various  types 
of  electronic  technologies  in  the  public  organization  which  have 
altered  significantly  the  manner  in  which  Information  is  collected, 
maintained,  disseminated,  communicated,  and  used  by  organizational 
members.  While  paper  still  retains  its  dominant  place  as  the  major 
medium  of  communication  and  information  processing  in  the  public 
organization.  Increasingly  its  use  Is  being  altered  and,  in  some 
Instances,  supplanted  by  the  technology  of  computers,  telecommuni- 
cations, microfilming,  word  processing,  and  duplication.  We  are 
dealing  today  not  only  with  a  paperwork  problem,  but  also  with  a 
technological  problem.   How  can  these  new  technologies  be  used  most 
advantageously  by  the  organization?  How  are  they  changing  the  way 
the  organization  conducts  its  affairs?  Do  these  new  technologies 
necessarily  mean  a  reduction  in  paperwork  and  better  infoiTnatlon  use 
in  the  orgalnzation  or  are  we  simply  moving  to  another  level  of 
Information  overload  at  the  same  time  that  we  complain  about  the 
need  for  better  Information  to  confront  our  social,  political, 
economic,  and  environmental  problems? 

It  seems  clear  that  what  is  missing  Is  a  viable  concept  of 
information  management  in  the  public  sector  which  is  premised  on 
the  notion  that  information  is  a  valued  resource  In  the  organization 
and  should  be  managed  in  a  similar  manner  as  we  manage  our  human, 
fiscal,  material  and  natural  resources.  That  is,  we  can  no  longer 
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afford  to  act  on  the  asstimptlon  that  information  is  a  "free'  good. 
In  addition,  we  can  no  longer  proceed  on  the  assumption  that  the 
information  problem  is  susceptible  to  some  "technological  fix." 
Despite  the  notable  advances  made  in  the  area  of  communications,  data 
processing,  word  processing,  duplicating,  and  microfilming,  it  is 
clear  that  these  technologies  alone  will  not  solve  the  problem.   This 
is  because  the  problem  of  information  overload  in  the  organization  is 
not  just  a  "how  to"  problem,  but  a  "what"  and  a  "why"  problem.   That 
is,  the  questions  that  are  raised  by  the  concern  with  information 
collection,  use,  and  value  touch  not  only  the  procedural  problems  of 
how  information  can  be  more  efficiently  collected,  stored,  processed 
and  disseminated,  but  also  the  substantive  problems  of  why  information 
is  collected  and  used  the  way  it  is ,  and  what  value  it  has  in  the 
advancement  of  an  organization's  programs  and  mission. 

In  this  section  of  our  Report,  we  will  attempt  to  define  a 
concept  of  information  management  in  public  organizations  and  to 
review  the  constraints  on  the  real  world  acceptance  and  application 
of  this  concept.   While  some  emphasis  will  be  given  to  the  relevance 
of  this  concept  for  a  state  university,  the  general  thrust  of  the 
section  will  be  in  the  direction  of  articulating  a  notion  that  has 
applicability  throughout  the  public  sector.   This  section  is  intended 
to  provide  the  general  theoretical  framework  for  our  more  detailed 
discussions  of  two  specific  problem  areas:   (1)  the  first  having  to  do 
with  the  problems  of  budgeting  information  resources  in  the  state 
university;  and  (2)  the  second  concerned  with  identifying  the  scope 
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and  burden  of  external  reporting  requirements  placed  on  an  institution 
like  the  University  of  South  Carolina  by  local,  state  and  federal 

governments. 

B,   What  is  Information  Management? 

The  first  and  probably  most  fundamental  constraint  on  information 
management  has  to  do  with  the  theoretical  or  conceptual  dimensions  of 
the  activity.   The  success  of  information  management  is  highly  de- 
pendent on  the  adequacy  of  our  understanding  of  individual  and  organi- 
zational information  processing  and  the  role,  both  formally  and  in- 
formally, of  data  production  and  use  in  public  organizations.   In 
addition,  the  connection  between  the  use  of  data  and  its  value  is  an 
aspect  of  information  processing  which  has  not  yet  been  clearly 
defined  and  analyzed  in  the  context  of  public  agencies. 

The  basic  purpose  of  information  management  is  to  promote  organi- 
zational effectiveness.  Goal  attainment  by  the  organization,  as 
James  D.  Thompson  has  suggested,  is  defined  not  in  terms  of  a  maximum 
efficiency  criterion,  but  as  "satisf icing",  that  is,  the  organization 
tries  to  accommodate  itself  to  the  demands  of  its  internal  and  external 
environments.'  The  need  for  data  and  information  processing  arises 
from  the  need  to  reduce  uncertainty  concerning  the  organization's 
internal  and  external  environments.   In  stable  environments,  this 
process  of  accommodation  involves  activity  in  the  performance  mode 
(that  is,  routine  adaptation  to  changes  within  the  existing  perceptual 
structures  of  members  of  the  organization) .   In  complex  and  dynamic 
environments,  this  process  of  accommodation  involves  activity  in  the 
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developmental  or  learning  mode  (that  is,  reassessing  the  adequacy  of 

4 
existing  perceptual  structures  and  searching  for  new  data) . 

As  Dunn  notes,  not  all  organizations  can  operate  in  the  develop- 
mental mode.   Two  kinds  of  problems  can  arise.   The  first  he  calls 
"behavioral  regression"  which  is  the  tendency  to  deal  with  high 
level  information  requirements  with  low  level  information  processing. 
Organizations  which  are  dealing  with  pressures  for  change  in  a  complex 
environment  may  not  shift  to  information  processing  in  a  developmental 
mode,  but  instead,  may  regress  to  lower  levels  of  information  pro- 
cessing than  they  currently  use.   A  second  problem  which  Dunn  perceives 
often  sets  in  is  what  he  calls  "entity  fixation"  which  he  defines  as 
the  tendency  to  deal  with  problems  through  a  fixed  set  of  perceptual 
"windows":   "to  cling  to  established  forms  of  symbolic  data  and  fixed 
entity  representations."   In  its  extreme  form,  entity  fixation  can 
lead  to  the  reification  of  data: 

"When  management  is  confronted  by  the  fact  that  its 
traditional  processes  are  not  well  enough  to  deal  with 
current  disturbances,  it  often  demands  more  "information." 
This  is  often  interpreted  as  a  need  for  more  of  the  same 
kinds  of  data  accumulated  in  the  sane  way.  When  coupled 
with  the  enlarged  data  processing  capabilities  of  com- 
puters, the  result  can  be  a  flood  of  detail  leading  to 
an  actual  reduction  in  meaning  and  to  further  loss  of 
control  consequent  to  an  overload  of  meaningless  data." 

The  aim  of  information  management  is  to  promote  organizational 
effectiveness  by  enhancing  the  capabilities  of  the  organization  to 
cope  with  the  demands  of  its  internal  and  external  environments  in 
dynamic  as  well  as  stable  conditions.   Information  management  there- 
fore, as  Figure  1-1  suggests,  includes  two  dimensions:   (1)  managing 
the  information  process,  and  (2)  managing  the  data  resources  of  the 
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Figure  1-1 :  What  is  Information  Management? 
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organization.   The  purpose  of  the  first  is  to  assure  the  adequacy 

of  that  process  for  organizational  decision-making,  analysis,  and 

planning,  while  the  purpose  of  the  second  is  to  assure  that  the 

various  types  of  data  an  organization  uses  and  the  various  ways  that 

data  is  handled  and  processed  can  support  the  needs  and  demands  of 

the  information  process.  McFarlan,  Nolan,  and  Norton  have  defined 

the  distinction  between  these  two  elements  of  information  management, 

data-processing  vs.  information-processing  programs,  as  follows: 

"The  types  are  distinguished  by  their  inputs  and 
outputs.   Data-processing  programs  assemble,  process, 
associate,  and  structure  data  into  information.   Data 
is  defined  as  observed  facts.   A  data  element  is  indl- 
pendent  and  true  at  the  point  in  time  it  is  observed. 
Information  is  defined  as  the  basis  for  action  to 
affect  the  status  and  environmnet  of  the  organization. 
Data-processing  programs  accept  data  input  and  output 
information. 

Information-processing  programs  act  upon  infor- 
mation and  alter  the  status  and  environment  of  the 
organization  by  objective  setting,  resource  allocation, 
operating  on  resources,  and  control.   Accordingly, 
information  processing  programs  can  be  further  broken 
down  into  four  subcategories:   Objective  setting 
programs,  resource  allocation  programs,  operations 
programs,  and  control  programs.   Information- 
processing  programs  accept  information  and  output 
action. "S 

Each  dimension  of  information  management  involves,  therefore, 
a  somewhat  different,  but  related  concern.   The  management  of  the 
information  process  has  to  do  with  how  well  the  members  of  the 
organization  interact  with  the  data  resources  and  supporting  techno- 
logy for  decision-making  and  analytical  purposes.   The  emphasis  of 
this  dimension  is  on  the  value  of  data  resources  that  are  used  in 
the  organization.  What  is  the  relationship  between  the  perceived 
needs  and  demands  of  individuals  for  information  and  the  state  of  the 
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available  data  resources?  In  addition,  how  well  do  organizational 
members  and  managers  use  these  resources  in  the  programe  Bad  tasks 
of  the  organization? 

The  management  of  the  data  resources  is,  on  the  other  hand, 
instrumental  to  the  information  process.   That  is,  the  quality  of 
the  data  resources,  the  efficiency  with  which  they  are  employed,  and 
the  skill  and  expertise  with  which  they  are  applied,  all  contribute 
^  to  the  quality  and  effectiveness  of  the  information  process.   Data 
processing  and  data  resource  management  are,  therefore,  simply  means 
to  an  end.   Indeed,  when  data  processing  is  not  directly  related  to 
information  processing  in  an  organization  a  number  of  problems  can 
arise.   One  difficulty  is  the  tendency  of  the  data  generating  sources, 
services,  and  systems  to  produce  too  much  data.   A  second  and  related 
problem  is  the  tendency  to  produce  Inappropriate  data  for  the  infor- 
mation processing  needs  of  organizational  members.   A  third  problem 
arises  from  the  tendency  to  concentrate  on  the  management  of  data 
handling  technology  such  as  computers  as  an  end  in  Itself  or  to  the 
exclusion  of  the  concern  with  the  use  and  value  of  the  data  and 
technology  for  individuals  in  the  organization. 

In  contrast  to  the  management  of  information  processing  which 
focuses  on  the  interactions  between  people  and  data,  the  management 
of  the  data  resources  emphasizes  control  of  the  physical  manifes- 
tations of  the  organization's  information  processes.   The  management 
of  the  information  process  includes  both  the  formal  and  Informal  di- 
mensions of  information  processing  and  communications  in  the  organi- 
zation.  On  the  other  hand,  the  management  of  the  data  resource 
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relates  to  the  control  of  records,  reports,  and  general  paperwork, 
as  well  as  the  management  of  data  processing,  word  processing, 
communication,  duplicating  and  microfilming  technologies  and  their 
uses. 

C.   Managing  the  Information  Process 

Underlying  the  problems  of  providing  a  clear  definition  of 
managing  the  information  process  is  a  good  deal  of  confusion  over 
the  characteristics  of  individual  and  organizational  information 
processing.   Therefore,  before  we  can  articulate  a  definition  of 
what  managing  the  information  process  is  about,  it  is  necessary  at 
the  outset  to  clarify  what  the  primary  characteristics  of  individual 
and  organizational  information  processing  are. 

In  a  recent  work  entitled  jSocial  Information  Processing  and  Sta- 
tistical Systems  —  Change  and  Reform,^  Edgar  S.  Dunn,  Jr.  has  pro- 
vided an  insightful  analysis  into  individual  and  organizational  infor- 
mation processing.   While  Dunn  does  not  identify  all  the  characteristics 
which  we  will  review,  he  does,  nevertheless,  provide  an  Important  point 
of  departure  for  coming  to  grips  with  a  difficult  analytical  task. 

Dunn  begins  by  emphasizing  that  information  is  not  Just  an  object 
or  thing  but  an  act  or  process.   Information  processing  is  a  process 
of  giving  meaning  or  imparting  form.-'-"  Information  is  not  an  in- 
trinsic property  of  symbolic  data — that  is,  we  cannot  assume  that 
"the  more  symbolic  data  we  have,  the  more  information  we  have." 
Any  element  of  symbolic  data  only  represents  a  meaning  or  set  of 
meanings : 
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"Which  meanings  become  operative  is  a  consequence  of 
the  symbol  being  employed  in  an  information  process  engaged 
in  informing  behavior  in  a  manner  consiatant  with  the  logic 
and  purpose  of  that  process. "^^ 

Information  is,  then,  both  a  process  which  incorporates  the  objectives, 
values,  logic,  and  perceptions  of  the  individual  and  a  series  of 
objects  in  the  form  of  data  elements,  records,  reports,  files  and 
messages  which  are  an  integral  part  of  the  process  by  which  the 
individual  collects,  stores,  transmits,  and  communicates  symbolic 
data  that  has  meaning  or  value  for  him. 

An  important  characteristic  of  individual  information  processing 
is  that  it  involves  the  use  of  symbols.   An  individual  understands, 
describes,  and  interprets  the  real  world  through  the  use  of  symbols. 
As  Dunn  suggests: 

"...we  know  the  entities  of  the  real  world  only  through 
our  constructed  symbolic  representations  of  them.   The  success 
of  an  information  processor  in  fulfilling  its  intentions  rests 
upon  the  adequacy  of  these  representations.   Inadequate  symbol- 
ization  and  inadequate  processing  of  symbols  lie  at  the  root 
of  our  most  serious  information  processing  problems." 

At  their  root,  therefore,  Information  problems  are  problems  of 
symbol  use.  The   ways  in  which  we  .organize,  conceptualize,  ascribe 
significance  to,  and  give  meaning  to  symbols  has  important  effects 
upon  our  individual  effectiveness  as  decisionmakers  and  interpreters 
of  events  in  the  world.   Stamper  suggests  that  our  symbol  use  in- 
corporates several  important  dimensions  which  are  at  the  heart  of 
symbol  use  by  individuals  in  modem  organizations.'^^  He  divides 
the  study  of  symbols  into  five  branches  which  address  various  aspects 
of  symbol  use  and  assessment.   Pragmatics  is  concerned  with  the  re- 
lationship between  signs  and  human  behavior.^  Its  focus  is  upon  how 
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people  respond  to  signs  in  various  social  and  cultural  contexts. 
The  semantics  of  words  and  statements^  has  to  do  with  the  critical 
assessment  of  the  meaning  and  use  of  words  and  their  organization  into 
meaningful  statements. ''"^  Its  focus  is  on  the  significance  of  signs. 
The  semantics  of  numerical  information  concerns  the  assessment  of  the 
validity  and  meaning  of  numbers. ■'-^  Its  focus  is  on  the  problems  of 

meaningful  measurements.   Syntactics  describes  the  formal  rules  and 

18 
formal  organizational  processing  of  symbols.    Its  focus  is  most 

clearly  revealed  in  the  efforts  of  individuals  to  use  formal  sets  of 

instructions  to  program  computers  for  data  processing.   Finally, 

empirics  is  concerned  with  the  behavior  of  communications  channels 

that  are  used  for  control.    Its  focus  is  on  the  problem  of  the 

reliability  of  human  and  mechanical  communications  channels  in 

transmitting  symbols. 

Information  problems  for  individuals  can  arise  in  relation  to 
one  or  more  dimensions  of  symbol  use.   In  addition,  depending  on 
the  dimension  or  dimensions  of  symbol  use  with  which  individuals  are 
concerned,  symbols  can  represent  multiple  sets  of  meaning  for  different 
individuals  in  various  group  or  organizational  oontelcts. 

A  second  characteristic  of  individual  information  processing  is 
that  it  is  purposive.   It  involves  values,  intentions  and  attention 

to  the  consequences  of  symbol  use.   Human  perceptual  "structures"  are 

20 
activated  by  various  purposes  and  intentions.    It  is  this  dimension 

which,  in  the  context  of  an  organization,  activates  the  perceived 
divergence  among  the  members  and  the  development  of  informal  infor- 
mation processing  which  supplements,  alters,  and  sometimes  conflicts 
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with  the  formal  information  processing  of  the  organization. 

A  third  characteristic  of  individual  information  processing  is 
that  it  is  hierarchical.   Human  information  processing  can  take  place 
on  a  number  of  levels  starting  with  simple  rule  structures  (e.g.  yes/ 
no,  either /or)  and  moving  to  more  complex  structures  which  are  not 
merely  adaptive  but  developmental."^^  Dunn  suggests  that  as  human 
informaton  processing  becomes  more  complex  It  becomes  more  "heuristic" 
and  less  "algorithmic,"  that  is,  objectives  tend  to  be  less  clearly 

specifiable  and  the  search  process  of  the  individual  aims  at  "finding 

22 
out"  and  not  at  "problem  solving." 

A  fourth  characteristic  of  human  information  processing  is  that 

it  is  dependent  on  pre-existing  perceptual  structures:   "perceptual 

23 
representation  is  not  a  process  of  passive  induction."    An  indi- 
vidual's perception  is  "guided  by  a  mental  structure  existing  prior 
to  the  act."^^  Thus,  information  processing  incorporates  both  the 
existence  of  symbols  as  data  and  the  perceptual  structure  of  the 
individual.  When  we  speak  of  information  processing,  we  do  not  speak 
about  objects  alone,  but  about  an  interaction  between  a  human  per- 
ceptual structure,  on  the  one  hand,  made  up  of  specific  purposes, 
values,  biases,  memory,  logic,  and  symbolic  data,  on  the  other  hand, 
which  may  be  organized  into  files,  records,  reports,  memos,  statements, 
and  words  and  processed  by  means  of  paper  and  pencil,  calculator, 
computer,  abacus ,  or  typewriter. 

A  fifth  characteristic  of  individual  information  processing  is 
that  it  Is  costly.   Anthony  Downs  has  observed  that  the  major  costs 
of  gathering  and  transmitting  Information  Include  two  major  classes: 
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those  costs,  he  calls  transferable,  which  can  be  shifted  from  the 
individual  to  someone  else,  and  those  costs,  nontransferable,  which 
must  be  bom  by  the  individual  himself.   Transferable  costs  include 
procurement  costs  (the  costs  of  gathering,  selecting,  and  transmitting 
data) ,  analysis  (the  costs  of  making  factual  analysis  of  data) ,  and 
evaluative  costs  (the  costs  of  relating  data  as  factual  analysis  to 
specific  goals) .   Nontransferable  costs  include  the  costs  in  time 
and  other  resources  of  assimilating  information  and  deciding  what,  if 
anything,  the  individual  can  or  wishes  to  do.^^  The  fact  that  infor- 
mation is  costly  means  that  the  individual  will  continue  to  acquire 
and  use  data  until  the  marginal  return  equals  the  marginal  cost  to 
him.   Thus,  under  some  conditions,  it  may  be  rational  for  individuals 
to  not  acquire  more  data  or  to  transfer  certain  information  processing 
costs  to  others. 

Organizational  information  processing  possesses  the  same  charac- 
teristics as  individual  information  processing.   In  addition,  organi- 
zational information  processing  displays  some  unique  characteristics. 

First,  there  is  no  unique  "self"  in  an  organization. 27   it  is 
made  up  of  the  coordinated  activities  of  individual  selves.   The 
problem,  of  course,  is  that  individuals  differ  with  organizational 
objectives  and  with  each  other.   This  yields  the  development  of 
Informal  information  processing  which  sometimes  compliments  and  some- 
times contradicts  the  formal  information  processing  in  the  organization. 

Second,  individuals  in  organizations  whose  purposes  are  inter- 
dependent and  overlapping  but  not  totally  consistent  may  experience 
tension  and  conflict. 28  This  Introduces  the  political  aspect  of 
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organizational  life.   One  basic  function  of  information  processing  in 
organizations  is  to  control  conflict  and  mobilize  support. 

Third,  organizational  information  processing  can  be  stmctured 

29 
and  consciously  designed  within  certain  limits.    Formal  and 

structured  modes  of  information  processing  are  helpful  when  the 

organization's  internal  and  external  environments  are  relatively 

stable.   However,  the  formal  information  systems  of  an  organization 

may  be  dysfunctional  when  these  environments  are  dynamic  or  turbulent. 

Finally,  a  fourth  characteristic  of  information  processing  in 
organizations  is  that  the  internal  and  external  environments  of  organ- 
izatlons  are  generally  difficult  to  represent.^"  The  complexity  of 
organizational  procedures,  processes,  structures,  and  goals  coupled 
with  the  complex  external  relationships  and  interactions  of  organi- 
zations suggest  that  understanding  the  information  process  in  an 
organization  and  the  formal  and  informal  needs  for  information  of 
organizational  members  is  very  difficult  to  do.   Such  a  task  demands 
close  attention  not  only  to  symbolic  data  needs  of  the  organization, 
but  also  depends  upon  careful  assessment  of  the  manner  in  which 
organizational  members  interact  with  available  data  or  attempt  to 
collect  new  data. 

Given  these  characteristics  of  individual  and  organizational 
information  processing  and  their  complex  interactions,  management  of 
the  information  process  in  an  organization  will  require  attention  to 
several  key  factors. 

First,  there  is  the  need  to  focus  on  the  quality  of  the  Interaction 
between  individuals  and  the  kinds  of  symbolic  data  used  in  the  organl- 
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zation.  How  well  do  individuals  in  the  organization  process  different 
types  of  data?  To  what  extent  do  they  have  adequate  knowledge  and 
training  to  use  and  manipulate  data  to  communicate  it  to  others  and 
to  assimilate  or  search  for  new  types  of  data  when  it  is  necessary? 

Second,  there  is  the  concern  with  how  well  messages  and  other 
data  are  communicated  in  the  organization.   Does  pertinent  information 
circulate  rather  easily  in  the  organization  either  formally  or  in- 
formally? What  aspects  related  to  the  social,  cultural,  and/or 
educational  backgrounds  of  the  members  or  of  their  work  environments 
and  informal  relations  result  in  significant  distortion  of  information 
in  the  organization? 

Third,  to  what  extent  is  information  processing  in  the  organi- 
zation coordinated  among  members  and  managers?  Do  individuals  share 
information  in  the  organization?  Is  there  a  great  deal  of  unnecessary 
duplication  of  information  processing  in  the  separate  units  of  the 
organization?  Does  the  use  of  various  data  processing  and  communi- 
cations technologies  facilitate  efficient  transmission  and  processing 
of  Information  or  are  the  current  uses  of  these  technologies  ex- 
asperating the  problems  of  information  overload  and  duplication? 

Finally,  what  is  the  relationship  between  data  collection,  use, 
and  value  In  the  organization?  To  what  extent  Is  the  Information 
that  is  collected  used  and  to  what  degree  Is  the  information  that  is 
used  of  real  value  for  the  organization  and  Its  members? 

Management  of  the  Information  process  represents  the  more 
dynamic  aspect  of  information  management.   It  focuses  on  the  quality 
of  the  Interactions  and  relationships  between  people  and  data  In  the 


950 


organization.  As  such,  it  tends  to  emphasize  the  people  problems 
and  issues  related  to  the  effective  use  of  information  resources. 

D.  Managing  the  Data  Resources 

Management  of  the  data  resources  emphasizes  the  data  and  "hard- 
ware" side  of  information  management  in  the  organization.   Its  main 
focus  is  on  the  quality  and  use  of  the  tangible  products  and  tools 
of  the  Information  process  and  their  effective  management  to  support 
the  information  requirements  and  needs  of  organizational  members. 

Traditionally  the  tangible  products  of  the  information  process 
have  been  treated  as  functionally  separate.   The  production  of 
correspondence,  reports,  forms,  directives,  mail,  files  and  messages 
have  demanded  distinct  management  approaches.   The  result  has  been  a 
lack  of  coordinated  assessment  and  use  of  these  information  products 
in  the  organization. 

Similarly,  the  uses  of  data  handling  equipment  have  also  been 
perceived  as  distinct.   Different  approaches  have  been  used  to  manage 
manual  files,  computers,  microfilm,  telephones,  printing,  word  pro- 
cessing, duplication  and  audio /visual  equipment  with  little  sensi- 
tivity to  or  appreciation  for  the  interrelatedness  of  such  technologies 
in  the  organization's  information  processes.   One  result  of  this 
approach  to  information  technology  has  been  a  failure  in  many  organi- 
zations to  use  the  technology  to  facilitate  and  even  enhance  infor- 
mation quality  and  processing  by  organizational  members. 

Thus,  management  of  the  data  resources  requires  that  specific 
attention  be  given  to  the  quality  and  reliability  of  information 
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products  in  the  organization  as  well  as  the  effectiveness  and 
efficiency  with  which  various  data  handling  technologies  are  employed 
to  support  the  needs  and  demands  of  organizational  members.   In  this 
way,  data  resource  menagement  can  enhance  and  facilitate  the  manage- 
ment of  the  information  process.   The  concept  of  information  manage- 
ment is  directed  at  bridging  the  gaps  in  these  activities  and  intro- 
ducing a  sense  of  coordinated  management  of  processes  and  products 
that  is  of  value  to  organizational  decision-making.  The  latter 
concern  with  information  value  represents  the  key  idea  that  suggests 
why  the  concept  of  information  management  can  be  so  significant  and 
vital  for  organizational  life.   Unless  we  learn  to  properly  account, 
budget,  plan,  organize,  and  evaluate  information  as  a  resource,  we 
will  continue  to  use  up  valuable  resources  for  information  production, 
use,  and  handling  with  no  clear  sense  of  the  utility  of  the  infor- 
mation thus  generated.   In  the  context  of  the  increasing  prolifer- 
ation of  communications  and  information  technologies  and  in  the  face 
of  increasing  demands  for  usable  and  relevant  information  for  decision- 
making, such  a  course  becomes  increasingly  unacceptable. 

E.   Constraints  on  Information  Management 

Introducing  Information  management  as  an  activity  in  public 
organizations  will  have  important  implications  for  the  procedures, 
processes,  structures  and  goals  of  the  organization.  A  number  of 
problems  or  constraints  must  be  clearly  recognized  if  information 
management  is  to  be  effectively  incorporated  into  the  organizational 
environment.  In  this  section,  we  would  like  to  review  seven  con- 
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straints  which  may  influence  in  important  ways  the  success  of  infor- 
mation management  in  public  organizations.   As  Figure  1-2  suggests, 
these  seven  constraints  are  overlapping  and  interdependent.   As  such, 
they  represent  the  significant  dimensions  of  the  real  world  context 
within  which  information  management  will  have  to  be  conducted. 

The  first  constraint  on  information  management,  as  we  suggested 
earlier,  has  to  do  with  the  theoretical  or  conceptual  dimensions  of 
the  activity.   The  concept  of  information  management  covers  a  broad 
range  of  activities  in  the  organization.   As  such,  it  includes  both 
the  process  and  objects  of  information  exchange  and  data  production 
and  use  in  the  organization.   Such  a  definition  seeks  to  move  beyond 
simply  a  concern  with  paperwork,  records,  and  data  processing  equipment 
to  a  broader,  more  integrative  picture  of  the  process  of  information 
exchange  and  the  many  different  objects  and  modes  of  information 
exchange  in  the  organization.   Looked  at  in  this  way,  information 
management  implies  a  broad  multidisciplinary,  if  not  interdisci- 
plinary, view  of  information  processing  and  data  resource  management 
in  the  organization.^^   As  Figure  1-3  suggests,  such  a  generalist 
perspective  necessitates  the  incorporation  of  fields  of  expertise 
which  have  traditionally  been  viewed  as  quite  distinct  if  not  com- 
pletely foreign  from  one  another  in  purpose  and  technique.   Therefore, 
as  an  innovative  concept  in  organizational  management,  information 
management  poses  a  distinct  challenge  to  begin  integrating  what  have 
previously  been  rather  distinct  disciplinary  concerns. 

Related  to  the  conceptual  challenge  and  problems  that  the 
concept  of  information  management  suggests  are  the  methodological 
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Figure  1-2 :   Constraints  on  Information  Management 
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Figure  1-3:   Information  Management: 
A  Multl-Dlsclpllnary  Concern 
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issues  concerning  the  adequacy  of  available  tools  for  assessing  and 
measuring  the  uses,  value,  and  costs  of  information  processing  and 
data  resources  in  the  organization.  We  are  clearly  very  far  from  the 
point  of  having  a  well-established  body  of  standards  and  criteria  to 
apply  to  the  assessment  of  the  uses  and  value  of  information.   In 
addition,  as  we  will  suggest  in  the  next  section  of  our  Report,  the 
task  of  measuring  the  costs  of  Information  is  a  formidable  one  which 
demands  new  applications  of  cost  accounting  principles  and  methods 
as  well  as  new  ways  of  thinking  about  the  problem  of  budgeting  such 
a  resource  in  public  organizations. 

Third,  the  existing  structures  and  functions  of  public  organi- 
zations at  the  local,  state,  or  federal  levels  may  place  significant 
limitations  on  the  introduction  of  effective  information  management 
concepts.   In  addition,  existing  record  control  and  data  processing 
practices  may  conflict  with  the  more  integrative  approach  of  infor- 
mation management. 

Fourth,  people  in  organizations  may  not  be  receptive  to  an 
approach  to  information  management  which  alters  their  existing 
practices  and  habits  and  which  may  expose  their  Individual  job 
performance  to  management  in  the  organization. 

Fifth,  the  existence  of  laws  controllng  the  nature  of  reporting 
requirements  as  well  as  public  record  and  confidentiality  statutes 
at  the  state  and  federal  level  may  increase  the  costs  and  problems 
of  information  processing  and  data  resource  control  in  public  organi- 
zations. We  cannot  assume  that  the  introduction  of  Information 
management  will  result,  at  least  immediately,  in  appropriate  changes 
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in  the  laws  governing  reporting  and  disclosure  requirements. 

Sixth,  budgeting  the  data  resource  in  the  information  process 
is  subject  to  the  existing  practices  and  rules  of  budgeting  in 
organizations  and  these  budgeting  processes  and  procedures  of  state 
and  federal  governments  may  not  be  well  suited  to  accounting  for  the 
data  resource.   As  we  will  indicate  in  the  next  section,  the  existing 
processes  of  budgeting  the  data  resources  are  severely  deficient.   In 
addition,  it  is  not  clear  that  relatively  minor  adjustments  to  the 
current  incremental  approach  to  budgeting  data  resources  will  ac- 
complish a  great  deal  of  good. 

Finally,  information  management  will  inevitably  mean  the  intro- 
duction of  changes  in  the  procedures,  policies,  processes,  and 
structures  of  organizations.   Such  changes  must  gain  acceptability 
and  support.   One  obvious  problem  in  doing  this  are  the  "sunk  costs"  of 
the  status  quo.  Many  people  in  organizations  have  personal  and  pro- 
fessional Interests  in  not  changing  data  handling  procedures  and 
policies.   Data  processing  technologists,  for  example,  may  regard 
the  concept  of  information  management  as  a  threat  to  their  existing 
policies,  practices  and  resources.   Beyond  these  difficulties,  infor- 
mation management  may  point  to  performance  gap.s  in  the  organization's 
activities.   The  perception  of  such  gaps  may  cause  disruption  and 
change  in  an  organization  which  may  be  more  interested  in  the  mainte- 
nance of  the  status  quo. 

The  role  of  information  management  is  to  aid  in  the  critical 
assessment  of  the  information  processes  and  data  resources  to  promote 
organizational  effectiveness.   In  assuming  this  responsibility.  It  is 
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important  to  consider  and  keep  in  mind  the  real  constraints  upon  such 
an  Innovative  approach  In  the  public  agency  environment.   The  reali- 
zation of  the  promise  of  such  an  approach  is  highly  dependent  upon  a 
clear  and  realistic  perception  of  the  problems  and  issues  that  must 
be  confronted  and  overcome. 
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II  Budgeting  the  Data  Resourees  In  a  State  University; 
A  Preliminary  Assessment 

A.   Introduction:   Why  Budget  the  Data  Resources? 

In  the  previous  section  of  this  Report,  we  noted  that  treating 
data  as  a  valued  resource  In  the  organization  Is  the  first  step  In 
managing  that  resource  effectively.   The  need  to  treat  Information 
processing  and  data  resources  In  this  way  arises  from  the  paradoxical 
situation  that  modem  organizations  find  themselves  In  today:   "On  the 
one  hand  we  are  suffering  from  what  some  have  called  "Information  over- 
load" —  too  much  data  is  vying  for  our  attention.   On  the  other  hand, 
we  are  not  getting  all  the  Information  we  need.   At  the  same  time,  the 
capital  and  operating  expense  investments  we  are  making  In  collecting, 
storing,  and  disseminating  data  resources  are  increasing  steadily." 

Faced  with  the  growing  divergence  between  data  production  and  need 
and  in  the  context  of  rising  costs  for  operating  and  capital  expenses 
in  periods  of  restricted  or  tight  budgetary  allocations,  the  modern 
organization  can  no  longer  regard  information  as  virtually  a  free  good 
which  is  simply  part  of  the  "overhead  costs"  of  running  the  organi- 
zation.  Some  attempt  must  be  made  to  develop  tools  which  permit  managers 
to  examine  their  organization's  data  and  Information  as  resources  which 
can  be  assessed  and  controlled  in  the  same  ways  we  have  traditionally 
managed  human,  physical,  financial  and  even  natural  resources.^ 

In  this  part  of  our  Report ,  we  will  explore  various  approaches  that 
a  state  university  might  employ  in  budgeting  its  data  resources.   That 
is,  we  will  attempt  to  examine  different  ways  the  university  might 
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structure  its  budgetary  process  to  control  and  to  plan  for  the 
allocation  and  development  of  data  resources.   Since  this  study  is 
admittedly  exploratory  in  nature,  we  will  be  more  interested  in 
discussing  the  range  of  approaches  that  might  be  considered  than  the 
recommendation  of  a  specific  line  of  action.  While  our  theoretical 
framework  will  be  applied  to  the  University  of  South  Carolina  as  a 
case  study,  we  do  not  wish  to  imply  that  the  problems  encountered  here 
in  budgeting  data  resources  are  any  more  or  less  serious  than  in  any 
other  state  university  or  public  organization.   Indeed,  in  developing 
this  assessment,  we  identify  a  number  of  problems  in  the  budgetary 
process  of  the  University  that  are  at  the  heart  of  current  national 
debates  concerning  the  purposes  and  approaches  to  be  used  in  managing 
resources  and  programs  in  the  public  sector  as  a  whole. 

B.   How  to  Budget  the  Data  Resources:  A  Framework  for  Analysis 

Within  the  context  of  an  organization  like  a  university,  data 
resources  can  include  a  variety  of  forms  including  library  holdings, 
information  services  holdings,  correspondence  and  messages,  data  in 
computer-based  information  systems,  office  files  and  records,  the  re- 
search collections  of  individual  scholars  and  research  centers,  and 
other  data  storage  and  handling  media  and  forms.   As  a  result, 
budgeting  for  such  resources  may  include  a  wide  variety  of  disparate 
procedures  and  practices.   In  addition,  information  about  data 
resources  may  be  quite  partial  and  incomplete. 

In  this  section,  our  focus  will  be  on  the  role  that  information 
about  data  resources  might  play  in  budgetary  decision-making.   In  order 
to  address  this  topic  adequately,  it  will  be  necessary  to  step  back  for 
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moment  and  focus  on  the  more  general  problem  of  the  appropriate  style 
of  budgetary  decision-making  in  public  organizations.   To  do  so,  we 
will  focus  on  a  classic  discussion  in  public  administration  concerning 
incremental  versus  comprehensive  forms  of  decision-making.  We  will 
suggest  that  implicit  in  these  two  styles  of  decision-making  are 
certain  basic  assumptions  about  information  and  its  role  in  the  budget- 
ary process.   These  assumptions,  in  turn,  influence  the  ways  in  which 
information  about  data  resources  might  be  collected  and  used  by  an 
organization  in  its  budgetary  process. 

Approaches  to  Decision-Making  and  Information  Use 

In  a  classic  article  in  1959  entitled  "The  Science  of  Muddling 
Through",   Charles  Lindblom  identified  two  alternative  forms  of  de- 
cision-making in  organizations.   Linblom  called  one  the  rational- 
comprehensive  approach  and  the  other,  the  successive  limited  comparisons 
or  incremental  approach.   He  suggested  that  underlying  our  debates  con- 
cerning budgetary  decision-making  and  policy  analysis  in  the  public 
sector  were  the  fundamental  differences  between  these  two  methods.   One, 
as  Figure  2-1  suggests,  was  based  on  the  clear  linkage  of  means  and  ends 
and  the  other  was  highly  dependent  on  informal  negotiating  and  bargaining 
and  on  a  step-by-step  development  of  policies.   VThat  Lindblom  did  not 
articulate  fully,  but  what  is  implicit  in  his  discussion  concerning 
alternative  styles  of  decision-making,  were  certain  basic  orientations  to 
information  use.   On  the  basis  of  such  alternative  styles  of  decision- 
making it  is  possible  to  identify  two  alternative  methods  of  information 
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Figure  2-1 :  Approaches  to  Decision-making 


Rat  ional-Comprehens  ive 
(Root) 

la.  Clarification  of  values 
or  objectives  distinct 
from  and  usually  pre- 
requisite to  empirical 
analysis  of  alternative 
policies 


Successive  Limited  Comparisons 
(Branch) 

lb.  Selection  of  value,  goals  and 
empirical  analysis  of  the 
needed  action  are  not  distinct 
from  one  another  but  are  closely 
intertwined. 


2a.  Policy-formulation  is  there-   2b.  Since  means  and  ends  are  not 


fore  approached  through  means- 
end  analysis :   First  the  ends 
are  isolated,  then  the  means 
to  achieve  them  are  sought. 

3a.  The  test  of  a  "good"  policy 
is  that  it  can  be  shown  to 
be  the  most  appropriate  means 
to  desired  ends. 


4a.  Analysis  is  comprehensive; 
every  important  relevant 
factor  is  taken  into  account. 


5a,  Theory  is  often  heavily 
relied  upon. 


distinct,  means-end  analysis  is 
often  inappropriate  or  limited. 


3b.  The  test  of  a  "good"  policy  is 
typically  that  various  analysts 
find  themselves  directly  agreeing 
on  a  policy  (without  their 
agreeing  that  It  is  the  most 
appropriate  means  to  an  agreed 
objective). 

4b.  Analysis  is  drastically  limited: 
1)  Important  possible  outcomes 
are  neglected, 
11)  Important  alternative  potential 
policies  are  neglected. 
Ill)  Important  affected  values  are 
neglected. 

5b.  A  succession  of  comparisons 
greatly  reduces  or  eliminates 
reliance  on  theory. 


(Source:   Charles  Lindblom,  "The  Science  of  Muddling  Through",  Public 
Administration  Review,  Vol.  19,  pp.  79-88  (Spring  1959).) 
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use  (see  Figure  2-2) :   one  which  we  will  call  the  input-oriented 
approach,  the  other,  the  output-oriented  approach. 

The  input-oriented  approach  corresponds  to  Lindblom's  incremental 
method  of  decision-making.   The  basic  orientation  of  this  approach  is  to 
use  whatever  information  is  available.   Information  is  always  partial  and 
incomplete  so  the  incremental  method  tries  to  make  the  most  out  of  \*at  is 
relatively  easily  accessible.   New  information  is  not  introduced  except 
when  various  organizations  and  individuals  involved  in  the  decision- 
making process  feel  that  their  interests  are  at  stake  and  that  additional 
kinds  of  information  might  make  a  difference  in  the  informal  bargaining 
process.   The  bias  of  this  approach  tends  to  focus  on  "tangible"  re- 
source accounting  defined  in  terms  of  numbers  of  people  and  money  spent 

on  equipment,  purchases  and  supplies.   The  aim  of  the  decision-making 

4 
and  information  process  is  decidedly  retrospective  and  control-oriented. 

In  contrast,  the  output-oriented  approach  is  based  on  the  assinnp- 
tion  that  the  decision-maker  needs  all  the  relevant  information  he  can 
get  and  that  it  is  possible  (at  least  theoretically)  to  get  all  the  data 
relevant  to  a  decision.   New  information  is  developed  not  as  a  result  of 
the  pressures  and  problems  involved  in  the  bargaining  process  but  as  a 
result  of  conscious  systematic  search.   Information  collection  and  use 
reflect  a  prospective,  programmatic,  output-oriented  bias.   For  example, 
advocates  of  such  an  approach  place  heavy  emphasis  on  the  need  to  identi- 
fy program  and  organizational  objectives  and  to  tie  information  require- 
ments to  these  objectives.^  This  approach  supports  a  style  of  decision- 
making which  tends  to  be  more  formal,  explicit  and  which  devotes  spe- 
cific attention  to  the  systematic  definition  of  information  needs  and 
requirements.   Rather  than  being  control-oriented,  the  output-oriented 
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Figure  2-2:   Orientations  to  Information  Collection  and  Uae 


Input-Oriented  Approach 

-Use  whatever  information  is 
available 

-Information  is  always  partial 
and  incomplete 

-Incremental  decision-making 
makes  the  most  out  of  what- 
ever information  is 
available 

-New  information  is  introduced 
when  various  organizations 
or  individuals  involved  feel 
that  their  interests  are  at 
stake  (i.e.  in  response  to 
bargaining  needs) . 

-Information  collection  and  use 

reflects  a  retrospective,  fiscal 
accountability  or  control 
emphasis 

-Information  processing  relies 
significantly  on  informal 
sources 


Output-Oriented  Approach 

-Need  all  the  information  one  can 
get 

-It  is  possible  (at  least  theoreti- 
cally) to  acquire  all  the  data 
relevant  to  a  decision 

-New  information  is  introduced  as 
a  result  of  conscious,  system- 
atic search 

-Information  collection  and  use 

reflects  a  prospective,  program- 
matic or  planning  emphasis 

-Information  processing  relies 
significantly  on  explicit  and 
formal  sources 
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approach  tends  to  place  heavy  emphasis  on  planning  and  performance  evalu- 
ation and  not  simply  on  accountability  for  tangible  resources  expended. 

The  implications  of  these  two  approaches  to  information  use  for 
organizational  decision-making  are  many  and  varied.   In  the  context  of 
our  discussion  of  budgeting  the  data  resources,  it  is  possible  to 
suggest  four  alternative  modes  of  budgeting  the  data  resources  of  an 
organization  which  can  be  deduced  from  our  two  general  approaches.  In 
the  remainder  of  this  section,  we  will  describe  these  four  modes  of 
budgeting  the  data  resources  as  a  prelude  to  a  specific  discussion  of 
data  resource  budgeting  within  the  University  and  the  ways  the  existing 
process  might  be  changed. 

Modes  of  Data  Resource  Budgeting 

Figure  2-3  lists  the  four  modes  of  data  resource  budgeting.   Two  of 
these  modes,  the  Incremental  and  Adjusted  Incremental,  are  input-oriented 
approaches  and  two,  the  Value/Use  mode  and  Comprehensive  mode,  are  output- 
oriented  approaches.   In  this  section,  we  will  concentrate  on  identifying 
the  basic  characteristics  of  each  mode  of  data  resource  budgeting  and 
some  of  the  more  significant  problems  that  are  posed  by  the  use  or 
adoption  of  each. 

(1)  Incremental  Mode 

The  incremental  mode  of  budgeting  can  be  defined  as  input-oriented 
budgeting  which  aggregates  the  costs  of  resources  in  general,  easily 
comprehensible  categories  for  policy-makers  and  managers  (See  Figure 
2-4).   The  categories  of  resource  accounting  generally  tend  to  lump 
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Figure  2-4:   Typical  Object  of  Expenditure  Categories  for 
Incremental  Mode  of  Budgeting 

-Personnel 

-Equipment 

-Supplies 

-Physical  Plant  and  Resources 

-Rentals 

-Contractual  Services 

-Employee  Benefits 
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together  the  tangible  expenditures  of  the  organization  on  personnel, 
equipment,  supplies,  etc.   For  the  purpose  of  top  managers  in  an  organ- 
ization, the  incremental  mode  of  budgeting  is  heavily  weighted  in  the 
direction  of  merely  summarizing  expenditures  for  the  past  fiscal  year. 
The  focus  of  the  incremental  decision-making  process  tends  not  to  be  on 
what  has  been  spent,  but  on  the  difference  between  requested  amounts 
and  previous  expenditures.   Thus,  decision-making  does  not  demand  de- 
tailed information  concerning  resource  expenditures  since  the  focus  of 
the  budgeting  process  is  on  changes  at  the  margin,  that  is,  on  what 
additional  resources  are  being  requested  and  not  on  how  past  resources 
have  been  spent. 

The  incremental  mode  of  budgeting  and  cost  accounting  raises  several 
significant  problems  about  the  ability  of  an  organization  to  account  for 
its  data  resources. 

First,  the  object  of  expenditure  categories  of  the  typical  incremental 
budget  tend  to  obscure  rather  than  highlight  data  resource  expenditures. 
Because  these  categories  are  fairly  broad  in  character,  there  is  a 
tendency  to  "lump"  a  variety  of  rather  distinct  and  different  expendi- 
tures into  one  category.   For  example,  the  category  of  equipment  may 
contain  expenditures  on  utensils,  shovels,  audio-visual  equipment, 
typewriters  and  computers.   The  category  of  supplies  may  contain  ex- 
penditures on  pads,  pencils,  and  paper  as  well  as  on  food  and  beverages. 
Since  the  incremental  mode  of  budgeting  does  not  focus  on  what  has  been 
spent,  it  is  sufficient  that  all  resource  expenditures  be  accounted  for. 
However,  it  is  much  less  necessary  for  specific  detail  to  be  provided  in 
other  than  the  broadest  categories  since,  in  the  incremental  mode,  maxi- 


on  CO 


970 


mum  flexibility  is  retained  for  informal  bargaining  throughout  the 
budget  formation  and  implementation  process. 

Second,  the  cost-accounting  or  cost  reporting  systems  developed 
to  support  this  approach  to  budgeting  do  not,  as  we  will  indicate 
later,  pick  up  major  aspects  of  data  resource  expenditures  or  do  so 
only  very  indirectly.   Thus,  it  is  difficult,  if  not  impossible,  to 
assess  what  expenditures  are  being  devoted  to  various  kinds  of  paper- 
work and  information  handling  and  production  tasks.   Generally,  the 
cost  reporting  systems  in  the  incremetnal  mode  pick  up  the  costs  of 
only  the  largest  data  resource  expenditures  such  as  data  processing, 
telephone,  and  printing  costs.   Other  data  resource  expenditures  for 
manual  record-keeping  systems,  duplicating,  microfilming,  and  word 
processing  are  accounted  for  only  indirectly  In  such  categories  as 
supplies,  equipment,  rentals  and  contractual  services. 

(2)  Adjusted  Incremental  Mode 

The  incremental  mode  of  budgeting  as  it  is  carried  out  in  most 
public  agencies  is  seriously  deficient  in  accounting  for  data  resources. 
This  is  not  to  say,  however,  that  this  mode  of  budgeting  cannot  be  sig- 
nificantly altered  to  "pick  up"  through  the  line  item  approach  much  more 
specific  information  about  data  resource  expenditures.   Indeed,  one  of 
the  advantages  of  the  line  Item  approach  is  that  the  reporting  system 
can  be  refined  to  whatever  level  of  detail  the  organization  feels  is 
necessary.  While  such  specification  is  not  really  needed  for  policy- 
making, management  can  benefit  a  great  deal  from  this  kind  of  reporting. 
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A  typical  example  of  how  the  line  Item  reporting  system  can  be 
changed  to  reveal  more  clearly  data  resource  costs  is  in  the  data 
processing  item.   Many  organizations  using  the  line  item  approach 
tend  to  "lump"  together  all  their  data  processing  costs  in  one 
separate  category  which  tends  to  reflect  the  direct  costs  of  data 
processing  for  the  organization's  computer  services  group.   In 
these  cases,  data  processing  hardware,  such  as  terminals,  which 
are  located  away  from  the  main  computer  center  may  not  be  included 
in  the  data  processing  line  item.   Viewed  as  overhead  costs  for  the 
various  units  and  divisions,  these  equipment  costs  might  be  listed 
under  "office  equipment"  or  "educational  equipment"  categories. 
Thus,  without  some  significant  adjustment  in  this  reporting  system, 
the  "true"  cost  of  data  processing  tends  to  be  obscured. 

It  is,  however,  possible  to  adjust  this  reporting  system  without 
doing  away  with  the  input-oriented  approach.   One  way  might  be  to 
account  in  a  separate  data  processing  line  item  category  for  each 
unit  or  department  within  the  organization.   In  this  case,  any  data 
processing  resource  expenditures  that  would  be  incurred  apart  from 
the  central  computer  facility  would  be  specifically  accounted  for. 
In  addition,  it  would  be  possible  to  aggregate  the  separate  data 
processing  costs  in  the  organization.   Another  approach  might  be  to 
set  up  a  cost-accounting  system  for  the  use  of  the  central  computer 
facility  and  on-line  resources  in  each  unit  or  program  within  the 
organization.   In  this  case,  the  computer  facility  would  not  be 
regarded  as  a  free  good  within  the  organization.   Specific  use  figures 
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and  costs  could  be  developed  for  all  users  of  the  facility, 

While  it  is  possible  to  move  in  the  direction  of  adjusting  the 
input -oriented  cost  reporting  system  to  reflect  more  accurately  the 
actual  data  resource  expenditure,  nevertheless,  this  mode  of  cost 
accounting  is  deficient  in  several  important  ways. 

First,  a  major  problem  arises  precisely  from  its  input-oriented 
bias.   Despite  the  fact  that  the  line  item  approach  can  be  adjusted 
significantly  to  account  for  data  resource  expenditures  in  terms  of 
personnel,  supplies,  equipment  etc.,  nevertheless,  such  ai  approach 
can  reveal  little  concerning  the  relationship  between  information 
expenditures  and  information  value.   The  adjusted  incremental  mode 
of  budgeting  still  tends  to  be  a  "score  card"  approach  aimed 
primarily  at  fiscal  accountability.   The  line-item  budget  in  and  of 
itself  can  indicate  very  little  concerning  the  relatidnship  between 
data  collection,  use,  and  value. 

Secondly,  because  the  line  item  approach  is  retrospective  in 
in  focus,  one  cannot  easily  relate  past  performance  to  any  new  or 
changing  uses  of  data  resources.   The  line-item  approach  is  of  only 
limited  utility  as  a  data  resource  planning  tool  since  there  is  no 
attempt  made  to  link  programmatic  goals  and  needs  to  actual  ex- 
penditures and  costs. 

(3)  Comprehensive  Mode 

An  alternative  way  of  proceeding  which  differs  from  the  previous 
input-oriented  approaches  to  budgeting  and  accounting  for  data 
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resources  is  to  focus  not  on  organizational  inputs,  but  on  outputs 
and  the  relationship  between  objectives  and  actual  performance.   One 
mode  of  data  resource  budgeting  which  could  permit  such  a  focus  is  the 
comprehensive  mode.   This  mode  is  based  on  the  assumption  that  any  as- 
sement  of  data  resource  expenditures  must  be  linked  to  the  use  of  infoi^ 
mation  to  advance  organizational  or  sub-unit  goals  and  objectives.  Thus, 
the  only  appropriate  way  to  assess  data  resources  is  to  define  the  re- 
lationship between  the  uses  of  information  and  the  processes  of  decision- 
making and  analysis  that  go  on  within  the  organization.   In  doing  so  one 
inevitably  focuses  on  the  outputs  of  data  resource  use  and  not  simply  on 
the  inputs.   That  is,  one  moves  from  preoccupation  with  information  ef- 
ficiency to  a  concern  with  information  effectiveness  for  decision- 

g 
making  and  analytical  needs. 

In  terms  of  methodology,  the  comprehensive  mode  of  data  resource 
budgeting  differs  considerably  from  the  incremental  modes.   Data  resource 
budgeting  in  this  mode  would,  as  Figure  2-5  suggests,  follow  a  series  of 
discrete  steps  aimed  at  defining  explicitly  the  relationship  between 
organizational  and  program  objectives  and  information  needs  and  require- 
ments.  In  this  way,  the  most  effective  deployment  of  data  resources 
can  be  planned  for  and  defined. 

While  the  comprehensive  mode  of  data  resource  budgeting  holds  out 
the  promise  of  large  payoffs  in  terms  of  the  most  effective  way  of 
planning  for  data  resource  use  and  deployment,  this  mode  does  pose  a 
number  of  serious  problems. 

First,  this  mode  of  data  resource  budgeting  can  be  a  very  costly 
approach  in  terms  of  information  and  time.   A  large  public  organization 
may  simply  be  unable  to  devote  resources  to  such  a  task. 
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Figure  2-5:  Steps  in  the  Comprehensive  Mode  of 
Data  Resource  Budgeting 

1.  Define  Organizational  and  Programmatic  Objectives 

2.  Identify  the  Key  Types  of  Decisions  that  are  Needed  to 

Reach  These  Objectives 

3.  Assess  the  Information  Needs  for  Decision-Making  and  Analysis 

4.  Define  and  Assess  Alternative  Ways  of  Meeting  these  Organizational 

Information  Needs 

5.  Choose  the  Best  Alternative  in  Meeting  the  Organization's 

Information  Needs 
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Second,  the  comprehensive  mode  of  data  resource  budgeting  may  be 
politically  unacceptable  for  two  significant  reasons.   Such  a  mode  of 
budgeting  may  demand  a  degree  of  centralization  of  organizational  control 
that  is  incompatible  with  the  organization's  structure  and  traditions. 
The  comprehensive  mode  of  data  resource  budgeting  is  a  decidedly  "inte- 
grationlst"  mode  of  planning  and  control  which,  either  implicitly  or 
explicitly,  will  demand  centralization  of  authority  and  resource  control. 
In  addition,  this  mode  of  data  resource  budgeting  requires  that  organi- 
zational objectives  and  decision-making  processes  be  clearly  defined. 

In  many  organizations,  such  a  demand  for  precise  definitions  and 

9 
transparency  may  be  unacceptable  politically. 

Finally,  the  comprehensive  mode  of  data  resource  budgeting  may 
be  inappropriate  on  methodological  grounds.   As  we  suggested  above, 
this  mode  of  planning  and  control  demands  that  clear  links  be  defined 
between  objectives,  decisions  and  information  needs.   Such  a  degree  of 
formal  definition  is  simply  not  compatible  with  the  existing  state 
of  scientific  knowledge  concerning  how  to  do  so.    In  addition,  this 
mode  of  budgeting  is  dependent  on  an  extensive  cost  reporting  system 
which  could  fully  reveal  paperwork  and  other  data  resource  costs. 
Such  a  reporting  system  would  in  and  of  its  own  constitute  a  signifi- 
cant paperwork  burden  since  it  would  entail  precise  reporting,  not  simply 
at  the  program  or  unit  level,  but  also  at  the  individual  level. 

(4)  Value /Use  Mode 

A  fourth  mode  of  data  resource  budgeting  which  is  also  output- 
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oriented  but  Is  not  subject  to  the  objections  of  the  comprehensive 
mode  is  what  we  call  the  value /use  mode. 

The  aim  of  this  approach  is  twofold:   first,  it  is  directed  at 
integrating  the  cost  of  data  resources  with  their  use;  second,  it 
focuses  on  the  key  areas  where  information  is  of  value  for  the  organ- 
ization.   In  contrast  to  the  comprehensive  mode  no  assumption  is  made 
that  before  one  can  identify  problems  of  data  resource  use,  one  must 
understand  comprehensively  the  organization's  objectives,  decision- 
making process  and  information  systems.   The  value/use  mode  of  data 
resource  budgeting  attempts  to  take  a  gradual  approach  to  assessing 
the  connection  between  data  use  and  value  rather  than  a  comprehensive 
approach.   However,  it  differs  from  the  incremental  modes  of  data 
resource  budgeting  because  it  is  an  output-oriented  approach,  that  is, 
the  key  problem  is  to  assess  whether  information  that  is  collected  Is 
used  and  whether  what  is  used  is  of  value  to  individuals  In  the  organ- 
ization.  Information  value  here  includes  not  merely  the  costs  of  data 
resources  but  also  the  relationship  between  data  resource  costs  and 
their  utility  to  specific  individuals,  units  or  programs  within  the 
organization  for  either  decision-making  or  analytical  needs. 

The  value/use  approach  is  based  on  coordination  rather  than  the 
integration  of  the  comprehensive  mode  or  the  "permissiveness"  of  the 
incremental  modes. ^^  It  assumes  that  the  appropriate  response  to  the 
"do  your  own  thing"  style  of  data  resource  management  implied  In  the 
incremental  modes  is  not  total  integration,  but  a  more  appropriate 
degree  of  coordinated  use  of  data  resources  in  line  with  the  needs 
of  diverse  individuals  and  units  within  the  organization.   Thus,  the 
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value/use  mode  aims  at  (1)  identifying  the  demands  or  needs  fpr 
information  in  the  organization;  (2)  identifying  the  supplies  of 
information/data  in  the  organization;  and  (3)  closing  the  gap  between 
the  demands/needs  for  information  and  the  supply  of  information/ 
data  resources. 

In  terms  of  methodology,  the  value/use  mode  is  based,  as  Figure 
2-6  notes,  on  four  steps. 

The  first  step  is  a  detailed  inventory  or  survey  of  the  organi- 
zation's data  resources.   The  aim  is  to  identify  the  sources  and 
types  of  data  resources  in  the  organization  and  the  various  kinds  of 
supporting  technologies  employed. 

A  second  step  is  to  assess  the  actual  costs  of  the  data  resources 
used  by  the  organization  in  terms  of  personnel,  equipment,   supplies 
etc.   In  contrast  to  the  Incremental  modes  of  budgeting  the  data 
resources  which  assume  that  such  resources  can  be  costed  if  only  we 
add  additional  categories  to  our  object  classification  system,  the 
value/use  approach  assumes  that  the  primary  problem  is  the  identification 
of  the  data  resources  used.  Only  after  a  conscious  search  for  and 
analysis  of  such  resources  is  completed  can  one  attempt  to  assess  the 
costs  of  such  resources. 

A  third  step  in  the  value/use  approach  is  to  analyze  the  relation- 
ship between  the  cost  and  use  of  data  resources  In  the  organization 
and  the  value  of  the  data  resources  to  individuals/units  In  the 
organization  for  various  types  of  decision-making  and  analysis.   The 
aim  is  to  begin  reducing  the  divergence  between  data  which  is  collected 
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Figure  2-6;   Steps  In  the  Value/Use  Mode 

1.  Inventory  and  Catalogue  Data  Resources 

2.  Assess  the  Costs  of  Data  Resources 

3.  Analyze  the  Relationship  Between  Data  Resources  and  their 

Use  and  Value  to  Individuals,  Units  and/or  Top  Management 
in  the  Organization 

4.  Develop  a  Coordinated  Approach  to  Data  Resource  Management 
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and  used  by  the  organization  but  is  of  limited  or  no  value  and  to 
move  to  a  situation  where  information  that  is  collected  and  used  is 
of  value  to  individuals  in  the  organization.   This  third  steo  is 
oerhaos  the  most  difficult  one  confronting  the  effective  adoption  of 
the  value/use  mode  since  it  demands  an  assessment  of  the  complex  and 
varied  perceptions  of  data  use  and  value  in  the  information  processes 
of  the  organization.   Not  only  is  this  type  of  assessment  likely  to 
reveal  the  lack  of  consensus  within  the  organization  between  individuals 
about  what  information  is  of  value  and  what  is  not,  but  the  fact  that 
such  nuestions  of  value/use  are  asked  explicitly  is  likely  to  raise 
previously  submerged  or  latent  sources  of  conflict  or  disagreement 
over  the  collection,  maintenance  or  dissemination  of  data  resources. 

Finally,  the  fourth  aspect  of  the  value/use  approach  is  to  begin 
moving  toward  the  development  of  a  coordinated  approach  to  data 
resource  management.   Unlike  the  comprehensive  mode  of  data  resource 
budgeting  which  suggests  centralization  of  control  and  elimination  of 
redundancy  and  overlap,  the  value/use  approach  is  based  on  the  as- 
sumption that  it  is  neither  necessary  nor  desirable  to  eliminate  all 
redundancy  and  overlap.   The  key  is  to  coordinate  efforts  at  data 
resource  management  within  existing  organizational  functions  and 
structure.   Changing  the  latter  to  meet  the  demands  of  the  former  is 
equivalent  to  letting  the  tall  way  the  dog.   Coordinated  data  resource 
management  does  not  depend  on  redesigning  the  organization,  but  rather 
aims  at  reducing  those  areas  of  data  resource  intensiveness  which  are 
unnecessary  or  inappropriate.   Effective  data  resource  management  must 
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be  perceived  as  a  gradual,  step-by-step  approach  based  on  consensus- 
building  within  the  organization  over  what  should  be  done  and  how  It 
can  be  done.   In  contrast  to  the  comprehensive  mode,  no  presumption 
Is  made  that  once  the  best  alternative  Is  Identified,  It  should 
prevail.   Rather,  data  resource  management  Is  perceived  as  essentially 
a  learning  process  which  can  only  be  effectively  adopted  to  the  extent 
that  it  is  understood  and  accepted  by  individuals  in  the  organization- 
While  the  value/use  approach  seems  to  hold  out  substantial 
benefits  to  the  organization,  there  are,  nevertheless,  several  problems 
with  such  an  approach. 

First,  although  the  value/use  mode  is  less  costly  in  terms  of 
personnel  and  time  than  the  comprehensive  mode,  it  is  likely  to  be  more 
costly  than  the  Incremental  modes  of  budgeting.   The  latter  approaches 
are  unlikely  to  demand  the  resources  that  the  value/use  approach  will. 
Second,  the  value/use  mode  can  be  criticized  as  overly  ambiguous. 
The  value  of  information  is  an  essentially  undeflnable  aspect  of  this 
approach  since  it  is  likely  to  vary  with  each  individual's  articulation 
of  his  needs  and  wants.   Therefore,  it  will  be  next  to  Impossible  to 
relate  data  value  to  data  use.  A  possible  retort  to  this  objection 
in  the  context  of  the  value/use  mode  might  be  that  attempting  to 
articulate  the  relationship  between  information  value  and  use  is  at 
least  an  improvement  over  what  the  current  practice  is.  At  present, 
we  simply  assume  that  the  information  that  is  collected  is  used  and 
what  is  used  is  of  value.   The  value/use  mode  attempts  to  examine 
this  assumption  more  carefully  by  focusing  specific  attention  on  the 
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analysis  of  the  uses  and  costs  of  data  resources  in  relationship  to 
whatever  values  can  be  defined,  articulated  or  justified  by  organi- 
zational members  and  managers.  While  this  may  amount  to  a  less  than 
optimum  approach,  it  nevertheless  has  the  value  of  emphasizing  what 
have  previously  been  informal,  ad  hoc  assumptions  about  data  use  and 
data  value  in  organizations. 

C.   Budgeting  the  Data  Resources  in  a  State  University 

The  aim  of  our  discussion  thus  far  has  been  to  lay  out  a  basic 
range  of  perspectives  on  budgeting  the  data  resources  as  a  prelude 
to  a  specific  review  of  what  is  being  and  what  might  be  done  to 
budget  for  this  resource  in  the  context  of  the  University  of  South 
Carolina.   In  this  section  we  will  discuss  the  implications  of  our 
four  modes  of  budgeting  the  data  resource  in  the  context  of  the 
structure,  functions  and  decision-making  processes  of  a  state 
university.   In  doing  so,  we  will  place  our  emphasis  not  so  much 
on  the  recommendation  of  any  one  approach  but  on  the  benefits/costs 
of  each  mode  in  the  light  of  a  specific  institution. 

The  Budgetary  Process  at  the  University  of  South  Carolina 

Data  resource  budgeting  currently  takes  place  within  the  larger 
budgeting  process  of  the  University.  The  latter  process  corresponds 
to  our  input-oriented,  incremental  mode  of  budgeting.   There  is  no 
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systematic  fiscal  or  progranunatic  plan  developed  for  each  fiscal  year 
as  we  might  expect  with  some  form  of  output-oriented  budgeting  such 
as  Program  Planning  and  Budgeting  (PPB)  or  Zero-Based  Budgeting  (ZBB) . 
Although  there  are  priorities  determined  by  a  Budget  Priority  Com- 
mittee composed  of  senior  faculty  and  top  administrators,  the  budgetary 
process  within  the  University  operates  by  delegating  authority  and 
discretion  to  units  and  departments. 

The  Budget  Priority  Committee  recommends  a  suggested  funding 
level  for  each  college  and  division  within  the  University.  Their 
recommendations  are  given  to  each  Vice-President  (See  the  University 
Organizational  Chart  in  Appendix  B  of  this  Report)  who  in  turn 
provides  a  funding  level  with  general  spending  guidelines  to  each 
department  or  unit  head.   In  each  step  of  the  process,  monies  are 
allocated  as  seen  fit  by  the  individual  who  is  responsible.  There 
are  no  uniform  standards  as  to  how  departments  and  units  are  to 
develop  their  individual  budgets.   Thus,  the  process  of  budgeting  and 
accounting  in  the  University  can  be  described  as  a  "stewardship"  rather 
than  a  cost  accounting  or  program  budgeting  process. 

In  August  of  each  year,  the  University  Budget  Office  sends  a 
letter  to  all  department  and  unit  heads  requesting  a  "wish  list" 
which  is  used  to  establish  University  priorities.  No  formal  or 
standard  form  of  response  is  used.  The  "wish  list"  includes  only 
requests  for  additional  funds .  No  report  is  given  of  spending  at 
current  levels.  After  these  lists  are  reviewed  by  the  University 
Budget  Priority  Committee  and  the  Budget  Office,  the  latter  con- 
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solidates  last  year's  expenditures,  current  year's  appropriations  ■ 
and  requested  amounts  into  eight  categories  as  requested  by  the 
South  Carolina  State  Budget  and  Control  Board  (See  Figure  2-7). 

In  September,  the  Budget  Office  submits  a  copy  of  the  University 
budget  to  the  South  Carolina  State  Budget  and  Control  Board  and  the 
Commission  on  Higher  Education.   Both  of  these  groups  hold  separate 
sets  of  hearings  in  October  and  November.   In  January,  the  appropri- 
ations bill,  including  the  University  budget  request,  is  submitted  to 
the  State  Legislature.   In  April  or  May,  after  the  appropriations  bill 
is  passed,  the  University  begins  its  internal  budget  allocation 
procedure.   The  Budget  Office  gives  each  department  or  unit  a  bottom 
line  figure.   The  department  or  unit,  in  turn,  submits  a  statement 
concerning  how  the  funds  will  be  spent.   In  addition,  the  department 
or  unit  may  request  additional  funds  at  this  time  during  hearings 
that  are  held  by  the  Budget  Office.   On  July  1,  the  budget  monies 
are  allocated  internally. 

The  University  controls  expenditures  through  a  reporting  system 
with  several  levels  of  detail  from  a  monthly  report  for  each  department 
and  unit  showing  each  transaction  (expense)  that  occurred  during  the 
month  to  a  report  by  college  and  division  showing  allocated  versus 
expended  funds.   These  documents  are  the  primary  sources  in  determining 
the  budget  request  for  the  next  fiscal  year  in  addition  to  the  final 
budget  request  which  is  submitted  to  the  State  Budget  and  Control  Board 
and  State  Legislature.   The  latter  document  includes  the  University's 
budget  request  for  the  next  fiscal  year  as  well  as  a  narrative  of  its 
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Figure  2-7:  Eight  Categories  of  Expenditures  for  the  University 

1.  Instruction 

2 .  Research 

3.  Public  Service 

4 .  Academic  Support 

5.  Student  Services 

6.  Institutional  Support 

7.  Operation  and  Maintenance  of  Physical  Plant 

8.  Employee  Benefits 
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specific  funding  problems  and  recommendations. 

Data  Resource  Budgeting  in  the  University 

Data  resource  budgeting  within  the  University  is  currently 
done  in  the  incremental  mode.   Even  a  cursory  glance  over  the 
University's  Classification  Codes  (See  Appendix  C  of  this  Report) 
reveals  that  the  Intent  of  the  cost  reporting  system  is  aimed  at 
input-oriented,  tangible  resource  control.   In  addition,  if  one 
examines  the  manner  in  which  these  Codes  are  used  in  the  reporting 
system,  one  quickly  perceives  that  while  some  of  the  Code  cate- 
gories are  clearly  data  resource  related,  most  of  the  categories 
are  mixed,  that  is,  data  resource  expenditures  tend  to  be 
"absorbed"  into  the  more  general  categories  of  supplies,  personnel, 
and  equipment. 

What  then,  is  the  data  resource  budget  in  the  incremental 
mode? 

Figure  2-8  is  based  on  the  appropriated  state  funds  for 
Fiscal  Year  1975-76. ■'•^  The  data  is  derived  from  the  University's 
budget  request  to  the  State  Budget  and  Control  Board  for  the 
Fiscal  Year  1977-78.   Figure  2-8  indicates  the  seven  basic  categories 
in  which  the  University's  activities  are  divided.   For  each  of  these 
categories,  we  have  broken  down  the  direct  data  resource  expenditures 
for  the  University  into  six  groups  as  they  were  reported:   (1)  Tele- 
phone and  Telegraph,  (2)  Printing,  Binding,  and  Advertising, 
(3)  Supplies-Higher  Education,  (4)  Rents — Data  Processing  Equipment, 
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(5)  Library  Books,  and  (6)  Equipment-Higher  Education.  We  have 
totaled  the  six  code  categories  and  indicated  the  data  resource 
budget  as  it  is  reported  in  the  existing  budgetary  process. 

A  number  of  problems  with  this  data  resource  budget  in  the 
University  must  be  noted. 

First,  the  largest  item  in  the  University  budget  has  to  do 
with  personnel.   It  is  not  possible,  given  the  existing  aggregate 
figures,  to  detail  exactly  which  personnel  are  dedicated  to  infor- 
mation processing  and  which  are  not.   Figure  2-9  provides  estimates 
of  those  personnel  costs  which  can  be  considered  pure  information 
processing  and  those  which  fall  into  the  mixed  category.   In  the 
latter  instances,  it  is  not  possible  to  identify  individuals  whose 
tasks  are  completely  information  processing  in  character  and  those 
which  are  not.   One  could  argue  that  all  personnel  within  the 
University  should  be  included  in  the  data  resource  budget.   However, 
for  the  purposes  of  this  analysis,  such  a  level  of  aggregation 
would  not  be  very  useful  since  it  would  not  indicate  which  personnel 
and  how  many  are  doing  what. 

Second,  insurance  costs  for  data  processing  equipment  and  other 
data  resource  hardware  are  lumped  together  into  one  category.   One 
cannot  determine  the  data  resource  related  portion. 

Third,  the  categories  of  Supplies — Higher  Education  and 
Equipment — Higher  Education  are  not  completely  data  resource  related. 
However,  at  no  point  in  the  cost  reporting  system  is  it  possible  to 
identify  what  supplies  and  equipment  are  included  in  these  categories 
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Fieure  2-9:   Personnel 
Pure  Categories 


I.   Instruction 

A.)  Regular 
B.)  Medical 

II,   Research 

III.   Public  Service 

IV.  Academic  Support 
A.)  Libraries 


$  24,330.026 
163,034 

1,073,754 

23,101 

1,446,793 


Mixed  Categories 


IV.  Academic  Support 
B.)  Other 

V.   Student  Services 

VI.   Institutional  Support 


VII.  Operations  &  Maintenance 
of  Physical  Plant 


925,310 
1,798,849 
4,749,947 

4,248,373 


Pure  Categories; 

Mixed  Categories: 

Total  Personnel  Costs 
for  use  Main  Campus; 


$  27,036,708   (70%) 
$  11,722,479   (30%) 

$  39,309,663 
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and  what  are  not.   Physical  plant  and  maintenance  supplies  and 
equipment  are  not  separated  from  educational  and  data  resource  - 
related  supplies  and  equipment. 

The  input-oriented,  incremental  mode  of  data  resource 
budgeting  reveals,  therefore,  only  a  very  imprecise  and  imperfect 
picture  of  the  total  information  processing  and  data  resource 
expenditures  in  the  University.   In  the  next  section,  we  will 
suggest  and  discuss  various  modifications  and  changes  in  this 
incremental  mode  of  budgeting  which  could  help  to  reveal  more 
detail  and  precision  in  accounting  for  data  resources  in  the 
University. 

Data  Resource  Budgeting  in  the  Adjusted  Incremental  Mode 

Data  resource  budgeting  in  the  Adjusted  Incremental  Mode  is 
based  on  the  idea  that  with  some  modification  in  the  input-oriented 
approach  to  budgeting  we  can  get  a  better  picture  of  the  actual 
data  resource  budget  in  the  state  university  than  we  currently  have. 
In  this  section,  we  will  attempt  to  suggest  and  critically  discuss 
some  changes  that  could  take  place  in  the  University  cost  reporting 
system  and  in  its  classification  code  categories  that  might  lead  to 
improvements  in  this  area. 

One  of  the  most  important  areas  of  possible  change  has  to  do 
with  the  current  approach  to  aggregating  data  resource  costs. 
To  some  extent,  the  University  has  little  control  over  how  its 
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budget  costs  are  to  be  aggregated  since  it  is  responding  to  the 
informtion  demands  and  needs  of  the  State  Budget  and  Control  Board 
and  State  Legislature.-'-^  While  in  the  past  the  University  has  been 
treated  as  a  lump-sum  agency,  increasingly  both  the  State  Budget 
and  Control  Board  and  the  legislature  are  requesting  more  levels 
of  detail  from  the  University.   Thus,  the  University  must  conform 
to  such  requests  and  structure  its  reporting  systems  accordingly. 

However,  it  is  also  clear  that  within  the  context  of  the 
current  cost  reporting  system  some  changes  are  possible.   Instead 
of  aggregating  the  costs  of  telephone  and  telegraph,  printing, 
binding  and  advertising,  or  data  processing  equipment  and  rents 
by  the  seven  functional  categories,  a  specific  assessment  of  these 

costs  by  unit  and  department  could  generate  expenditure  figures 

18 
which  would  establish  levels  of  relative  use  of  these  resources.-^ 

A  second  area  of  possible  change  in  the  incremental  mode  of 
budgeting  would  focus  on  revising  the  code  categories  that  the 
University  uses  to  separate  expenditures  on  personnel,  insurance, 
supplies,  equipment,  rents  and  services  that  are  directly  related 
to  data  resources  and  information  processing  from  those  that  are 
not.   Separate  categories  might  be  devised  for  data  resource 
equipment,  insurance,  personnel  and  supplies  so  that  one  could 
assess  which  funds  were  dedicated  to  data  resources  and  which 
were  not. 

A  third  significant  are  of  possible  change  might  be  to  re- 
analyze the  data  captured  in  the  existing  cost  reporting  system 
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20 
in  various  ways.    The  aim  here  would  be  to  maximize  the 

value  of  the  information  about  data  resource  expenditures 
currently  in  the  information  system  but  which  is  not  now  dis- 
played explicitly. 

In  Figure  2-10,  we  have  attempted  to  do  just  that.   Instead 
of  breaking  out  the  data  resource  budget  by  classification  code 
categories,  we  have  identified  those  units  within  the  University 
at  various  levels  which  have  as  their  primary  tasks  the  collection, 
maintenance,  and  dissemination  of  information.   Thus,  we  have 
been  able  to  estimate  that  the  data  resource  budget  by  structure 

and  function  was  about  70%  of  the  total  main  campus  University 

2 1 
budget  for  Fiscal  Year  1975/76.    By  aggregating  costs  in  this 

way,  we  can  avoid  the  problem  of  assessing  what  proportion  of  a 

unit's  or  division's  activities  is  data  resource-related  and  what 

is  not.   In  this  instance,  we  have  assumed  that  the  budget  of 

the  division  or  unit  which  has,  as  its  primary  task,  the  handling 

or  transmittal  of  information  is  completely  data  resource-related. 

While  such  an  approach  is  admittedly  crude,  it,  nevertheless, 

provides  a  general  guide  to  the  distribution  and  nature  of  data 

resources  in  the  University. 

A  second  way  of  using  the  existing  data  in  the  cost  reporting 

system  to  identify  data  resource  expenditures  is  to  focus  on  the 

major  information  resource  modes  or  media  that  are  used  in  the 

University  and  to  identify  the  expenditures  for  each.   Figure  2-11 

details  the  11  major  modes  or  media  of  communication  aiid  information 
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Figure  2-10:  Data  Resource  Budget  by  Structure/Function 

FY  1975/76 
(State  Appropriated  Funds) 

A.)  At  the  General  University  Level 

1.)  Division  of  Learning  Resources  $  3,473,901 

2,)  Office  of  Instruction  Including  All 

Colleges  and  Schools  26,244,028 

3,)  Division  of  Continuitig  Education  1,171,795 

B.)  At  the  Vice-Presidential  or  Division 
Level 

1.)  Operations 

a.)  Computer  Services  Center  3,452,905 

2.)  Administrative  Services 

a.)  Educational  Registration 

and  Records  631,841 

b.)  Information  Services  267,892 

c.)  Budgeting  137,000 

d.)  Accounting  319,355 

3.)  Student  Affairs 

a.)  Counseling  &  Human  Development  215,889 

b.)  Career  Planning  &  Placement  62,585 

4.)  Research 

a.)  Office  of  Research  143,462 

b.)  Office  of  Vice-President  for 

Research  26,148 
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Data  Resource  Budget  by  Structure/Function  (cont) 

C.)  At  the  Unit  Level 

1,)  Auxiliary  Services 

a.)  Mail  and  Messenger 

b.)  Printing 
2.)  Public  Safety.  Security  and  Communications 

a.)  Telecommunications  Division 
3.)  Personnel  and  Statistical  Reporting 

Sub-Totals  Level  A 

Level  B 

Level  C 
TOTALS 


Total  use  Main  Campus  Budget  $  53,433,358 

Data  Resource  Budget  by  Structure/Function  =  70%  of 
use  Main  Campus  Budget  for  FY  1975-1976 


$ 

147. 

240 

56, 

,982 

547, 

,481 

369 

284 

$  30,889, 

,724. 

5,257, 

,077 

1.120 

,987 

$ 

37,267 

,788 
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Figure  2-11:  Modes  of  Communication/ Information  ProcesBlng 

1.)  Telephone  and  Telegraph 
2.)  Duplicating 
3.)  Printing 
A.)  Audio /Visual 

5.)  Word  Processing/Correspondence  Production 
6.)  Advertising/Publicity 
7 . )  Data  Processing — Computer 
8.)  Data  Processing — Manual 
9 . )  Documents—Books/Periodicals/Reports 
10.)  Mail/Messenger 
11.)  Microfilming 
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processing  in  the  University.   With  regard  to  each  mode,  we  have 
attempted  in  Figure  2-12  to  indicate  how  the  current  cost  reporting 
system  picks  up  expenditures  related  to  each.   It  is  clear  from 
this  presentation  that  only  six  of  the  modes  are  directly  accounted 
for  in  the  cost  reporting  system.   Even  in  this  case,  Printing/ 
Binding  and  Advertising/Publicity  are  considered  as  one  code  in 
the  existing  cost  reporting  system.   Nevertheless,  one  could  still 
argue  that  these  activities  are  directly  accounted  for  in  the 
existing  system.   What  is  more  interesting,  however,  is  the  fact 
that  five  of  the  modes  are  not  directly  accounted  for  in  the 
existing  system,  but  rather,  are  included  in  the  broader  code 
categories  covering  equipment,  supplies  and  rentals.   In  these 
cases,  it  is  not  possible  to  account  for  expenditures  related 
to  the  five  modes  without  undertaking  specific  use  and  cost 
surveys  throughout  the  institution. 

A  third  way  of  identifying  data  resource  costs  using  the 
existing  data  base  might  be  to  define  the  expenditures  for  major 
information  processing  activities  by  the  various  mission  areas  of 
the  University.   In  Figure  2-13,  we  have  listed  the  costs  of  the 
major  information  processing  activities  by  three  basic  areas  of 

responsibility  within  the  University:   (1)  Education,  (2)  Research 

22 
and  (3)  Internal  Management.    In  each  case,  we  have  identified 

those  units  or  divisions  which  have  as  their  principal  task  infor- 
mation processing  or  communications.   Not  surprisingly,  the  largest 
data  resource  expenditures  arise  in  the  mission  areas  of  education 


492,145 
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Figure  2-12:  Data  Resource  Budget  by  Modes  of 

Connnunlcatlon/lnformatlon  Processing 
FY75/76  (use  Main  Campus) 

Directly  Accounted  For: 

1.)  Telephone/Telegraph  $  1,246,613 

2.)  Printing/Binding 

3.)  Advertising/Publicity 

4.)  Data  Processing  -  Computers       3,452,905 

5.)  Mall /Messenger  147,240 

6.)  Documents  (Books)  1,234,266 

Indirectly  Accounted  For: 
7.)  Duplicating 
8,)  Microfilming 

9.)  Word  Processing/Correspondence 
10.)  Audio-Visual 
11.)  Data  Processing  (Manual 

Included  in  Classification  Code  Categories  covering; 
Educational  Equipment     //  56006 
Educational  Supplies      #  53002 
Office  Equipment         //  56005 
Office  Supplies  //  53001 

Non-DP  Rentals  //  54013 
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Figure  2-13:  Data  Resource  Budget  by  Mission  Area 
FY  1975/1976 
(State  Appropriated  Funds) 

1.)  Education 

a.)  Office  of  Instruction  Including  all 

Colleges  and  Schools  $  25,259,374 

b.)  Division  of  Learning  Resources  3,473,901 

c.)  Division  of  Continuing  Education  1,171,795 

d.)  Student  Affairs 

1.)  Counseling  &  Human  Development  215,889 

2.)  Career  Planning  &  Placement  62,585 

$  30,183,544 

2.)  Research 

a.)  Research  Institutes/Facilities  984,654 

b.)  Vice-President  for  Research  26,148 

c.)  Office  of  Research  129,359 

d.)  Institutional  Research  ^^^.^^03 

$  1,154,264 

3.)  Internal  Management 

a.)  Operations 

1.)  Computer  Services  Center  3,452,905 

b.)  Administrative  Services 

1.)  Educational  Registration  & 

Records  631,841 

2.)  Information  Services  267,892 

3.)  Budgeting  137,000 

4.)  Accounting  319,355 
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Data  Resource  Budget  by  Mission  Area  (cont . ) 

3,)  Internal  Management  (cont) 

c)  Auxiliary  Services 

1,)  Mail  and  Messenger  147,240 

2.)  Printing  56,982 

d,)  Public  Safety,  Security,  & 
Connnunications 

1,)  Telecommunications  Division  547,481 

e.)  Personnel  &  Statistical  Reporting  369,284 

$  5,929,980 

Education  30, 183 > 544 

Research  1,154,264 

Internal  Management  5.929,980 

Total  $37,267,788 
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and  internal  management.   In  this  figure,  the  total  reported 
expenditures  in  the  area  of  research  are  misleading  since  this 
figure  does  not  include  federal  funding  for  research  grants,  and,  in 
addition,  does  not  reveal  that  proportion  of  professional  staff 
activity  devoted  to  research  rather  than  education.   It  is  clear 
that  any  precise  assessment  of  the  expenditures  related  to 
research  and  education  must  account  for  the  allocation  of  time 
and  effort  by  the  professional  staff  for  each  of  these  activities. 
Only  on  this  basis  could  a  specific  estimate  of  expenditures  in 
these  areas  be  properly  adjusted  to  reflect  actual  costs. 

A  fourth  approach  to  the  manipulation  of  the  existing  cost 
reporting  system  is  reflected  in  Figure  2-14.   In  this  case,  we 
requested  a  special  report  form  the  University  Personnel  Services 
Office  which  detailed  all  the  classified  and  unclassified  position 
titles  and  the  total  expenditures  for  each  position  for  Fiscal 
Year  1975/1976.   By  aggregating  the  326  position  classifications 
Into  the  fifteen  basic  categories  listed  in  Figure  2-14,  it  is 
possible  to  provide  an  interesting  picture  of  personnel  costs 
related  to  data  resource  budgeting.   In  this  instance,  we  divided 
data  resource  related  personnel  costs  into  three  basic  categories. 
Those  position  classifications  whose  primary  responsibilities  are 
related  to  information  processing  we  termed  "Pure  Information 
Related".   Those  position  classifications  which  involve  a  good  deal 
of  information  processing,  but  whose  primary  responsibilities  are 
something  else,  we  called  "Mixed".   And,  finally,  those  position 
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classifications  which  involve  little  or  no  information  processing, 
we  labled,  "Non-Information  Related".   By  aggregating  the  position 
classifications  into  these  basic  categories,  it  is  possible  to  provide 
a  unique  picture  of  data  resource  related  expenditures.   Not 
surprisingly,  only  14%  of  the  costs  fall  into  the  "Non-Information 
Related"  category.   The  primary  job  classifications  in  this  category 
relate  to  custodial  workers,  groundskeepers ,  trade  workers,  and 
physical  maintenance  functions.   In  the  "Mixed"  category,  the 
primary  categories  relate  to  those  position  classifications  having 
to  do  with  mid  or  top  level  management  and  administration  whose 
primary  substantive  responsibilities  are  highly  dependent  on 
Information  processing.   This  second  category  accounts  for  16%  of 
data  resource  related  personnel  costs.   Finally,  there  is  the  category 
of  "Pure  Information  Related"  costs  which  included  all  the  position 
classifications  whose  main  responsibilities  involve  some  forms  of 
Information  collection,  maintenance  or  dissemination.   The  largest 
items  in  this  category  are,  of  course,  the  Education/Training  and 
Research  categories  which  account  for  73%  of  the  Pure  Information 
Related  Personnel  costs.   Routine  administration,  in  the  form  of 
total  allocations  for  clerks  and  secretaries,  and  data  processing 
account  for  15%  and  5%,  respectively,  of  the  Pure  Information 
Related  category. 

These  four  alternative  ways  of  manipulating  the  data  resource 
related  data  in  the  cost  reporting  system  of  the  University  suggests 
that,  while  the  adjusted  incremental  mode  of  data  resource  budgeting 
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can  lead  to  more  definite  information  and  control  over  data 
resources,  it  is,  nevertheless,  a  significantly  constrained 
approach.   First,  as  we  suggested  earlier,  a  major  constraint, 
arises  from  the  input-oriented  bias  of  this  approach.   The  incre- 
mental  approach  is  primarily  a  fiscal  score-card  mode  of 
management  which  reveals  very  little  concerning  the  relationship 
between  information  collection,  use  and  value.   In  addition, 
the  incremental  mode  of  data  resource  budgeting  is  not  very  useful 
as  a  planning  aid  since  its  focus  is  almost  entirely  on  what  is  or 
has  been  done  and  not  on  the  relationship  between  past  performance 
and  future  needs  and  requirements. 

Applying  the  Output-Oriented  Modes 

An  alternative  mode  of  data  resource  budgeting  might  focus 
on  the  output-oriented  rather  than  the  input-oriented  approach. 
What,  then,  would  be  the  feasibility  of  using  the  comprehensive  or 
value/use  modes  of  output-oriented  data  resource  budgeting  in  the 
University? 

As  we  noted  earlier,  data  resource  budgeting  in  the  compre- 
hensive mode  involves  a  conscious  systemmatic  attempt  to  link  organ- 
izational and  sub-unit  objectives  to  decision-making  and  information 
needs  and  requirements.   Applying  this  mode  of  data  resource  budgeting 
to  the  University  would  entail  initiating  a  process  by  which  (1)  the 
basic  organizational  and  unit  or  department  objectives  and  goals  in 
the  areas  of  education,  research  and  public  service  would  be  spe- 
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ciflcally  defined,  (2)  the  key  forms  of  decision-making  and  analysis 
necessary  to  reach  these  objectives  would  be  identified,  (3)  on  the 
basis  of  (1)  and  (2),  the  specific  information  needs  of  organizational 
members  and  administrators  for  decision-making  would  be  articulated, 
(4)  alternative  ways  of  meeting  these  needs  would  be  suggested  and 
assessed,  and,  finally,  (5)  the  choice  of  the  best  alternatives 
in  meeting  those  information  needs  would  be  chosen.   By  following 
such  an  approach,  the  University  would  have  a  clear  plan  for  action 
in  the  data  resource  area  which  would  be  directly  related  to  organ- 
izational and  sub-unit  goals  and  objectives  and  decision-making 
needs . 

However,  as  we  suggested  earlier,  while  the  promise  of  such 
an  approach  is  theoretically  very  high,  so  also  are  the  problems 
it  would  pose  for  the  University  in  the  process  of  its  adoption 
and  implementation. 

The  first  problem  that  such  an  approach  raises  has  to  do  with 
the  need  to  define  organizational  and  sub-unit  or  program  objectives 
clearly  and  precisely.   It  is  clear  that  the  mission  of  a  state 
university  in  education,  research  and  public  service  is,  by  its 
nature,  developmental  and  open-ended.   The  task  of  defining  these 
three  aspects  of  its  mission  more  precisely  would  be  difficult  for 
two  reasons.   First,  even  if  precise  definitions  are  possible,  it 
would  be  difficult  to  pinpoint  decision-making  and  information  needs 
to  support  them.   Second,  unless  specific  definitions  of  these  objectives 
are  simply  imposed  by  the  leadership  of  the  Universtiy,  the  task  of 
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reaching  some  consensus  among  faculty  and  then  between  faculty  and 
the  top  administrators  is  likely  to  be  quite  difficult. 

A  second  problem  has  to  do  with  the  costly  nature  of  the 
change  process  within  the  University  if  it  were  to  decide  to  move  to 
the  comprehensive  mode.   Given  the  incremental  nature  of  the  current 
budgeting  and  planning  process,  a  switchover  to  the  comprehensive 
mode  would  demand  not  only  a  change  in  decision -making  style  from 
an  input-oriented  to  output-oriented  mode,  but  would  also  demand 
changes  in  reporting  systems  which  would  support  the  new  mode  of 
decision-making. 

A  third  problem  which  the  comprehensive  mode  would  raise  in  the 
University  has  to  do  with  its  integrationist  character.   That  is, 
the  comprehensive  mode  by  its  nature  demands  increased  centralization 
of  decision-making  authority  and  control.   The  latter  runs  into 
direct  conflict  with  the  collegial,  de-centralized  governing  structure 
of  the  University.   A  move  to  the  comprehensive  mode  of  data  resource 
budgeting  would,  it  not  immediately,  then  at  least  over  time,  shift 
control  over  data  resources  from  the  department  and  unit  level  into 
the  central  administrative  offices  of  the  University. 

Finally,  the  adoption  of  the  comprehensive  mode  would  necessitate 
over  time  a  change  to  Zero-Base  Budgeting  or  a  program-oriented  approach 
to  controlling  the  University's  other  resources.   Otherwise,  two 
separate  reporting  and  decision-making  systems  for  budgeting  would 
have  to  be  established:   one  for  the  data  resources  and  the  other 
for  all  other  resources.   Clearly,  then,  the  comprehensive  mode  of 
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budget iig  the  data  resource,  if  it  is  to  succeed  at ^aH  ,  must  be 
tied  to  a  program-oriented  or  ZBB  budgeting  process. 

For  a  variety  of  reasons,  it  would  apprear  that  the  comprehensive 
approach  is  incompatible  with  the  political  and  organizational 
environment  of  the  University  of  South  Carolina  at  this  time.   Thus, 
the  comprehensive  mode  of  data  resource  budgeting  is  unlikely  to  be 
adopted  by  the  University  in  the  near  future. 

What,  then,  is  the  feasibiltiy  of  adopting  the  value/use  mode 
of  data  resource  budgeting?   Is  the  adjusted  incremental  approach, 
despite  its  problems,  the  only  alternative,  or  does  the  value/use 
approach  offer  a  viable  option? 

At  the  heart  of  the  value/use  approach  is  the  concern  with 
relating  information  collected  and  used  in  an  organization  with  its 
value  for  decision-making  and  analysis.   In  contrast  to  the  compre- 
hensive mode,  there  is  no  need  for  a  total  picture  of  the  organization's 
objectives,  decision-making  process  and  information  needs  before  one 
can  begin  developing  a  data  resource  management  approach.  Neither 
is  there  a  need  for  integration  and  centralization  of  authority  over 
data  resource  planning  and  control  in  the  organization  in  order  to 
facilitate  change  in  this  area.  As  we  noted  earlier,  the  value/use 
mode  relies  on  a  concept  of  coordinated  data  resource  management 
which  can  work  within  a  de-centralized  decision-making  structure. 
The  focus  here  is  on  the  need  for  developing  a  learning  process 
which  begins  with  an  assessment  of  how  data  resources  are  currently 
being  used  and  what  they  cost  and  moves,  on  a  gradual  basis,  to  the 
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problem  of  developing  acceptable  policies  and  procedures  to  manage 
those  resources  more  effectively  and  efficiently. 

At  the  center,  therefore,  of  the  value/use  approach  is  a  de- 
liberate process  of  inquiry  and  communication  concerning  what 
information  is  collected  and  used  and  what  its  value  is  for  organi- 
zational members  in  their  decision-making  and  analytical  tasks.   Such 
an  approach  aims  at  closing  the  gaps  between  information  use,  col- 
lection and  value  within  the  organization  by  initiating  a  process  of 
conscious  assessment  and  management  of  data  resources. 

In  terms  of  implementation,  the  value/use  approach  can  be  phased 
in  to  the  activities  of  a  large  organization  beginning,  for  example, 
with  key  information  intensive  functions  or  problem  areas  and  moving 
to  other  activities  which  appear  less  problematic.   In  the  context 
of  the  University,  information  value  might  be  defined  in  terms  of 
five  key  areas: 

-research 
-education 
-public  service 
-internal  management 

-state/federal  reporting  requirements. 
In  each  of  these  areas,  one  might  employ  the  methodology  of  the  value/ 
use  approach  to  inventory  and  assess  the  existing  data  resource  uses, 
costs,  and  practices  and  begin  developing  a  coordinated  data  resource 
approach.  In  this  way,  the  University  could  phase  in  the  use  of  this 
approach  by  starting  with  the  most  intensive  data  resource  areas  such 
as  internal  management  and  state/federal  reporting  requirements 
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and  moving  to  the  areas  of  education,  research  and  public  service 
at  a  later  time. 

Such  a  phased  approach  would  permit  a  long-term  change  process 
to  be  initiated  on  a  gradual,  step-by-step  basis  which  would  minimize 
the  cost  of  change  to  the  organization  yet  permit  over  time  the 
development  of  a  coordinated  information  resource  management  approach 
on  a  university-wide  basis.   In  doing  so,  the  University  would  be 
provided  with  information  not  only  about  the  costs  of  data  resources 
but  also  about  the  link  between  data  resource  costs,  uses  and  their 
value  to  members  of  the  organization. 

D.   Summary  and  Conclusions: 

It  is  clear  from  our  presentation  that  there  are  no  easy  or 
obvious  answers  to  the  problems  of  budgeting  data  resources  in  a 
large  Institution  like  the  University  of  South  Carolina.   Our 
review  of  how  the  University  currently  budgets  these  resources 
has  indicated,  however,  a  definite  need  to  move  away  from  a 
strictly  Incremental  mode  of  accounting  for  these  resources. 
The  latter  mode  of  data  resource  budgeting  is  only  a  crude  indi- 
cator of  the  true  cost  of  data  resources  in  the  University  and  their 
use  and  value  to  organizational  membera  In  a  period  of  increasingly 
restricted  revenue,  the  University  can  ill-afford  a  continuation  of 
the  current  mode  of  data  resource  management  which  falls  to  account 
directly  for  the  uses  of  data  resources  and  their  actual  cost. 

However,  on  the  basis  of  our  review  of  various  modes  of  data 
resource  management,  we  cannot  at  this  time  recommend  a  complete 
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and  definite  course  of  action.   In  part,  this  is  due  to  the  fact 
that  the  feasibility  and  utility  of  any  recommendations  are  a 
function  both  of  the  willingness  of  the  University  to  alter  its 
existing  budgetary  procedures  and  of  the  discretion  which  the  State 
Legislature  would  extend  the  University  to  make  such  changes.   In 
addition,  such  a  recommendation  is  highly  dependent  on  an  adequate 
fund  of  principles  and  techniques  to  assess  clearly  the  uses  of 
data  resources,  to  evaluate  their  costs  and  to  relate  both  to  their 
value  for  the  institution  and  its  members.   Clearly,  we  are  not  at 
a  point  when  such  principles  and  techniques  are  readily  definable 
and  employable. 

In  the  course  of  this  study,  we  have  identified  at  least  two 
feasible  alternative  lines  of  action  that  the  University  could 
choose  to  follow.   Both  the  adjusted  incremental  mode  and  the 
value/use  modes  offer  definite  payoffs  if  one  or  the  other  is  chosen. 
Our  own  preference  focuses  on  the  value/use  approach  primarily  because 
such  an  approach  emphasizes  the  key  relationship  between  information 
use  and  value  which,  as  we  noted  in  Section  I,  is  at  the  heart  of 
our  information  management  concept.   In  addition,  as  we  suggested 
earlier,  the  value/use  approach  can  incorporate  as  part  of  Its 
methodology  an  adjusted  incremental  approach;  however,  it  moves 
beyond  such  a  limited  focus  by  shifting  attention  from  inputs  alone 
to  outputs  and  from  information  efficiency  to  information  ef- 
fectiveness.    Just  as  the  federal  government,  in  recent  years,  has 
found  the  need  to  retain  a  blend  of  input-oriented  and  output-oriented 
approaches  to  budgeting,  we  would  suggest  that  both  the  adjusted 
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incremental  and  value/use  approaches  are  needed.   However,  we  would 
suggest  a  clear  shift  in  emphasis  from  the  former  to  the  latter. 
While,  therefore,  we  would  urge  that  continued  attention  be 
given  to  the  feasibility  of  budgeting  the  data  resources,  we  would 
also  caution  against  a  hasty  move  in  this  direction.   This  latter 
concern  arises  from  the  admittedly  experimental  nature  of  data 
resource  budgeting  at  this  time  and  the  need  for  further  research 
into  its  principles,  techniques  and  probable  consequences  for 
organizations  such  as  the  University  of  South  Carolina.   In  this 
regard,  the  University  represents  a  particularly  appropriate  test- 
bed  for  such  an  approach  since  it  is  possible  for  administrators  and 
researchers  to  work  closely  in  their  efforts  to  evolve  a  usable  and 
useful  approach  to  data  resource  budgeting  and  management  which  is 
sensitive  to  the  structure,  traditions  and  basic  missions  of  the 
institution. 


1010 


Footnotes 


^Woody  Horton,  Jr.,  "Budgeting  the  Data  and  Information  Resource", 
Journal  of  Systems  Management  (Feb.,  1977),  p.  12. 

^Ibid.,  p.  13. 

^Public  Administration  Review,  Vol.  19,  pp.  79-88  (Spring,  1959). 

^See  Aaron  Wildavsky,  The  Politics  of  the  Budgetary  Process 
(Little,  Brown  and  Co.,  Boston,  1974),  pp.  6-126. 

^See,  for  example,  Samuel  M.  Greenhouse,  "PPBS:  Rationale, 
Language,  and  Idea-Relationships",  Public  Administration  Review, 
Vol.  26  (Dec,  1966),  pp.  271-277;  Roland  N.  McKean,  Efficiency  in 
Government  Through  Systems  Analysis  (John  Wiley  and  Sons,  Inc. ,  1958)  ; 
and  Peter  A.  Pyrr,  "The  Zero-Base  Approach  to  Government  Budgeting  , 
Public  Administration  Review,  Vo.  37,  pp.  1-8  (Jan. /Feb.  1977). 

For  the  use  of  the  output-oriented  approach  in  information  systems 

design,  see  Jan  Forrester  Industrial  Dynamics  (MIT  Press,  Cambridge, 
1961);  Kenneth  L.  Kraemer  et  al. ,  Integrated  Municipal  Information 
Systems  (Praeger,  New  York,  1974);  and  Pual  Siegel,  Strategic  Planning 
of  Management  Information  Systems  (Petrocelli  Books,  New  York,  1975). 

^Herbert  Simon  et  al,  "Management  Use  of  Figures"  in  Public 
Budgeting  and  Finance,  edited  by  R.  T.  Golembiewski  (R.  E.  Peacock 
Publishers,  Itasca,  111.,  1968),  pp.  15-16. 

^ James  T.  Bonnen,  "The  Absence  of  Knowledge  of  Distributional 
Impacts:   An  Obstacle  to  Effective  Policy  Analysis  and  Decisions"  in 
Public  Expenditures  and  Policy  Analysis,  edited  by  R.  H.  Haveman  and 
J.  Margolis  (Markham  Publishing  Co.,  Chicago,  111.  1970),  pp.  246-270. 

^See  Gerald  Calderone,  "Toward  Measures  of  Information  Efficiency 
and  Effectiveness",  (Unpublished  Staff  Paper,  Commission  on  Federal 
Paperwork) . 

^See  Aaron  Wildavsky,  "The  Political  Economy  of  Efficiency", 
Public  Administration  Review,  Vol.26  (Dec.  1966),  pp.  292-310. 

10  Aaron  Wildavsky,  "The  Budgetary  Process  Reconsidered"  in  The 
Administrative  Process  and  Democratic  Theory,  edited  by  Louis  C. 
Gawthrop  (Houghton  Mifflin  Co.,  Boston,  1970),  pp.  219-220. 

■'■■''See  Adrian  M.  McDonough,  Information  Economics  and  Management 
Systems  (McGraw-Hill,  New  York,  1963),  pp.  7-18. 

^^Forest  W.  Horton,  Jr.,  How  to  Harness  Information  Resources: 
A  Systems  Approach  (Association  for  Systems  Management,  Cleveland, 
1974),  pp.  9-10. 


1011 


1  •> 

■'McDonough,   Op.Clt.  .   p.    77. 

■•^^The  methodology  of   the  value/use  mode   is  adopted   from  Horton, 
Op.Clt. ,    pp.    69-124. 

^^See  McDonough,   Op.Clt.,   pp.    259-277. 

All  budget  figures  used  in  this  section  of  the  Report  are 
derived  from  Fiscal  Year  1975-76  which  is  the  last  complete  reporting 
period. 

Each  year  the  State  Budget  and  Control  Board  issues  a  Budget 
Preparation  Manual  to  all  agencies  in  the  state.   The  Manual  defines 
in  great  detail  how  the  agencies  are  to  present  their  budget  requests 
for  the  next  fiscal  year.   It  also  defines  all  Budget  Code  categories 
to  be  used  in  reporting  expenditures. 

In  effect,  such  information  is  already  provided  in  the  current 
monthly  expenditure  reports  that  are  made  available  to  each  unit  and 
department  in  the  University.   The  difficulty  arises  with  accessing 
this  information  in  aggregate  form.   A  special  computer  program  must 
be  written  for  any  special  report  that  is  requested.   In  this  instance, 
the  information  is  available  in  five  very  large  volumes  of  computer 
printouts  for  each  unit  and  department.   Aggregating  this  information 
and  comparing  data  resource  costs  among  various  units  and  departments 
would  demand  a  large  investment  in  research  time. 

Thus,  one  constraint  on  the  capability  to  use  the  existing  cost 
reporting  system  is  its  lack  of  flexibility  in  being  able  to  be  easily 
manipulated  and  used  to  generate  new  reports. 

19 

The  main  difficulty  with  revising  the  existing  Budget  Codes 

is  the  fact  that  they  are,  to  a  great  extent,  externally  mandated  by 

the  State  Budget  and  Control  Board.   The  University  must  be  ready  to 

bear  certain  conversion  costs  for  any  redefinition  of  Code  Categories 

that  do  not  meet  with  the  approval  of  the  State  Budget  and  Control 

Board. 

^^The  data  in  Figures  2-10,  2-12,  and  2-13  has  been  derived  from 
a  detailed  review  of  the  monthly  expenditure  reports  for  all  accounts 
in  the  University  ending  June  30,  1976. 
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'^One  mission  area  of  the  University  which  is  not  included  in 

Figure  2-13  is  Public  Service.   In  its  formal  budget  request  report 
the  University  defines  this  mission  as  providing  "non- instructional 
service  beneficial  to  groups  external  to  the  institution".   Within 
its  cost  reporting  system,  the  University  makes  no  attempt  to  pro- 
rate faculty  and  staff  for  public  service  activities.   TVicrefore, 
while  various  research  institutes  and  individual  staff  and  faculty 
do  engage  in  public  service  work  within  the  University,  this  mission 
area  is  not  specifically  detailed.   For  example,  in  the  budget  request 
report  for  Fiscal  Year  1977-78,  the  Public  Service  category  included 
support  for  the  Myrtle  Beach  Drama  program  and  S.C.  Repertory 
Company.   Clearly,  this  is  a  mission  area  which  could  be  detailed  a 
good  deal  more! 
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See  Forest  W.  Horton,  Jr.,  "Recycling  Information  and  Zero-Base 

Budgeting",  Journal  of  Systems  Management,  pp.  36-37  (May  1977). 
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III  THE  SCOPE  AND  BURDEN  OF  EXTERNAL  REPORTING  REQUIREMENTS 

A.   Introduction — A  Statement  of  the  Problem. 

There  is  a  growing  realization  among  college  and  university  ad- 
ministrators that  the  burden  of  meeting  the  reporting  requirements 
placed  upon  them  by  the  federal  and  state  governments  has  long 
since  become  nontrlvial.   In  fact,  these  procedures  have  come  to 
have  substantial  impact  on  Institutions  of  higher  education  both 
directly  in  terms  of  the  dollar  cost  of  meeting  the  requirements 
as  well  as  indirectly  in  terms  of  the  effect  the  requirements  have  on 
the  management  and  administration  of  the  institution. 

Generally,  administrators  agree  that  federally-funded  programs 
are  beneficial  to  institutions  and  to  their  students  and  that  the 
government  has  a  responsibility  to  monitor  the  administration  of 
grants  and  contracts  to  insure  fiscal  accountability.   Similarly, 
in  the  area  of  social  programs,  administrators  in  institutions  of 
higher  education  recognize  the  underlying  need  for,  and  are  basically 
in  accord  with,  the  objectives  of  the  various  programs  to  achieve 
national  goals  for  social  progress. 

The  issues  which  have  arisen  over  the  paperwork  burden  emanate 
not  from  ungrateful  and  recalcitrant  administrators.  Rather,  it  is 
evident  that  these  plaintiffs  are  educators  who,  on  the  one  hand,  feel 
a  growing  sense  of  frustration  over  the  proliferation  of  what  appear 
to  be  needless  regulations  and  compliance  requirements  and  who,  on  the 
other  hand,  share  a  serious  concern  that  the  costs  of  meeting  the 
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reporting  requirements  are  imparing  their  institution's  ability  to 
fulfill  its  primary  responsibility  to  meet  the  educational  needs  of 
the  community. 

Administrators  are  aware  of  and  encouraged  by  the  growing 
sensitivity  to  this  problem  which  federal  and  state  governments  are 
demonstrating  in  several  ways.   Evidence  of  this  concern  comes  from 
the  various  reports  documenting  recent  efforts  to  study  and  assess 
the  scope  of  the  reporting  requirement  burden  which  apply  to  institutions 
of  higher  education.   In  addition,  here  in  South  Carolina,  both  the 
executive  and  legislative  branches  of  government  have  suggested  that 
the  streaniining  and  coordination  of  information  processing  within  and 
between  state  agencies  should  be  a  major  element  in  increasing  the 
efficiency  as  well  as  the  accountability  of  governmental  agencies  and 
programs.   Finally,  President  Carter  has  given  increased  visibility 
to  this  issue  and  in  a  recent  meeting  with  a  delegation  of  college  and 
university  leaders,  he  acknowledged  the  problems  caused  by  excessive 
paperwork  and  pledged  the  efforts  of  his  administration  to  ease  the 
burden  imposed  upon  them  by  the  federal  government.   Further,  the 
President  asked  the  educators  for  their  initiatives  on  how  to  reduce 
the  reporting  requirements  burden  in  higher  education. 

This  request  is  not  likely,  however,  to  elicit  a  comprehensive 
set  of  proposals  spanning  the  broad  range  of  higher  education  institu- 
tions in  this  country  for  two  reasons: 

(1)  The  lack  of  a  concensus  regarding  the  appropriate 
methodology  for  determing  the  costs  of  paperwork 
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in  the  academic  institutional  setting,  and 
(2)  the  failure,  thus  far,  to  develop  an  analytic  framework 

which  would  enable  both  requesting  and  responding  agencies 

to  assess  the  impact  of  reporting  requirements  taken 

individually  and  as  a  group. 
The  major  purpose  of  this  study  is  to  assess  the  impact  on  a 
typical  state  university  of  reporting  requirements  from  all  governmental 
sources,  i.e.  federal,  state,  and  local,  and  to  place  these  requirements 
into  a  framework  which  permits  closer  analysis  of  the  requirements  by 
functional  area.   In  the  previous  section  of  this  Report  the  cost 
dimension  of  this  problem  was  addressed  by  exploring  the  various 
approaches  to  budgeting  the  information  resource.   In  this  section 
of  the  report,  we  will  take  up  the  matter  of  the  "analytic  framework" 
relevant  to  assessing  external  reporting  requirments.   By  reviewing 
past  efforts  in  this  area  we  will  attempt  to  identify  the  key  factors 
involved  in  generating  and  responding  to  reporting  requirements.  We 
will  then  utilize  these  factors  to  construct  a  comprehensive  framework 
for  identifying  all  reporting  requirements  which  apply  to  a  state 
university.   This  framework  will  be  applied  to  the  University  of 
South  Carolina  as  a  case  study,  and  a  preliminary  assessment  will  be 
made  of  the  framework's  utility  for  identifying  requirements  and 
for  assessing  the  burden  of  their  impact  on  the  institution. 

B.  Review  of  Past  Efforts 

Past  efforts  to  assess  reporting  requirements  have  focused  on 
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several  major  characteristics  of  the  problem:   unnecessary  reports, 
duplicative  reports,  unstandardized  data  elements,  and  inadequate 
procedures  for  compliance  on  the  part  of  the  responding  agency.  The 
previous  reports  have  shown  that  these  difficulties  are  complicated 
not  only  by  the  variations  in  the  types  of  reporting  requirements 
but  also  by  the  multiplicity  of  governemtnal  sources  generating  re- 
porting requiements.   For  example,  a  state  university,  like  the 
University  of  South  Carolina,  must  currently  respond  to  requirements 
from  four  separate  governmental  sources:   federal,  federal/state,  state, 
and  local  agencies  of  government.   In  the  following  paragraphs  we  will 
review  the  major  studies  of  reporting  requirements  and  summarize  their 
findings. 

The  CFP  Taskforce  Report  by  the  National  Association  of  State 

2 
Information  Systems  (NASIS)   identifed  four  types  of  reporting  re- 
quirements: 

(1)  Periodic  transmission  of  reports:  Requirements  for 
generating  this  information  are  generally  sent  to  the 
respondent  by  a  requesting  letter  and/or  the  receipt 
of  forms. 

(2)  Applications:  Forms  or  documents  submitted  in  order  to 
obtain  from  a  government  agency  goods,  services,  transfer 
payments,  or  permission  to  take  a  certain  action.  The 
information  on  these  forms  is  intended  to  assist  the 
government  agent  in  determining  whether  the  application 
should  be  awarded. 
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(3)  File  maintenance:   In  some  instances  the  government  will 
require  certain  agencies  or  programs  to  maintain  specific 
files.  The  purpose  of  this  requirement  is  to  insure 
proper  managment  of  the  entire  agency  and/or  a  certain 
program  area  within  it.   The  agency  is  generally 
required  to  make  these  records  available  for  post-audit 
review  as  requested. 

(4)  One-time  requests  for  information:  These  requirements 
can  come  from  a  wide  range  of  sources  including 
legislative  committees,  task  forces,  commissions,  or 
executive  orders. 

The  NASIS  Report  notes  that  theoretically  each  of  these  types  of  report- 
ing requirements  is  designed  to  generate  information  for  a  particular 
purpose  but  that,  in  practice,  the  information  requested  often  is  for 
overlapping,  conflicting,  or  even  extraneous  purposes.   This  practical 
reality  is  reflected  in  the  listing,  which  the  Report  provides,  of 
the  top  fifteen  paperwork  burdens  as  reported  by  the  approximately  one 
hundred  public  and  private  institutions  studied  by  the  taskforce 
(see  Figure  3-1) . 

With  respect  to  the  sources  of  reporting  requirements,  most  of  the 
reports  thus  far  have  focused  on  federal  requirements.  The  first  major 
multiple-institution  study  was  undertaken  by  the  American  Council  on 

Education  (ACE)  and  reported  in  The  Costs  of  Implementing  Federally 

3 
Mandated  Social  Programs  at  Colleges  and  Universities.   This  study 

covers  twelve  federally  mandated  social  programs  which  apply  to  colleges 
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Figure  3-1:   The  Fifteen  Top  Paperwork  Burdens,  as  Reported  by 
The  CFP  Taskforce  of  the  National  Association  of 
State  Information  Systems  (1976) 


Rank  Burden 


1  Duplication  of  Data 

2  Unnecessary  Data 

3  No  standardized  Forms 

4  Lack  of  Centralized  Control 

5  No  Intergovernmental  Cooperation 

6  Forms/Reports  are  Difficult  or  Complex 

7  No  Data  Interchange 

8  Time  Frames  for  Responding  are  Unrealistic 

9  Programs,  Systems  and  Policies  Not  Standardized 

10  Costs 

11  Reporting  too  Frequent 

12  No  Central  Data  Files 

13  Computer  Interface  Poor 

14  Unreviewed  Data  Requests 

15  Reports  are  Continuous/Intensive  when  Sampling 

Would  Suffice 
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and  universities  as  business  entities.  A  similar  study  of  federally 
mandated  reporting  reqjirements  was  also  undertaken  by  the  Southern 
Association  of  Colleges  and  Schools  (SACS) .^  Both  studies  attempt  to 
identify  not  only  the  nature  of  the  reporting  requirements  but  to 
assess  more  precisely  the  costs  to  the  institution  in  complying  with 
the  requirements.  While  the  methodology  employed  in  the  ACE  review  is 
more  systematic  and  comprehensive,  neither  study  is  successful  in 
defining  standardized  measures  of  "cost"  which  could  be  applied  across 
all  institutions  of  higher  education.   In  fact,  both  studies  point 
out  the  various  methodological  considerations  which  make  standardized 
assessment  virtually  impossible  at  this  time,  and  they  both  indicate 
that  the  cost  of  a  thorough  study  of  the  "costs"  of  reporting  re- 
quirements would  be  too  high  for  cooperating  institutions  to  under- 
take without  outside  assistance  —  and  eloquent  comment  on  the  scope 
of  the  reporting  burden. 

Another  major  study,  reported  by  the  University  of  California, 
has  focused  on  the  reporting  requirements  relative  to  federal  grant 
and  contract  activities.  Like  the  ACE  study  the  report  by  the  University 
of  California  team  is  comprehensive  in  its  identification  of  the 
federal  requirements  in  the  area  under  study,  research  managment; 
however,  it  too  provided  very  little  hard  data  on  the  "costs"  of 
meeting  the  reporting  requirements.   This  report  did,  however,  place 
considerable  emphasis  on  the  issues  of  duplication  and  lack  of  uni- 
formity in  reporting  procedures.  A  preliminary  report  by  the  University 
of  Iowa  on  federal  regulations  was  the  first  one  to  span  more  than  one 
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program  area  of  reporting  requirements.   In  this  study,  the  regulations 
were  grouped  under  five  headings: 

-employment  and  personnel  administration 

-students 

-sponsored  research  and  training 

-facilities 

-teaching  hospital. 
The  data  presented,  however,  were  largely  the  complied  written  comments 
by  various  administrators  from  across  the  Iowa  campus  regarding  the 
burdens  of  meeting  the  requirements  for  which  they  were  responsible. 
The  only  study  we  have  seen  which  deals  with  other  than  federal 
requirements  is  a  brief  report  prepared  by  Amherst  College.   This 
document  summarized  the  title  and  description  of  various  federal  and 
Commonwealth  of  Massachusetts  regulations  to  which  Amherst  is  subject. 

As  the  reader  will  note  from  this  brief  review,  the  source  of 
reporting  demands  which  has  most  frequently  been  examined  is  the 
federal  govemement.   In  both  the  institutional  studies  (Iowa  and 
Amherst),  reference  is  made  to  state  requirements,  still  the  major 
focus  centered  on  the  federal  reporting  burden.   The  Issues  of 
duplication  in  reporting,  lack  of  uniformity,  and  lack  of  standardi- 
zation in  forms  and  data  elements  were  dealt  with  most  extensively  in 
the  University  of  California  and  SACS  reports  although  they  were  also 
referred  to  in  the  Iowa  report. 

What  emerges  from  these  past  studies  is  a  sense  of  the  frustration 
and  disenchantment  which  is  felt  by  many  college  and  university  ad- 
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ministrators  with  the  increasing  demands  for  information  being  placed 
upon  them  by  federal  and  state  sources.   In  addition,  these  reports 
have  identified  certain  of  the  elements  which  contribute  to  this 
mounting  paperwork  burden.  What  they  have  not  provided  is  a  compre- 
hensive picture  of  the  types  and  sources  of  reporting  requirements 
which  would  facilitate  treatment  of  the  causes  of  the  problems 
outlined  earlier  rather  than  just  their  symptoms.   In  the  following 
section,  we  will  attempt  to  develop  just  such  a  framework. 

C.  A  Framework  for  Assessment. 

In  order  to  construct  a  comprehensive  framework  for  assessing 
the  reporting  burden,  three  dimensions  of  the  problem  must  be 
articulated: 

1)  the  functional  purposes  of  the  reporting  requirement; 

2)  the  source  of  the  requirement;  and 

3)  the  methodologies  for  reporting  the  required  data. 

In  this  section  we  will  define  each  of  these  dimensions  and  then  outline 
the  framework  for  assessment  which  incorporates  these  three  dimensions. 

(1)  Functional  Purpose 

Reporting  requirements  obviously  serve  a  wide  range  of  purposes, 
but  we  believe  they  can  be  functionally  grouped  into  several  major 
program  areas.   Figure  3-2  contains  a  listing  of  these  program  areas 
for  the  case  of  the  state  university.   The  reader  will  note  that  the 
six  areas  are  divided  into  two  sub-groupings :   those  which  apply  to  all 
institutions  in  this  country  whether  public  or  private,  and  those  which 
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Figure  3-2:  Typology  of  Reporting  Requirements 
by  Functional  Reporting  Area 


Type  One:  Required  of  all  Institutions, 
public  or  private. 

1)  Fiscal  Revenue  Reports 

2)  Social  Programs 

Type  Two:  Required  of  State  Universities, 
as  public  and/or  educational 
Institutions. 

3)  Administrative  Compliance 

4)  Grants  and  Contracts  —  Student  Aid 

5)  Grants  and  Contracts  —  Research 

6)  General  Statistical  Information 
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apply  to  a  state  university  because  it  is  an  educational  institution 
and/or  public  agency: 

1.)  Fiscal  revenue  programs:  Includes  all  taxes,  licenses, 
and  fee  payments  which  the  state  university  must  report 
to  other  govenmental  bodies. 

2.)  Social  programs:   Includes  all  regulations  which  cover 
health,  safety,  equal  employment  opportunities,  and 
environmental  protection. 

3.)  Admlnistratvle  Compliance:   Includes  the  reporting 

requirements  imposed  by  the  state  or  local  government 
to  insure  proper  expenditure  of  state  funds  and  proper 
administration  of  the  agencies. 

4.)  Grants  and  Contracts  -  Student  Aid:   Includes  all  loans, 
scholarships,  fellowships,  and  college  work  study  programs 
administered  by  the  University  of  South  Carolina  in  order 
to  provide  financial  aid  to  students  enrolled  in  the 
University. 

5.)  Grants  and  Contracts  -  Research:   Includes  all  grants  and 
contract  funds  received  from  external  sources  for  support 
of  basic  or  applied  research  or  curricvium  development 
efforts. 

6.)  General  Statistical  Information:   Includes  those  reports 
which  are  generated  to  provide  information  for  Congressmen, 
state  legislators,  planners,  and  businesses.   An  example  at 
a  university  is  the  Higher  Education  General  Information 
Survey  (REGIS) . 
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Like  any  typology,  the  one  contained  in  Figure  3-2  is  somewhat  arbitrary, 
but  its  virtue  is  that  it  covers  all  the  known  types  of  reporting 
requirements  to  which  a  state  university  or  state  college, for  that 
matter,  would  be  subject  from  another  governmental  entity.   Furthermore, 
by  dropping  the  third  category,  the  Administrative  Compliance  requirements, 
this  same  typology  would  provide  a  comprehensive  framework  for  studying 
most,  if  not  all,  private  colleges  and  universities  in  this  country. 

(2)  Sources  of  Reporting  Requirements 

We  noted  that  most  of  the  emphasis  in  the  previous  studies  on 
the  paperwork  burden  in  higher  education  has  been  on  the  federal 
reporting  requirements.  This  is  not  surprising  in  that  the  presence 
of  the  Federal  government  is  felt  in  many  aspects  of  the  University's 
daily  activities.   There  are,  however,  several  other  sources  of  re- 
porting requirements  which  cannot  properly  be  overlooked.   In  part 
because  they  represent  a  significant  body  of  requirements  in  and  of 
themselves,  but  also  because,  in  some  areas,  they  contribute  signifi- 
cantly to  the  problems  of  overlap  and  duplication  in  requirements . 

One  of  these  other  sources  of  reporting  requirements,  predictably, 
is  the  state  government.  Many  of  its  requirements  fall  into  the 
administrative  compliance  domain;  however,  the  state,  like  the  Federal 
government,  is  involved  in  the  functional  areas  of  Fiscal  revenue  and 
social  programs.   Further,  through  agreements  with  the  Federal  government 
the  state  is  also  involved  in  the  area  of  grants  and  contracts.   It  it 
out  of  such  "agreements"  that  we  get  an  interesting  hybrid  which  we 
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term  federal-through-state  category.   Included  in  this  category  are 
programs  mandated  and  usually  financed  by  the  Federal  government 
but  monitored  and  operated  by  a  state  agency.  Our  research  has 
led  us  to  view  this  "hybrid"  as  a  distinctly  paperwork  intensive  area. 

An  example  of  the  burdensomeness  of  the  attempts  by  a  state 
agency  to  impose  Federal  guidelines  was  cited  by  a  university  grants- 
man.  The  state's  social  services  agency  contracted  with  USC  to  provide 
day  care  facilities  at  one  of  its  braicli  campuses .  The  Department  of 
Health,  Education  and  Welfare  imposed  one  set  of  guidelines  under 
which  prior  approval  must  be  obtained  to  transfer  monies  from  one 
category  to  another.  This  provision  provides  the  recipient  with 
discretion  over  line  items  within  the  category.  However,  the  state 
Department  of  Social  Services  imposed  a  slightly  different  set  of  rules 
on  the  University  of  South  Carolina  which  stipulates  that  prior 
approval  must  be  secured  for  any  line-item  transfer  of  funds  exceeding 
ten  percent  of  the  item  total.  The  amount  in  question  was  $250.   In 
order  to  get  the  approval,  USC  completed  the  paperwork  and  waited  30 
days  to  receive  the  agency's  letter  of  permission  bearing  its 
requisite  signatures  from  16  separate  sign-off  points  in  the  agency's 
funds  transfer  process.   Clearly,  here  is  a  case  where  rules  made  for 
grants  of  several  million  dollars  have  been  applied  to  sub-grants  of 
several  thousand  dollars  with  monumental  inflexibility. 

Finally,  there  are  requirements  levied  by  local  governments  which 
generally  cover  such  matters  as  public  health,  fire,  safety,  zoning 
and  land  use.  Although  not  a  major  burden  on  the  state  university. 


1025 


these  requirements  can  have  an  important  Impact  on  the  development 
and  maintenance  of  the  institution's  physical  plant  characteristics. 
Frequently  too,  there  are  overlapping  areas  of  regulatory  respon- 
sibilities between  local  and  state  governments.  At  the  University 
we  have  noted  more  cooperation  between  local  and  state  government, 
particularly  in  the  area  of  fire  inspection. 

(3)  The  Methodologies  of  the  Reporting  Requirements 
Earlier  we  noted  that,  like  the  previous  studies  of  the  paperwork 
burden,  we  will  not  be  able  to  undertake  a  systematic  cost-benefit 
analysis  for  each  of  the  various  reporting  requirements  we  have  inven- 
toried. We  do,  however,  wish  to  provide  some  insight  into  the  impact 
which  these  requirements  have  on  a  state  university.  We  will  do  this 
by  focusing  on  the  "methodologies",  both  administrative  and  operational, 
which  are  required  in  order  to  meet  each  of  the  requirements  and,  by 
adopting  a  set  of  qualitative  criteria,  we  will  attempt  to  distinguish 
amoung  those  regulations  which  place  a  greater  or  lesser  burden  on  the 
institution. 

There  are  several  criteria  which  we  will  use  to  assess  the 
methodology  of  a  reporting  requirement.   For  example,  the  nature  of 
the  forms,  are  they  simple  and  brief  or  lengthy  and  complex?   Secondly, 
how  often  are  the  reports  required:  monthly,  quarterly,  semi-annually, 
or  otherwise?  A  third  characteristic  involves  the  degree  of  standardi- 
zation:  are  the  forms  and  instructions  consistent  and  clear  from  one 
reporting  period  to  the  next?  Finally,  there  is  the  matter  of  the 
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compulsoriness  of  the  requirement.   To  be  sure,  most  requirements 
are  required;  however,  there  are  variations  on  the  theme  of 
compulsoriness.   For  example,  what  is  the  nature  of  the  penalties 
for  non-compliance  or  lateness?  Or  alternatively,  are  there  rewards 
or  incentives  for  meeting  the  deadline,  being  early,  and/or  being 
accurate? 

Our  framework  for  assessing  the  reporting  requirement  burden  of 
the  University  of  South  Carolina  is  based  on  the  three  dimensions 
outlined  above  supplemented  by  the  NASIS  typology  of  the  four  "types" 
of  reporting  requirements  defined  earlier.  An  overview  of  this 
framework  can  be  seen  in  the  sample  data  collection  sheet  (Figure 
3-3) .   Our  inventory  of  reporting  requirements  will  be  grouped 
according  to  the  six  functional  program  areas  enumerated  above.  With- 
in each  functional  area,  we  list  the  title  or  name  of  each  requirement 
and  identify  for  that  regulation  (a)  its  source,  (b)  the  type  of 
reporting  required,  and  (c)  the  methodology  which  the  responding 
agency  must  employ  to  satisfy  the  regulation.   By  organizing  the 
various  regulations  along  functional  lines,  we  are  able  to  identify 
more  clearly  where  problems  in  redundancy,  lack  of  uniformity,  and 
unnecessary  reporting  exist. 

D.   Scope  of  the  Study 

The  information  on  reporting  requirements  was  collected  from 

February  through  April,  1977,  by  means  of  personal  interviews  with 

University  personnel  responsible  for  preparing  the  various  reports. 
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The  basic  questions  asked  of  all  respondents  were: 

1.  What  reports  are  filed  to  the  federal,  state,  or  local 
governments  from  your  office? 

2.  How  often  must  these  reports  be  filed? 

3.  What  specific  files  must  be  maintained  and  for  how  long? 

4.  What  other  offices  in  the  University  are  involved  in 
preparing  each  report? 

5.  What  feedback  is  received  from  the  requesting  agency? 

The  responses  were  recorded  on  data  collection  sheets  and  subsequently 
grouped  by  the  six  functional  reporting  areas  outlined  above.  Respondents 
were  also  asked  their  perceptions  of  problems  associated  with  each 
report  as  well  as  suggestions  for  changing  the  reporting  requirements 
to  reduce  the  cost  of  reporting  while,  at  the  same  time,  providing  the 
essential  information  needed  by  the  requesting  agency. 

The  interview  method  was  selected  over  the  mail  survey  for  several 
reasons.   To  begin  with,  we  did  not  know  what  offices  in  the  University 
were  responsible  for  preparing  reports  to  federal,  state,  and  local 
agencies,  nor  was  there  a  single  directory  or  locator  service  which 
could  identify  for  us  the  relevant  offices.  As  a  result,  we  could 
not  compile  a  comprehensive  list  of  respondents  prior  to  beginning 
our  data  collection  effort.   Instead,  the  task  of  identifying  all 
relevant  offices  became  imbedded  within  our  data  gathering  process. 
Second,  personal  interviews  resulted  in  a  much  higher  response  rate 
which  was  essential  for  obtaining  a  comprehensive  view  of  the  reporting 
requirements  burden.   Third,  the  interviewer  was  able  to  probe  for 
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information,  explain  questions,  and  obtain  the  personal  insights  of 
the  respondent.   Finally,  the  Interviewer  was  able  to  observe  the 
office  situation  as  well  as  ask  questions  of  the  respondent.  As  a 
consequence.  Inferences  could  be  drawn  regarding  record  storage  and 
organizational  problems  mainfested  by  poor  coordination  and  data 
management  practices. 

To  be  sure,  there  were  some  disadvantages  in  using  the  personal 
interview  approach.   First,  Interviews  were  much  more  tine  consuming. 
An  hour  long  session  with  various  respondents  often  had  low  information 
yields.   Second,  some  respondents  appeared  anxious  to  convince  the 
interviewer  that  they  were  doing  an  effective  job  and  consequently 
were  reticent  to  comment  openly  about  information  management  problems. 
On  the  other  hand,  some  respondents  viewed  the  interview  session  as  an 
opportunity  to  vent  all  their  frustrations  regarding  the  paperwork 
burden.   Post-session  reviews  of  interviewer  notes  inevitably  became 
another  time-consuming  step  in  the  data  collection  process.   Finally, 
the  question  of  the  costs  of  meeting  reporting  requirements  has  been 
largely  overlooked  in  most  offices,  and  so  assessments  of  cost  offered 
by  respondents  were  usually  very  Impressionistic. 

Despite  these  difficulties,  however,  we  believe  that  we  have 
been  successful  in  gathering  a  comprehensive  set  of  materials 
relating  to  the  reporting  activities  of  the  University  of  South  Carolina. 
Further,  while  recognizing  the  exploratory  nature  of  this  study,  we 
believe  that  the  data  we  have  gathered  offer  important,  albeit 
tentative,  insights  into  the  nature  of  the  reporting  requirement  burden 
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at  the  University. 

E.   Presentation  of  Findings 

In  this  section  we  will  present  our  finding  on  the  externally 
imposed  reporting  requirements  to  which  the  University  of  South 
Carolina  must  respond.  The  data  for  each  of  the  major  functional 
reporting  areas  are  presented  in  a  set  of  six  tables  which  give  the 
name  of  the  reporting  requirements,  a  description  of  the  reporting 
characteristics  for  each  requirement,  and  the  source  of  the 
requirement.  Under  the  heading  "Description"  we  have  listed  such 
factors  as  frequency,  degree  of  standardization  in  data  requested, 
the  methodology  used  to  comply  with  the  requirement,  and  the  like. 

(1)  Fiscal  Revenue  Area 

The  data  on  federal  and  state  reporting  requirements  in  the  fiscal 
revenue  domain  are  given  in  Figure  3-4.   The  most  Interesting  thing  to 
note  about  this  area  of  paperwork  is  how  smoothly  the  federal  fiscal 
reporting  is  handled  by  the  University.   In  fact,  this  is  clearly  one 
of  the  least  burdensome  areas  of  reporting  across  the  entire  institu- 
tion.  Transmission  of  reports,  though  relatively  frequent  (i.e.  twice 
monthly) ,  does  not  cause  problems  internally  primarily  due  to  the 
long  record  of  experience  in  dealing  with  federal  fiscal  reports.  As 
a  result  of  the  highly  institutionalized  nature  of  this  reporting  area, 
there  are  clearly  defined  spheres  of  responsibility  both  in  the  agencies 
imposing  the  reporting  requirements  as  well  as  in  the  responding  units. 
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In  addition,  several  other  factors  serve  to  minimize  the  burden 
of  reporting  in  this  area.   For  one,  even  if  no  federal  taxes  were 
levied,  the  University  would  still  retain  some  type  of  financial 
records  covering  payrolls  and  purchasing.   Secondly,  the  data  which 
must  be  reported  are  requested  by  only  one  department  of  the  federal 
government;  and  finally,  although  some  supporting  details  must  be 
provided  in  hard-copy  form,  the  primary  data  element,  money,  is 
transmitted  through  a  funds-transfer  process. 

In  contrast  to  the  federal  reports,  the  paperwork  for  the  state 
government  requires  more  man-hours  chiefly  because  of  the  larger 
variety  of  taxes  and  fees  which  the  University  must  report  to  the  State 
of  South  Carolina.   This  situation  is  exacerbated  by  the  fact  that 
each  department  within  the  University  which  collects  various  taxes 
is  involved  in  preparing  the  reports .  As  a  result  of  the  greater 
number  of  offices  involved  in  meeting  state  fiscal  reporting 
requirements,  it  appears  that  more  time  is  spent  transmitting  data 
internally  within  the  University  prior  to  the  final  transmission  of 
the  report.  Further,  there  appears  to  be  a  higher  incidence  of  over- 
lapping of  record -keeping  among  the  units  involved  at  various  stages 
of  the  reporting  process. 

Despite  these  problems,  however,  the  entire  area  of  fiscal  revenue 
reporting  appears  to  operate  quite  smoothly.   The  data  handling  activ- 
ities in  this  area  seem  to  be  relatively  well  coordinated,  and  in 
general  it  appears  that  these  requirements  are  among  the  least  burden- 
some which  the  University  faces.  We  must,  however,  be  cautious  about 
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making  ready  comparisons  with  the  practices  and  procedures 
characteristic  of  some  of  the  other  areas  to  be  reviewed  below. 
No  doubt  the  smoothness  of  fiscal  reporting  owes  much  to  the  long 
tradition  of  systematic  record  keeping  in  the  area  of  finances  as 
well  as  to  the  universal  agreement  on  the  meaning  of  the  main  data 
elements,  dollars  and  cents. 

(2)  Social  Programs  Area 

In  contrast  to  the  fiscal  reports,  the  social  program  area  is 
characterized  by  a  much  higher  level  of  confusion  and  frustration — 
not  so  much  over  the  social  goals  themselves,  but  rather  over  the 
sheer  number  of  programs  which,  while  they  overlap  in  coverage, 
differ  widely  with  respect  to  the  reports  required.   Figure  3-5  contains 
an  inventory  of  the  reporting  requirements  in  this  area.  The  reader 
will  note  that  there  are  at  least  eight  separate  federally  mandated 
programs  covering  discrimination  in  employment  on  the  basis  of  sex, 
race,  religion,  physical  condition,  and  age.  Unlike  the  fiscal  area 
in  which  responsibility  for  receiving  funds  is  vested  in  one  agency, 
either  the  U.S.  or  the  State  treasury,  some  27  major  federal  offices 
are  responsible  for  civil  rights  compliance  and  enforcment  activities. 
Further,  there  are  three  state  agencies  with  civil  rights  compliance 
responsibilities . 

So  diverse  are  the  reporting  requirements  of  the  University  in  this 
area  that  it  has  had  to  employ  a  full-time  Affirmative  Action  Officer, 
along  with  supporting  clerical  and  statistical  staff,  solely  to  handle 
the  preparation  and  filing  of  the  various  reports.  A  striking   example 


n) 
a 
o 
.J 


1035 


o 
u 

3 

o 

CO 


■3  (9 
4)  4-1 
Ck    CO 


a 

0) 

oo 
o 
)■( 


o 

o 


in 
I 

0) 

3 
OO 


0  o 

•H     CO 

01  <U 
CO 

•H     M 

B   o 

B 
CO    t» 

h    -H 
4-1     CO 

•rt 

■O  iH 

O  CO 

•H  3 

IJ  C 

<U  C 


CO 

<u 

to     3 
U 


o 

CO   .— s    4-) 

u    to    c 

B    C    OJ 

CO  o  e 


-Q   -H    o  -H  .c  -H 

— -  -H     4J     CO     U 
<U     CO     D.    CD    ,-H 

c   M   a       j3 
CO    CO  >H    n)  -H 


CO     0) 

4-'      >,rH 
C  .H 


01 

c 
c 
o 

(0     CO 


c 
cu 

e 

•U        •  CO 

CO     1)  -H 

B     D  ^ 

U    U  Xi 

4-1  CO 


I 

CU 
o 
o 


I 


•H  cu  to 

CO  cu 

e  u  a 

CO  J3  O 

3     CO  4J 

D.   cu  CO 

B   iH  Ij  4-1   T3     I3r- 

CO   1-C  o  CO    C     4) 

CJ   fa  U-i  T3    to   crt 


a  -H 

3 


<4-l     S 

•<  a  CU 
o 

■H    CJ  to 

CO  (U 

c  a  u 

(-1     O  -H 

(U   -H  3 

4J     4-1  O" 

C    tj  cu 

•H  <:  K 


to 


I 

l-l  I  CO 

1)  -H  O 

>  CD  Q. 

•tl  to 

•    CO  CO  ^-N 

cu     cu  .H  >. 

tJ     (U    iH  O  4J 

C    4-1     CO  C  M 

CO   4J    c  3  3 

>    -H     O  CJ 

<U     B    -H  ,-1  CO 

■H     B     4-1  ,-1  <4-c 

»-i     O    to  CO 
60   CJ    C 


CO    C 
C    CO 


01 


cu    4)     3   -rt   TJ 
■"    ^1    CT  CO    <u 


C     3     <U    -H    -H    vH 


V4 

o 


en 

a> 

3 

cr 

lU 

kl    • 

B 
lU    O    <J 

B    -rt    -H 
tH     4J    T3 

u    to    o 

I   a  -H 

<U       l4      ^ 


B 

o 

■H 

en 
c» 

•H     CD 

B    .H 

en    CD 


B    O 
CO    00 


B 

o 

•H 

tn 

CD 

•H 

a 

0) 

B 
CO 
u 


•O  <4-< 

lU  o 

B 

•H  B 

CO  3 

u  e 

B  -H 

•H  B 

CO  -H 

B  B 

<U  M 

•o  o 


I 

B  -O 

•H     0) 


■aod4J<4-l4-l  OM-IOUM 


o 
z 


<4-l  CD 

4-1  >- 

en     •  CO 

3  tjl  <u 

B       •  >^ 
CO 
01     CO 

4J      cu    ^  (U 

»-!■-(  >J 

O*  fa   ,C  4J 


eu 


l-l 

u 

o 

•H 

U-4 

B 

XI 

4-t 

3 

CD 

en 

CU 

3 

u 

er 

O 

cu 

B 

l-l 

B 

cu 

o 

B 

•H 

■H 

U 

U 

CO 

a 

lU 

M 

B 

o 

O 

<4H 

*> 

OJ 

a 

e 

« 

o 

u 

•ri 

1-1 

4-t            CO 

*            3 

u        r-~ 

<W     CJ* 

<         ro 

O    01 

to  —1 

OS 

CU   ^  ^ 

0) 

>     OJ 

.-1    M 

•H    T3    -o 

4-1     C 

■4-1     M     B 

•H   -H 

CO   O     CO 

H    4J 

B 

M 

tl      .   vo 

9>    O 

■^   u  <r 

a  o 

>4-l     0)    CN 

to    01 

14-1      X    rt 

Z  (tf 

<     W     -H 

s    • 

01    o 

*J  z 

■— 1 

M 

e 
o 


< 


0) 

> 


CO 

B 
l-l 


B 
CO 


<   fa 


u 

<! 

>. 
CO 
fa 


to 

3 
zr 
H 


I 

CO 
u 
3    >< 

c 

•-"     3 

to     4J 

3    I- 
er  o 

I         Q. 

X  o 


•U     CO 

*J    o 


1036 


c 
o 
o 


in 
I 

d 

0) 

u 

3 


rH 



CO 

o 

o 

* 

►J 

flj 

4J 

n) 

<u 

4J 

o 

CO 

l-l 

3 

o 

(U 

w 

Fk    CO 

X 

•o 

«) 

X 

X 

X 

^ 

•1 

■a 

TD 

t) 

9 

o 

T3 

i-H 

a; 

o; 

01 

01 

■H 

01 

• 

10 

1 

c 

1 

c 

1 

O 

4-1 

1-t 

"O 

C 

• 

m 

4J 

tu 

•H 

01 

•H 

C 

u 

0) 

> 

o 

•H 

IS 

c 

CJ 

B 

l-l 

to 

0) 

l-l 

CO 

OJ 

o 

u 

o 

01 

•H 

CO 

l-l 

o 

■H     01 

01 

4J 

0) 

4J 

0) 

•H 

T3 

o 

a 

l-l 

l-l 

4J 

CO 

•H 

•T3     4-1 

0 

U-l 

c 

l-l 

M-! 

c 

1^ 

CO 

o; 

Xi 

0) 

B 

01 

CO 

o  to 

B 

o 

•H 

j: 

o 

•H 

x 

CO 

4-1 

CO 

01 

0 

a 

•T^ 

>< 

m 

•H     4-1 

O 

c 

01 

to 

4-1 

CO 

4J 

•H 

4-> 

►J 

X2 

4-1 

to 

•H 

M    to 

l-l 

o 

o 

c 

0 

c 

0 

0 

•H 

01 

0 

01 

0 

01 

•H 

• 

•H 

c 

o 

M-l 

o 

M-l 

CO 

0 

t-l 

4-1 

CO 

1^ 

> 

CO 

o.  >> 

> 

>> 

U 

(fl 

•H 

<v 

O 

•H 

01 

o 

c     • 

XI 

o 

CO 

0) 

CO 

01 

•H 

c 

J3 

B 

CJ 

O. 

c 

in 

J3 

en 

^ 

CO     CO 

3 

3 

01 

■ 

XI 

>4-l 

CO 

^ 

01 

B 

•H 

5) 

01 

e 

CO 

0 

U   -H 

CO 

■ 

0 

>^ 

CO 

t3 

V4 

•o   en 

01 

^ 

u 

•H 

4-1 

3 

•H 

4-t 

3 

U     CO 

4J 

o 

c 

01 

4J 

U 

4-1 

01   B 

•o 

00 

O 

C 

e 

CO 

e 

S 

CO 

0 

CO 

CO 

D.CN 

r-H 

o 

o 

CO 

o 

c;   o 

B 

CO 

CO 

•H 

0) 

3 

•H 

CO 

3 

•H 

o  ^ 

o 

01 

O 

a  -H 

n 

3 

<4-l 

a 

B  -H 

to 

01 

rt 

C 

e 

c 

C 

0 

c 

•H 

»— 1 

Q 

t-H 

0 

4-1 

3 

0 

•H 

3     4-1 

r-l 

Q 

e 

to 

• 

•H 

CO 

• 

•H 

• 

•a  iH 

0) 

o 

o 

o 

-o 

o    CJ 

x: 

o 

u 

0) 

en 

e 

CO 

l-l 

CO 

CO 

0 

CO 

O    CO 

0 

• 

0 

01 

c 

CD 

zn 

o 

B    01 

4J 

V4 

m 

4-1 

■u 

0) 

u 

4J 

4-1 

0) 

u 

•H    3 

u 

CJ 

u 

l-l 

D. 

c 

01 

3 

•H 

B    O..H 

4J 

t— 1 

l-l 

i-H 

M 

CO 

U 

iH 

V4 

CO 

IJ    c 

o 

• 

o 

o 

CO 

CO 

rH 

M 

to    m 

to 

B 

•H 

o 

o 

•H 

o 

0) 

O 

O 

•H 

O 

4) 

u   c 

fa 

CO 

fa 

U-l 

c 

C 

•H 

>. 

01 

B    B 

01 

o 

tb 

z 

O.  tK 

t4-l 

>. 

z 

a  Pb 

M-l 

>^ 

Oi    CO 

1 

I 

M 

3 

fa 

X> 

eu 

S    -H 

x: 

c; 

^^ 

^.^ 

^-N 

^*v 

/-^ 

^'-N 

^-N 

^-v 

^-v 

y*^ 

CNI 

— < 

fvj 

I— 1 

CN 

^ 

e^^ 

cn 

i— 1 

CM 

u 

CO 

e 

T3 

al 

u 

v4 

1 

1 

ime/Tltle    of 
jportins   Requlremi 

CO 

M 

« 

o 

to 

••• 

T3 

■a 

to 

>^ 

01 

iH 

c 

c 

)-i 

-0 

4J 

4-1 

3 

o 

• 

CO 

CO 

c 

OJ 

o 

00 

•H 

>> 

4-1 

•a 

01 

14-1    O 

b 

01 

iJ 

o 

C/3 

c 

0 

CO  r^ 

cu 

«: 

!0 

f-H 

CO 

< 

CO  o> 

c 

a 

l-l 

4-> 

.— t 

rH 

>» 

T-l 

0 

3 

C/5 

M 

iH 

CO 

CJ 

e 

H 

P~ 

o 

00 

CO        - 

4-1 

B 

•H 

vC 

X 

l-l 

d 

C     4J 

B 

41 

M 

M 

o> 

O 

o\ 

o  o 

0) 

OO 

O 

X 

t-H 

•o 

.o 

i-H 

-H  <! 

0 

< 

0) 
•H 

M 

14.4 

c 

CO 

CO 

c 

4J 

CO  ^ 

B 

o 

O 

0) 

o 

o 

O.  4J 

Vi 

to 

rH 

0) 

u 

3   l-l 

■H 

B    B 

Z  Pi 

01 

4J 

4-1 

OO-H 

4J 

O     CO 

> 

o  o 

00  -H 

CJ 

CO 

CO 

o 

O    (U 

B 

•W    -H 

<: 

H 

< 

3 

fa 

< 

O   BG 

w 

U    4J 

0      • 

<u  o 

*J  z 

lA 

\c 

r^ 

00 

n 

1037 


0) 

—  u 
-a    n) 


I 

CO 

<u 

3 
OS 


a 

01 

C 


e 
o 
1-i 
4J 
a 

•H 
l-l 
U 
O 

<u 
o 


•H 
<U   Ck 

•H     >, 

•H 
Q)    O 

to  T3 
U  C 
C/5     to 

>,  i-H    t 

U3   1-1   1 

ttj 

to  j: 

c  (fl 

o  Vj 

•H  to 

«  S 


T3 
01 
U 
•H 
3 
a" 
(U 
u 

oo 

c 


to  a 
to  M 
to   o 


to 

•  c 

to  O 

C  -H 

O  4-1 

•H  O 

4-1  tU 

to  O. 

tj  to 

•H  C 

^  -H 
O. 

to  (U 

u 

(U  C 

0  3 
•H  O 

*J  c 

1  c 
<u  to 

G  C 


X! 


3 

o  tu 
a 

iH    OC 
4J     C 

H  *J 

--^  u 

at  o 

B  CI 

to  <ll 


o 
<u 
a 

CD 

c 


<u 
l-l 


to 

c 
o 


o. 
to 


(U  to 

e  <u 

•H  to 

u  C 

I  0) 

0)  o 

C  -H 

O  .-I 


o 

(U  • 

a  <u 

m  u 

c  c 

•H  to 

c 

•a  tu 

u  C 


3 

o 
c 
c 
to 

C   -rl 
3  t^ 


(U 


o 
a 
to 

c 

tu  • 

U  (U 

C  O 

•H  C 

to  to 

S  -H 
1-H 

OJ  o. 

.-H  0 

•H  O 


^  CM  ro 


<u 

to 

m 

*i-t 

3 

U 

1 

(U 

T3 

4J 

C 

to 

to 

3: 

-) 

(U 

T3 

> 

a 

•H 

ifl 

4J 

O 

eo 

CO 

c 

O 

•H 

•H 

C 

T3 

O 

to 

N 

ei 

X 


00 -w 

c  <« 

C   *J 

V4      O 

>> 

<8    3 

A 

0)    s 

m 
o 

<ti 

CO    (U 

•H 

o 

0)    M 

JS 

B 

0)    O 

4J 

to 

>>   0 

M 

C5 

o 

• 

01 

• 

.H    H 

(U 

c 

u 

>. 

a.  o 

<-) 

o 

c 

U 

0 

to 

•H 

•H 

1-1 

(U  O 

u 

CO 

to 

go 

o 

w 

en 

0 

l-l 

tu  o 

•H 

0) 

4J      •• 

.c 

0 

0) 

> 

to  o 

4J 

B 

rH 

•rt 

4J    Csl 

•H 

0 

iH 

C 

W  <n-   3  O  Pn  O 


.-1     fN 

to   o 

c  to 

o    > 

•H   -H 

4-1     l-l 

to   (1< 

tJ 

(0 

3   XI 

a 

•T3    0 

•H 

W    to 

>^   CO 

Cd 

rH     4-1 

•H    X 

• 

0    CO 

4J 

u 

to    -H 

O 

• 

Ui   O:^ 

■a; 

en 

8 
0)    o 


1038 


of  redundancy  in  reporting  in  the  affirmative  action  program  is  given 
in  the  flow-chart  contained  in  Figure  3-6.   Four  years  ago  the  South 
Carolina  Humaii  Affairs  Commission,  through  agreement  with  the  Depart- 
ment of  Health,  Education,  and  Welfare,  requested  from  the  University 
an  affirmative  action  plan  and  projected  one,  three  and  five  year 
goals  for  minority  hiring.   Last  year,  temporary  approval  was  finally 
granted  to  the  University's  plan,  but  in  the  interim  the  University 
was  required  to  file  quarterly  reports  on  its  progress  toward  the 
attainment  of  its  projected  goals.   Throughout  this  period,  the 
University  was  also  responsible  for  another  affirmative  action 
reporting  requirement  administered  by  the  S.C.  Human  Affairs  Com- 
mission through  the  state  Commission  on  Higher  Education,   Twice  each 
year  since  1973,  the  University  has  had  to  review,  correct,  and  verify 
the  EEO-6  report  submitted  to  it  by  the  Commission  on  Higher  Education. 

With  respect  to  environmental,  health,  and  safety  matters  the 
sources  of  reporting  requirements  are  not  nearly  so  numerous  and  over- 
lapping, but  the  burden  in  these  areas  is,  nonetheless,  very  real. 
In  general  a  great  amount  of  detail  is  required  in  the  reports  in 
the  social  program  area,  and  there  is  also  a  great  deal  of  emphasis 
placed  on  file  maintenance.   Most  of  the  anti-discrimination  provisions 
require  the  maintenance  of  personnel  records  for  up  to  three  years; 
however,  due  to  the  potential  for  litigation  over  employee  grievances, 
some  records  are  often  retained  for  even  longer  periods.   Under  the 
provisions  of  the  Occupational  Safety  and  Health  Act  of  1970  (OSHA) , 
the  University  is  required  to  maintain  files  on  employee  safety  for 
five  years. 


1039 


Figure  3-6: 


Flow  Chart  of  Affirmative  Action 
Reporting  Steps 


S.C.  Human  Affairs 
Commission  (HAC) 


1973-Requests  Affirm. 
Action  plan  &  goals 

1976-Temporary 
approval  given 


University  of 
South  Carolina 


Quarterly  progress 
reports  required  through- 
out this  period 


STEP  ONE:   HAC 
Requests  State 
Personnel  to  initiate 
EEO-A  Form, 
Biennial  basis. 


STEP  FOUR:   U.S.C. 
reviews,  corrects.  & 
verifies  EEO-6  ; 
resubmits  it  to  Comm, 
on  Higher  Education. 


S.C.  State  Personnel 
Division 

•>» 

STEP  TWO:   Complies 
EEO-1  form  and  sends 
it  to  Comm.  on  Higher 
Education 

J 

Commission  on  Higher 
Education 


STEP  FIVE:   CHE 
resubmits  EEO-6  to 
Human  Affairs  Commission 


STEP  THREE:   CHE 
receives  EEO-4  and 
prepare  EEO-6  for  sub- 
mission to  University 
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Despite  the  burdens  imposed  upon  the  University  by  detailed 
reporting  requirements  and  extensive  file  maintenance  provisions ,  a 
distinguishing  characteristic  of  the  social  program  reporting  re- 
quirements is  that  the  University  is  not  reimbursed  for  any  of  the 
costs  it  incurs  in  meeting  these  requests  for  information.   Finally, 
in  addition  to  the  reporting  and  file  maintenance  requirements,  the 
University  is  also  subject  to  unannounced  inspections  under  the  pro- 
visions of  several  of  the  social  programs.   In  the  case  of  OSHA, 
failure  to  meet  inspection  standards  can  result  in  the  immediate 
assessment  of  fines  against  the  University. 

To  summarize,  we  find  in  the  social  programs  area  a  basic  reversal 
of  the  situation  regarding  fiscal  revenue  reporting.  Whereas  in  the 
financial  area  most  of  the  paperwork  burden  came  from  state  sources, 
in  the  social  programs ,  It  is  the  federal  government  which  is  the 
source  of  the  greatest  burdens  and  costs  to  the  institution.   Further- 
more, there  is  a  great  deal  of  overlapping  and  generic  duplication  in 
the  reporting  requirements,  all  of  which  serves  to  increase  costs  even 
more.   Finally,  It  is  doubtful  that  the  University  can  achieve  much 
streamlining  and  coordination  across  the  entire  area  of  social 
programs  since  these  regulations  span  such  a  broad  range  of  subject 
matter  from  various  forms  of  discrimination  to  safety  provisions 
governing  radioactive  substances. 

(3)  Administrative  Compliance. 

Administrative  compliance  covers  those  reporting  requirements  which 
are  imposed  upon  the  University,  as  a  state  agency,  by  departments  and 
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agencies  in  the  central  government  of  South  Carolina.   This  category, 
one  of  the  smallest  in  terms  of  the  number  of  programs ,  consists  of 
only  four  separate  reporting  procedures  outlined  in  Figure  3-7.   In 
addition  to  being  few  in  number,  the  reporting  requirements  in  this 
group  are  also  of  relatively  recent  vintage,  most  having  been  insti- 
tuted only  since  the  mid-1960' s.   The  paperwork  burden  for  the  Uni- 
versity in  Administrative  Compliance  has,  however,  been  increasing 
rather  dramatically  during  the  past  couple  of  years. 

In  a  number  of  instances,  the  request  for  information  from  the 
central  government  departments  have  been  poorly  specified  without 
adequate  instructions  for  compliance,  and  they  are  also  noticeably 
subject  to  change  in  content  and  format  from  one  reporting  period  to 
the  next.   Further,  there  appears  to  have  been  a  relatively  high 
incidence  of  one-time  requests  for  information  outside  of  the  periodic 
reporting  cycle.   And,  at  the  present  time,  the  University  is  subject 
to  two  separate  sets  of  requirements  for  fiscal  reporting. 

In  the  area  of  personnel,  the  frequency  of  reporting  and  the 
detail  required  have  placed  substantial  burdens  on  the  University.   For 
the  last  four  years ,  the  University  has  been  required  to  make  daily 
reports  to  the  State  Personnel  Division  on  personnel  actions.   Further, 
there  is  much  duplication  of  information  stored  on  each  employee  by  the 
central  personnel  agency  and  the  University.  More  recently,  requests 
for  personnel  reports  have  come  from  two  separate  state  agencies  each 
with  its  own  definition  of  how  employees  should  be  counted. 

Over  all,  however,  changes  are  taking  place  in  the  Administrative 
Compliance  area  which  could  potentially  improve  the  situation  for  the 
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University,  as  well  as  other  state  agencies  In  South  Carolina.   First, 
several  requesting  agencies  now  accept  computer  tapes  for  the  trans- 
mission of  required  data.   Secondly,  the  state  government  is  currently 
developing  a  uniform  payroll-personnel  system  which  should  go  a  long 
way  to  standardizing  data  elements  in  the  personnel  domain  and  toward 
reducing  the  costs  of  maintaining  and  updating  employee  records. 

Thirdly,  efforts  are  now  underway  to  develop  a  state-wide 
accounting  and  fiscal  reporting  system  for  all  state  agencies.   As  a 
part  of  this  move,  the  University  will,  in  fiscal  year  1979,  give  up 
its  "lump-sum"  accounting  status.   Under  the  "lump-sum"  provisions, 
the  University  has  traditionally  drawn  one  sum  of  appropriated  funds 
from  the  state  government  each  year,  and  then  determined  internally 
how  to  budget  and  account  for  the  expenditure  of  the  monies.   Under 

the  new  system  the  University  will  be  required  to  handle  and  report 

r 

their  budgetary  and  expenditure  activities  according  to  the  uniform 

statewide  system.  While  this  will  undoubtedly  increase  the  level  of 
reporting  required  of  the  University,  it  is  hoped  that  there  will  at 
least  be  a  high  degree  of  standardization  for  the  data  which  must  be 
reported.   Finally,  the  State  Legislature  has  requested  its  Legis- 
lative Audit  Council  to  review  existing  reporting  procedures  and  to 
recommend  to  the  Legislature  changes  which  will  reduce  and  minimize 
duplication  and  overlapping  in  reporting  among  state  agencies. 

(4)  Grants  and  Contracts  —  Student  Aid 

An  examination  of  the  student  aid  programs  (see  Figure  3-8)  shows 
a  heavy  reliance  upon  the  Federal  Government  for  financial  assistance 
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to  students.  And,  to  a  growing  extent,  this  dependence  is  accompanied 
by  an  increasing  paperwork  burden  on  the  University  and  its  students , 
both  because  of  the  large  number  of  aid  programs  but  also  because  of 
the  wide  variations  in  requests  for  information  even  within  the  same 
programs  and  departments  of  the  Federal  government. 

To  participate  in  the  college  based  programs,  i.e.  the  National 
Direct  Student  Loan,  College  Work  Study,  and  the  Supplemental  Edu- 
cational Opportunity  Grants,  the  University  must  submit  an  annual 
application  to  justify  the  need  for  funds  along  with  an  annual 
fiscal  report  describing  the  pool  of  recepients  by  race,  sex,  and 
income  characteristics.   According  to  a  University  financial  aid 
officer,  preparation  of  these  reports  requires  nearly  two  months  of 
total  professional  staff  time.  While  the  University  is  reimbursed 
at  about  $3.00  per  student  for  administrative  costs,  officials 
estimate  the  actual  costs  at  closer  to  $15.00  per  student.   Theo- 
retically, the  University  may  choose  to  complete  either  the  "long- 
form"  (approximately  35  pages)  or  the  "short-form"  (approximately 
15  pages) ,  but  officials  point  out  that  because  of  the  time  involved 
in  completing  the  "long-form"  application,  small  institutions  are 
usually  the  only  ones  who  have  the  option  of  using  this  form  every 
year  and  thereby  requesting  up  to  110%  of  the  previous  year's 
funding  recommendation.   Preparing  the  long-form  for  the  University's 
regional  campuses  alone  required  five  weeks  of  effort  by  the  Uni- 
versity financial  aid  officer,  and  the  individual,  with  eight  years 
of  experience  in  the  student  aid  field,  believes  that  "over  70%  of 
the  information  requested  is  not  looked  at  by  anyone." 
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In  contrast  to  the  minimum  fifteen  pages  of  justification  needed 
for  application  to  the  college  based  programs,  the  Nursing  Loan  and 
Scholarship  Program  requires  only  a  one  page  institutional  appli- 
cation.  It  is  sobering  to  consider  that  these  two  programs,  both 
funded  by  agencies  within  the  Department  of  Health ,  Education, and 
Welfare,  can  have  such  drastically  different  reporting  requirements. 
Further,  it  is  worth  noting  that  nearly  all  the  information  trans- 
mitted in  the  institutional  application  for  the  college  based  programs 
is  also  reported  to  the  Office  of  Education  in  their  annual  Higher 
Education  General  Information  Survey  (REGIS) . 

A  second  major  set  of  reporting  requirements  deals  with  the 
Basic  Education  Opportunity  Grants  (BEOG) .   Although  no  institutional 
application  is  required  in  this  program  area,  the  reporting  for  BEOG 
is  still  regarded  by  financial  aid  officers  as  among  the  most  time- 
consuming.   A  review  of  several  of  the  reporting  forms  used  in  this 
program  indicate  that  the  same  information  with  subtle  variations 
in  format  and  data  definitions,  is  being  gathered  from  each  insti- 
tution at  different  steps  in  the  reporting  process.   To  make  matters 
worse,  the  University  receives  no  reimbursement  for  the  administrative 
costs  of  this  program. 

In  addition  to  the  institutional  burdens  inherent  in  the  BEOG 
program,  the  process  also  seems  to  involve  an  inordinate  amount  of 
reporting  and  paperwork  with  respect  to  the  individual  student 
applicant.   First,  since  most  students  who  apply  for  BEOG  assistance 
also  apply  for  other  forms  of  aid,  they  must  file  the  Financial  Aid 
Form  of  the  College  Entrance  Examination  Borad;  both  forms  require 
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essentially  the  same  kind  of  information  at  the  same  level  of  detail. 
Further  the  paper-shuffling  route  for  each  BEOG  application, 
depicted  in  the  flow  chart  in  Figure  3-9,  appears  to  involve  a  number 
of  unnecessary  steps.   Since  the  University  uses  a  formula  to  de- 
termine the  dollar  amount  of  the  grant  to  each  student,  it  is  not 
apparent  why  a  certificate  of  eligibility  must  be  obtained  from  the 
BEOG  office  in  Iowa.   Likewise,  twice  a  year  the  University  submits 
to  the  Office  of  Education  (OE)  hard  copies  of  each  student's 
notification  of  eligibility  —  a  document  issued  to  the  student  by 
OE's  BEOG  program  in  the  first  place.   In  the  fall  of  1976,  this 
reporting  step  required  the  transmission  of  over  2,000  such  forms 
from  the  University  to  OE. 

Student  aid  under  the  Law  Enforcement  Assistance  Administration's 
(LEAA)  educational  programs  requires  another  set  of  forms,  information 
and  reporting  schedules  from  the  University.   Like  the  Office  of 
Education,  the  LEAA  program  requires  the  transmission  of  hard  copies 
of  the  reports  by  registered  mail  as  often  as  every  three  weeks,  and 
under  existing  regulations,  the  Department  of  Justice,  LEAA's  parent 
agency,  and  the  University  each  retain  identical  student  records. 
A  major  criticism  of  the  LEAA  program  since  its  inception  has  been 
the  number  of  changes  which  have  been  made  in  reporting  forms,  data 
element  definitions ,  and  accounting  procedures  from  one  year  to  the 
next . 

A  fourth  general  area  of  student  assistance  involves  aid  to 
veterans.   In  handling  student  assistance  in  this  category,  the 
University  must  respond  to  requests  for  information  from  both  the 
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Veterans  Administration  as  well  as  the  Office  of  Education,  and  the 
paperwork  burden  in  this  area  is  arguably  one  of  the  most  intensive 
of  all  the  student  aid  programs.   The  variations  in  the  kinds  of 
information  required  have  resulted  in  re-writing  computer  software 
and  a  shifting  of  workload  for  the  staff  of  the  Veterans  Affairs 
Office  from  counseling  of  veterans  to  overseeing  the  paperwork  flow. 
The  reimbursement  received  from  the  Federal  Government  for  adminis- 
trative costs  is  intended  to  pay  the  salary  of  one  clerk  to  maintain 
the  records,  but  increasingly  the  time  and  efforts  of  a  professional 
staff  member  are  required  to  interpret  the  regulations  and  prepare 
the  reports.   Thus,  the  cost  of  reporting  for  the  University  is 
exceeding  the  $5-6  per  veteran  allowed  by  the  Federal  Government 
and  is  approaching  the  $40  per  veteran  estimated  by  the  National 
Association  of  Veteran  Program  Administrators.   For  the  4,000 
veterans  on  the  University's  main  campus  alone,  this  would  involve 
upwards  of  $160,000  in  administrative  costs  for  veteran  assistance. 

To  summarize,  the  area  of  student  financial  assistance  is 
characterized  by  an  increasingly  heavy  reporting  burden  for  the 
University,  involving  numerous  examples  of  generic  duplication, 
separate  maintenance  of  identical  files  and  client  records,  and 
seemingly  unnecessary  steps  in  the  application  and  certification 
process.   Given  the  large  number  of  Federal  agencies  involved  in 
dispensing  aid  funds,  it  is  unlikely  that  the  University  can  expect 
much  relief  in  these  areas  any  time  soon.   Furthermore,  while  ad- 
ministrative and  operating  costs  are  going  up,  there  has  not  been 
a  commensurate  increase  in  cost  reinbursement  from  the  various 
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agencies  of  the  Federal  Government  who  fund  these  programs. 

The  only  bright  spot  in  this  area  would  appear  to  be  the 
potential  for  continued  improvement  in  the  internal  coordination  of 
data  handling  and  reporting  activities  within  the  University.   Al- 
though this  functional  reporting  area  does  not  enjoy  the  consensus 
on  data  element  definition  which  surrounds  the  monetary  information 
in  the  Fiscal  Revenue  area,  at  least  it  does  not  suffer  from  the 
fragmentation  and  range  of  data  elements  covered  in  the  Social 
Programs  area.   By  emphasizing  the  common  thread  of  "student  as- 
sistance," which  underlies  all  these  programs  regardless  of  agency 
source,  it  may  be  possible  for  the  University  to  find  ways  of 
increasing  the  efficiency  and  reducing  the  costs  inherent  in  the 
record  keeping  and  reporting  required  for  these  financial  aid 
programs. 

(5)  Grants  and  Contracts  —  Research. 

This  fifth  area,  broadly  termed  "Research,"  includes  the  full 
array  of  grant  and  contract  funding  from  both  public  and  private 
sources  for  the  support  of  basic  and  applied  research  as  well  as 
curriculum  development  and  continuing  education  and  training  projects 
(see  Figure  3-10).   The  most  important  characteristic  of  this 
functional  area  is  the  enormous  range  and  diversity  of  program 
sources  for  funding.   This  diversity  is,  in  turn,  reflected  in  the 
wide  range  of  application  modes  and  formats  as  well  as  the  differences 
in  interim  and  post-project  reporting  requirements.   As  a  rule,  most 
grant  support  from  private  sources  requires  less  detailed  reporting, 
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but  since  the  vast  bulk  of  grant  and  contract  funding  comes  from 
the  Federal  Government,  project  reporting  requirements  have  resulted 
in  major  costs  both  to  the  institution  and  to  project  directors. 

Reporting  requirements  are  essentially  of  two  types,  fiscal 
and  programmatic,  and  responsibility  for  managing  these  two  types 
of  reporting  is  divided  internally  within  the  University.   Of  the 
two,  financial  reporting  is  both  more  frequent  and  consumes  more 
time.   Another  aspect  of  the  reporting  process  in  this  functional 
area  which  is  worth  noting  involves  the  variations  in  the  number 
of  copies  of  final  reports  which  are  required,  for  example,  ranging 
from  four  for  the  Office  of  Education  to  twenty-four  for  the  Army 
Coastal  Engineers.   Despite  the  recommendation,  contained  in  0MB 
Circular  A-110,  that  the  cost  of  producing  and  handling  in  excess 
of  three  copies  be  borne  by  the  requesting  agency,  the  practice  of 
requesting  numerous  multiple  copies  continues.   (Interestingly 
enough,  private  businesses  which  fund  research  projects  generally 
request  only  one  copy  of  project  reports.) 

In  addition  to  the  financial  and  program  reports,  the  Uni- 
versity must  comply  with  other  regulations  which  add  to  the  cost  of 
Federal  grant  administration.   One  of  these,  the  Human  Subjects 
Certification,  is  the  notification,  which  must  accompany  each 
project  proposal  to  HEVJ  Involving  human  subjects,  that  the  proposed 
project  has  been  reviewed  and  approved  by  the  institution's  Human 
Subjects  Committee.   The  HEW  guidelines  also  require  periodic 
review  during  the  life  of  the  project  once  funded.   A  similar  ad- 
ministrative regulation  requires  that  each  Federal  grant  application 
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have  attached  to  It  a  signed  statement  that  the  institution  has  an 
approved  affirmative  action  plan  on  file.   It  Is  not  self-evident 
to  the  authors  why,  once  the  institution's  Affirmative  Action  plan 
has  been  filed,  grant  officers  in  Washington  could  not  consult  a 
central  directory  to  determine  institutional  compliance  with  af- 
firmative action  rather  than  requiring  an  extra  copy  of  a  statement 
on  each  application. 

As  we  noted  earlier,  the  majority  of  the  funds  for  grant  and 
contract  activity  are  provided  by  Federal  sources;  however,  the 
state  government  is  taking  an  increasing  interest  in  monitoring 
the  financial  aspects  of  the  grants  and  contracts,  controlling  the 
allocation  and  expenditure  of  funds,  and    coordinating  awards  made 
from  block-grant  funds.   For  example,  the  State  Budget  and  Control 
Board  requires  regional  planning  council  clearance  on  all  projects 
covered  under  the  Intergovernmental  Cooperation  Act;  for  many  USC 
applications  this  means  coordination  with  the  state's  ten  regional 
planning  councils.   As  a  consequence  of  this  increased  interest  on 
the  part  of  state  government  in  Federal  grants  and  contracts, 
individual  project  directors  are  Increasingly  faced  with  separate, 
overlapping,  and,  at  times,  even  conflicting  sources  for  the  same 
project. 

In  conclusion,  given  the  wide  range  of  funding  sources  as  well 
as  program  objectives,  covering  such  diverse  areas  as  basic  research, 
curriculum  development,  in-service  training,  and  the  like,  it  is 
doubtful  that  the  University  can  ever  achieve  a  full  coordination 
of  all  reporting  and  record-keeping  functions  for  grant  and  contract 


1056 


activities.   There  are,  however,  several  areas  where  some  changes 
might  be  introduced.   For  one  thing,  it  appears  that  there  could  be 
some  more  coordination  between  the  program  and  fiscal  reporting 
functions  and  that  a  number  of  the  record-keeping  steps  could  be 
more  fully  automated.   In  addition,  it  would  be  helpful  to  project 
directors  and  potential  project  directors  if  additional  resources 
could  be  devoted  to  monitoring  sources  of  outside  funding  and 
to  providing  assistance  to  faculty  and  staff  in  preparing  grant 
proposals.   With  respect  to  the  external  aspects  of  the  reporting 
burden,  there  are  numerous  instances  in  which  the  frequency  of 
reporting  and  the  numbers  of  copies  of  reports  required  appear  to 
be  entirely  excessive.   Further,  something  must  be  done  about  paper- 
work intensiveness,  eminating  from  both  federal  and  state  sources, 
which  now  characterizes  rebudgeting  and  expenditure  of  federal  funds. 

(6)  General  Statistical  Information 

This  sixth  group  of  reporting  requirements  includes  those 
reports,  some  filed  voluntarily,  which  contain  general  information 
on  University  operations.   A  listing  of  these  reports  is  contained 
in  Figure  8-11.   Although  we  have  listed  this  functional  reporting 
area  as  a  Type  Two  reporting  requirement  (See  Figure  3-2  above) , 
it  should  be  noted  that  one  of  these  reports,  item  #3,  the  Department 
of  Labor  report  on  employment  and  payroll,  is  required  of  all  insti- 
tutions, public  and  private,  which  pay  salaries  and  wages. 

The  single  most  time  consuming  of  these  reports  is  the  Higher 
Education  General  Information  Survey  (HEGIS) .   This  is  a  wide- 
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ranging  document  which  contains  over  200,000  items  and  requires 
seven  different  offices  within  the  Unviersity  to  complete  it. 
Although  the  request  for  this  informaton  originates  with  the  U.S. 
Office  of  Education,  the  State  Commission  on  Higher  Education 
serves  as  the  conduit  for  processing  reports  from  colleges  and 
universities  in  South  Carolina.   At  the  same  time  the  Commission 
frequently  requests  similar  or  even  identical  information  in  their 
own  reports.   Ostensibly  this  is  to  provide  checks  and  verification 
on  the  accuracy  of  the  data  contained  in  the  HEGIS  report,  but  In 
reality  it  simply  adds  to  the  overall  paperwork  burden  of  the 
University. 

The  Commission  has  worked  actively  with  the  University  to 
develop  a  computerized  data  base  to  facilitate  HEGIS  reporting. 
This  assistance  has,  of  course,  been  useful  to  the  University  with 
its  large  mainframe  capability  and  its  large  data  processing  staff; 
on  the  other  hand,  smaller  state  institutions  and  private  colleges 
which  do  not  have  access  to  similar  data-processing  technologies 
are  at  a  distinct  disadvantage  in  utilizing  the  Commission's 
computer-based  approach  to  meeting  this  reporting  responsibility. 
The  other  major  type  of  general  statistical  report  Involves 
the  three  surveys  covering  employment,  wages,  and  salaries.   One  of 
the  problems  with  general  statistical  surveys,  i.e.  data  collection 
efforts  not  tied  to  the  accomplishment  of  any  specific  program 
objectives  or  tasks,  is  the  tendency  to  gather  data  simply  because 
you  have  a  survey  Instrument  in  the  field,  regardless  of  whether 
it  is  necessary  or  not.   This  problem  is  compounded  when  more  than 


1059 


one  requesting  agency  becomes  involved  in  general  data  collection 
in  a  given  policy  area.   The  three  employment  surveys  listed  in 
Figure  8-11  are  a  classic  example  of  three  different  Federal  agencies, 
each  collecting  the  same  type  of  data,  because  there  exists  no 
clearinghouse  or  data  directory  which  would  indicate  those  sta- 
tistical data  resources  are  already  being  collected  by  Federal 
sources. 

Finally  one  aspect  of  the  National  Science  Foundation's  Survey 
is  worth  noting.   This  annual  report  contains  a  section  in  which  the 
respondent  is  asked  to  indicate  any  suggestions  for  improving  the 
Survey.   One  hopes,  of  course,  that  this  item  reflects  a  desire  on 
the  part  of  the  Foundation  to  explore  every  possibility  for  im- 
proving the  reporting  activities  and  minimizing  the  burden  on 
respondents.   At  the  same  time,  given  the  open-ended  and  seemingly 
directionless  nature  of  so  many  data  collection  efforts  by  state  and 
federal  agencies,  one  is  tempted  by  the  thought  that  possibly  the 
statistical  officers  of  the  Foundation  are  unsure  themselves  exactly 
why  they  are  gathering  the  data  they  request  and  are  hoping  that 
each  year  some  of  their  respondents  will  give  them  some  useful 
suggestions  as  to  what  to  do  with  these  materials. 

F.   Summary  and  Conclusion. 

As  we  have  emphasized  repeatedly  throughout  this  presentation, 
the  current  report  is  exploratory  in  nature.   The  lack  of  adequate 
time  and  resources  made  it  impossible  for  us  to  undertake  the  type 
of  systematic  study  design  and  field  work  which  would  yield  a 
complete  and  comprehensive  picture  of  the  nature  of  the  reporting 
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requirements  burden  at  the  University  of  South  Carolina.   Thus,  the 
findings  in  the  preceding  pages  must  be  interpreted  with  the  ap- 
propriate degree  of  caution,  but  even  with  this  caveat  in  mind,  the 
evidence  we  have  presented  in  this  report  makes  it  clear  that  the 
paperwork  burden  imposed  on  the  University  by  external  reporting 
requirements  is  of  enormous  dimensions  and  growing  all  the  time. 

In  five  offices  of  the  University,  Affirmative  Action,  Statisti- 
cal Reporting,  Research,  Grants  and  Contract  Accounting,  and  Student 
Financial  Aid,  personnel  are  employed  solely  for  the  purpose  of 
complying  with  Federal  and  state  paperwork  requirements.  And  this 
piece  of  data  is  but  the  tip  of  the  iceberg,  for  it  takes  no 
account  of  the  countless  hours  contributed  by  Personnel  Services, 
the  Budget  Office,  the  Computer  Services  Division,  the  Registrar's 
Office,  the  Vice-President  of  Instruction,  various  deans  and  depart- 
ment chairmen,  to  name  just  a  few,'  in  order  to  compile,  summarize, 
and  transmit  data  necessary  for  compliance  with  externally  imposed 

4 

reports. 

Accordingly,  while  the  data  we  have  gathered  do  not  permit  us 
to  make  any  definitive  recommendations  on  steps  to  reduce  the  paper- 
work burden  at  the  University  of  South  Carolina,  these  findings 
clearly  lead  to  certain  conclusions  regarding  the  nature  and  scope 
of  this  problem  within  the  state  university  setting.   For  purposes 
of  discussion  these  conclusions  can  be  divided  into  two  groups; 
(a)  those  involving  actions  by  the  requesting  agency  which  ex- 
ascerbate  the  paperwork  burden  for  the  University,  and  (b)  those 
factors  internal  to  the  institution  which  complicate  the  reporting 


1061 

process  and  thereby  Increase  the  cost  of  meeting  the  requirements. 

External  Factors 

(1)  Unnecessary  Reports 

There  are  several  dimensions  to  this  problem  of  unnecessary 
reporting.   Sometimes  it  is  a  question  of  demanding  data  too  frequaitly, 
e.g.  monthly  or  quarterly  when  annual  or  biennial  reports  would 
suffice.   In  other  instances,  it  is  not  so  much  a  question  of  the 
content  of  the  reports  but  the  process  itself;  too  many  steps  are 
required  with  too  many  offices  involved  in  handling  the  data.  And 
then,  in  some  cases,  the  reports  are  simply  unnecessary.   Far  too 
often  it  appears  that  external  agencies  require  the  University  to 
report  information  on  their  activities  when  standard  post-audit 
reviews  of  University  records  and  operations  would  suffice  for 
insuring  that  proper  management  goals  are  being  met.   This  has 
traditionally  been  a  problem  in  the  social  programs  and  grant  and 
contracting  areas,  and  it  is  increasingly  becoming  a  problem  in  the 
administrative  compliance  domain. 

(2)  Duplication  of  Reports 

Previous  research  by  the  Commission  on  Federal  Paperwork  has 
indicated  that  while  duplication  and  overlapping  in  reporting 
requirements  remain  a  problem,  it  is  generic  duplication,  i.e. 
requesting  very  similar  but  slightly  different  data  elements,  which 
is  the  greatest  source  of  frustration  and  increased  costs  for 
responding  agencies.   The  evidence  we  have  gathered  suggests 
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that  this  problem  of  generic  duplication  continues  unabated  at  the 
University  of  South  Carolina,  particularly  in  the  areas  of  Social 
Programs,  Student  Aid,  and  General  Statistical  Information. 

(3)  Standardization  of  Data  Elements 

In  a  fashion  this  is  the  other  side  of  the  coin  from  the  generic 
duplication  issue.   Under  any  circumstances  it  will  not  be  possible 
to  eliminate  all  instances  of  duplicate  reporting  requirements.   In 
some  cases,  security  and  privacy  considerations  will  prevent  the 
sharing  of  data  among  requesting  agencies;  in  other  Instances,  the 
cost  of  establishing  a  large-scale  information  system  to  facilitate 
sharing  may  outweigh  the  cost  of  recollecting  the  data.   What  can  be 
done,  however,  is  to  insure  that  steps  are  taken  to  minimize  the 
cost  of  reporting  for  the  responding  agency,  and  a  major  contribution 
in  this  area  would  be  to  develop  standardized  definitions  for  commonly 
used  data  elements  (e.g.  an  FTE  (full-time  equivalent)  student). 

There  is  another  aspect  of  this  problem  which  is  also  worth 
noting,  that  is,  the  difference  between  data  elements  and  indices. 
In  many  cases,  the  information  which  requesting  agencies  want 
requires  the  use  of  some  type  of  rate  or  index  measure  of  the 
phenomenon  in  question.   Inevitably  these  rates  or  indices  are 
derived  from  a  set  of  common  data  elements ,  but  their  tabulation  and 
calculation  requires  another  costly  step  in  the  reporting  process 
for  responding  agencies.   If  agreement  could  be  reached  among 
federal  and  state  agencies  on  a  standard  set  of  data  elements  in  a 
given  policy  area,  then  requesting  agencies  could  be  required  to 
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ask  only  for  the  "standardized  data  elements"  from  which  they 
could  calculate  their  own  rates  or  indices,  at  their  cost.   If  they 
requested  data  elements  outside  the  defined  set,  then  they  would  be 
required  to  reimburse  the  responding  agency  for  the  cost  of 
generating  them.   In  the  context  of  various  proposals  for  budgeting 
the  information  resource,  this  approach  would  locate  the  "cost"  of 
information  generation  within  the  program  area  where  that  information 
is  needed.   If  the  program  objectives  can  not  justify  the  cost  of 
generating  the  information,  presumably  it  will  be  easier  to  identify 
this  discrepancy  than  under  the  current  system  wherein  the  costs 
can  be  passed  off  to  other  organizations. 

(4)  Unscheduled  Reporting  Requirements 

Requirements  for  the  periodic  transmission  of  data,  while  they 
may  be  burdensome  to  an  institution,  can  at  least  be  planned  for, 
with  the  consequence  that  their  disruptive  effects  can  be  minimized. 
In  addition,  adequate  planning  and  notice  enables  an  institution  to 
report  more  accurately  the  data  which  are  requested.   All  too  often, 
however,  the  University  is  subjected  to  random,  short-term  requests 
for  data  both  from  federal  and  state  sources.  While  not  restricted 
to  these  two  areas,  these  types  of  requests  appear  to  have  been 
most  common  in  the  Social  Programs  and  Administrative  Compliance 
areas . 

(5)  Inadequate  Instructions  and  Guidance 

We  noted  earlier  in  this  chapter  how  the  long  experience  in 
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dealing  with  federal  fiscal  reports  had  resulted  in  well-defined 
procedures  and  mechanisms  for  "rendering  unto  Caesar  the  things  that 
are  Caesar's."  Thus  said,  we  certainly  can  not  expect  that  the  many 
reporting  requirements  of  more  recent  vintage  which  we  have  reviewed 
in  this  report  should  operate  with  the  same  degree  of  finesse.   It 
remains,  however,  that  we  have  found  many  Instances  In  which  desire 
to  obtain  the  facts  apparently  prevented  the  statistical  officers 
of  the  requesting  agency  from  defining  adequately  what  facts  they 
wanted  and  how  the  respondents  should  provide  them.  Again,  although 
this  particular  anomoly  has  been  observed  In  almost  all  of  the 
functional  reporting  areas,  it  appears  to  be  particularly  character- 
istic of  the  Administrative  Compliance  and  Social  Programs  areas. 

(6)  External  Reporting  Goals  vs.  Internal  Management  Objectives 
In  a  sense  this  last  "external"  factor  is  really  a  blend  of 
the  external  dynamics  of  the  "reporting  requirement"  process.   It 
seems  a  simple  fact  that  the  larger  the  gap  between  the  (inherent) 
goals  of  the  external  reporting  requirements  and  the  internal  manage- 
ment and  operating  goals  of  the  responding  agency,  the  more  burden- 
some, frustrating,  and  costly  those  requirements  will  be  to  implement. 
What  Is  not  so  self-evident  are  the  areas  in  which  these  gaps  and 
discrepancies  appear.   One  might  presume  that  the  requirement  to 
surrender  payroll  taxes  and  other  fees  to  the  federal  government's 
treasury  would  be  so  at  variance  with  the  institution's  goal  of 
maximizing  its  budgetary  resources  that  the  fiscal  revenue  programs 
would  be  a  never-ending  source  of  conflict  and  disagreement.   In 
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point  of  fact,  however,  the  operational  requirements  for  fiscal 
revenue  reporting  provide  a  rather  close  fit  with  the  institution's 
own  record-keeping  objectives  for  personnel,  payroll,  and  purchasing. 
As  a  result,  these  external  requirements  are  absorbed  quite  readily, 
just  as,  we  speculate,  the  newer  personnel  and  fiscal  accountability 
systems,  being  established  by  the  state  government,  will  be. 

On  the  other  side  of  the  ledger  are  the  Social  Program  reporting 
requirements.   Given  the  traditional  image  of  a  university  as  a 
citadel  of  liberalism,  one  might  expect  that  the  institutional 
response  of  a  university  to  these  reporting  requirements  would  be 
one  of  willing  and  flexible  compliance.   The  facts,  of  course, 
indicate  otherwise  for  the  University  of  South  Carolina  as  well  as 
for  the  other  colleges  and  universities  which  have  been  studied. 

Assuming,  as  we  do,  that  the  proponents  of  these  Social 
Programs  are  not  going  to  agree  to  a  disbanding  of  their  compliance 
requirements  and  mechanisms  anytime  soon,  it  seems  evident  that  more 
thought  must  be  given  to  how  we  can  bridge  the  gap  between  these 
politically  agreed  upon  social  goals  and  the  more  particularized 
goals  which  govern  the  day-to-day  operation  and  management  of 
colleges,  universities,  and  similar  institutions  in  our  society. 

Internal  Factors 

(7)  Internal  Organization 

While  it  would  be  difficult  to  find  any  administrator,  or  even 
a  line  staff  member,  who  was  entirely  oblivious  to  the  constraints 
and  burdens  imposed  upon  the  University  by  external  reporting  re- 
quirements, it  is  equally  clear  that  in  some  areas  of  the  insti- 
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tutlon  the  full  implications  of  the  externally  generated  paperwork 
burden  have  not  been  sufficiently  considered.   As  a  consequence, 
there  are  some  areas  within  the  University  in  which  a  review  and 
assessment  of  existing  procedures  would  probably  suggest  steps  that 
could  lead  to  a  better  Internal  organization  in  order  to  respond 
more  efficiently  to  the  paperwork  demands  within  the  context  of 
existing  resources. 

(8)  Underfunded  Offices 

We  should  add,  however,  that  there  are  limits  to  the  potential 
for  easing  the  paperwork  burden  through  increased  operating  efficiency. 
It  seems  evident  that  in  some  cases  administrative  and  operating  staff 
are  being  expected  to  respond  to  reporting  requirements  with  in- 
sufficient resources  to  accomplish  their  assigned  task. 

In  this  regard,  it  is  worth  considering  the  issue  of  "reim- 
bursements." Although  this  is  not  a  common  practice,  the  precedent 
for  it  has  been  established  in  some  reporting  areas.  While  space 
limitations  do  not  permit  a  discussion  of  when  and  where  "reim- 
bursement" provisions  should  be  instituted,  or  whether  reimbursement 
should  come  externally  from  the  requesting  agency  or  internally  from 
the  central  administration  of  the  responding  agency,  we  do  wish  to 
emphasize  that  the  principle  underlying  the  concept  of  "reimburse- 
ment" is  the  important  issue  —  information  is  not  a  free  good. 
It  takes  people,  money,  and  material  to  produce,  maintain,  and 
disseminate  data.   Thus,  whether  or  not  the  requesting  agencies 
offer  to  provide  reimbursement  for  the  costs  of  handling  records 
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and  reports  or  whether  or  not  that  reimbursement  is  adequate  to 
cover  those  costs,  the  administration  of  the  responding  agency  must 
recognize  that  those  costs  are  real,  and  that  they  can  not  be  swept 
under  the  all-inclusive  rug  of  "overhead"  expenses. 

(9)  Inability  to  Measure  Costs. 

Probably  the  most  compelling  impression  that  one  derives  from 
the  findings  we  have  presented  in  this  report  is  that  despite  all 
the  data  we  have  gathered,  we  still  do  not  have  precise  enough 
measures  of  the  reporting  process  to  satisfy  ourselves  that  we 
know  where  the  most  important  problems  lie  or,  alternatively,  that 
we  know  what  strategies  could  be  adopted  which  would  ease  the 
burden  rather  than  make  it  worse.   This  situation  is  not  surprising 
when  one  considers  the  budgetary  approach  traditionally  taken 
toward  information  which  we  described  in  Section  II  of  this  report. 
At  this  point  we  simply  wish  to  reemphaslze  that  any  meaningful, 
long-term  solution  to  the  externally  imposed  paperwork  burden  will 
undoubtedly  derive  from  the  actions  taken  and  the  demands  made  by 
management  of  the  responding  agencies.   And,  that  management  will 
not  be  able  to  take  the  appropriate  actions  or  press  with  sufficient 
vigor  their  demands  unless  and  until  they  can  adequately  assess  the 
value/use/cost  ratios  of  the  information  which  they  process  on  their 
own  behalf  or  at  the  behest  of  others. 
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IV  Conclusions  and  Recommendations 

Conclusion  1  —  Information  as  a  Resource 

The  University  collects  enormous  quantities  of  information  for 
instructional  research  and  internal  management  purposes.   The  Uni- 
versity also  generates  large  quantities  and  diverse  types  of  infor- 
mation as  a  result  of  its  own  activities  and  the  individual  efforts 
of  scholars,  researchers  and  students.   The  capital  and  operating 
investments  in  establishing  and  maintaining  these  information  flows 
are  increasingly  expensive. 

Given  a  quickly  rising  "Information  flood"  from  both  within  and 
without,  the  University  is  faced,  we  think,  with  four  options: 

(1)  Turning  off  the  faucet. 

One  institutional  response  to  the  information  flood  is  to 
reduce  the  flow  of  information  from  without  and  to  control  the 
production  of  information  from  within.   Thus,  restrictions  can  be 
placed  on  book  and  periodical  acquisitions  by  the  library ;  on  the 
support  which  the  University  will  provide  to  Its  scholars  and 
researchers  for  certain  costly  forms  of  research  activity;  and  on 
its  internal  management  staff  in  terms  of  limitations  on  the  de- 
velopment of  new  and  better  information  services  and  systems.   In 
effect,  this  option  provides  a  "quick  and  dirty"  approach  to  the 
Information  management  problem. 

(2)  Delegating  work. 

An  alternative  option  to  the  information  flood  problem  is  to 
delegate  to  new  offices,  units  and  services  the  work  which  cannot  be 
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handled  by  the  existing  structure.   In  the  face  of  increasing  lack 
of  control  over  information  production  and  demands,  the  institution 
might  respond  by  simply  adding  on  new  people  or  units  to  handle 
information  flows.   In  many  ways,  the  University  is  already  re- 
sponding in  this  way  with  regard  to  federal  reporting  requirements 
and  the  need  to  hire  individuals  whose  main  task  it  is  to  respond 
to  these  requirements. 
(3)  Procrastination. 

Information  users  may  develop  ways  of  at  least  appearing  to 
perform  adequately  even  though  they  are  unable  to  keep  in  touch 
with  the  information  that  is  relevant  to  their  tasks  as  teachers, 
researchers,  or  administrators. 

(A)  More  Effectively  Managing  Information  Resources. 
This  is  the  course  of  action  with  which  we  have  primarily  been 
concerned.   It  is  based  on  the  fundamental  notion  that  information 
is  a  key  resource  in  the  University  whose  management  for  research, 
educational  and  internal  management  purposes  is  a  necessity.   The 
University  can  no  longer  avoid  a  critical  and  systematic  examination 
of  its  information  processes  and  data  resources  and  to  assess  their 
effectiveness  in  promoting  the  basic  missions  of  the  institution  for 
education,  research  and  public  service.   Data  and  information  resources 
are  presently  fragmented ,  dispersed  and  compartmentalized  among  a 
wide  variety  of  organizational  and  functional  units  and  departments. 
In  effect,  the  University  really  has  no  complete  picture  of  its 
current  information  resources  and  the  way  these  resources  are  being 
utilized  for  research,  education  and  internal  management  purposes. 
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Thus,  the  University  is  information-poor  about  the  use,  nature,  and 
value  of  its  information  resources. 

Recommendation  1 

As  a  start ,  the  University  could  undertake  a  survey  and  inventory 
of  its  existing  information  resources  in  the  areas  of  research,  in- 
struction, and  internal  management.   Such  information  could  provide 
the  baseline  for  any  efforts  aimed  at  planning,  evaluating,  de- 
veloping, and  budgeting  information  resources  more  effectively. 

Conclusion  2  —  Need  for  Information  Management 

This  and  other  studies  and  reports  have  concluded  that  efforts 
to  reduce  the  paperwork  and  record  burdens  on  the  University  need 
to  focus  not  only  on  the  control  of  physical  documents  and  files, 
but,  more  importantly,  on  the  data  and  information  content  of 
reports,  records,  files,  systems  and  services.   As  we  suggested  in 
Section  I  of  this  Report,  traditionally,  administrators  have  focused 
on  developing  more  efficient  ways  to  simplify  and  mechanize  document 
production  and  handling.   Improvements  in  this  area  have  usually  em- 
phasized the  use  of  modem  information  handling  and  communications 
technology  such  as  computers,  microfilm,  word  processing,  and  tele- 
communications devices.   To  a  great  extent,  organizational  members 
have  continued  generating,  maintaining  and  disseminating  data  and 
information  as  they  did  before.   Usually,  reform  efforts  have  not 
focused  on  the  content  of  the  paperwork  and  information  systems  and 
whether  they  are  essential  or  necessary  in  the  first  place.   Very 
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little  attention  has  been  given  to  the  use  and  value  dimensions  of 
information  management. 

Recommendation  2 

Following  our  analysis  in  Section  I  of  this  Report,  we  would 
recommend  the  introduction  of  a  new  concept  of  Information  Manage- 
ment to  bridge  the  gap  between  the  management  of  data  resources  and 
information  processing  in  the  University.   Such  a  concept  is  intended 
to  shift  attention  from  a  concern  simply  with  records  and  reports  or 
with  computers  and  other  hardware  and  to  tie  the  latter  to  a  concern 
with  informantion  use  and  value  for  organizational  members  and 
managers.   Thus,  our  concept  of  Information  Management  is  directed  at 
moving  away  from  the  permissive,  laissez-faire  approach  to  information 
collection,  maintenance  and  use  and  to  moving  toward  a  notion  of 
coordinated  use  of  information  and  supporting  technologies  as  valued 
resources. 

Conclusion  3  —  Budgeting  the  Data  Resources  More  Effectively 

As  we  suggested  in  Section  II  of  this  Report,  the  current 
practice  of  budgeting  the  information  resources  of  the  University 
in  the  incremental  mode  is  seriously  deficient.   Not  only  do  most 
information  costs  get  incorporated  as  "overhead"  in  the  existing 
scheme,  but,  more  importantly,  information  tends  to  be  treated  as  a 
free  good.   The  consequences  of  this  attitude  for  the  management  of 
information  resources  and  related  technologies  are  many.   A  principal 
result  is  to  treat  organizational  resources  that  are  dedicated  to 
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Information  collection,  maintenance  and  use  very  permissively. 
Little  accountability  is  demanded  for  the  use  and  development  of 
information  resources  except  where  expenditures  are  needed  for 
"tangible"  items  such  as  personnel  positions,  equipment,  supplies, 
and  rentals.   Even  in  the  latter  areas,  the  level  of  accountability 
is  very  general.   Expenditures  for  information  resources  tend  to 
be  "lumped"  together  with  other  resource  -  expenditures .  Apart  from 
the  broad  categories  of  telephone  and  telegraph,  data  processing, 
mail  and  messenger  service  and  library  books,  there  is  little 
specific  and  explicit  cost  accounting  for  information  production 
and  use  within  the  University.   Policies  and  procedures  governing  the 
use  of  information  resources  and  their  costs  tend  to  be  informal  and 
unsystematic.   Largely,  they  have  developed  on  an  ad  hoc  basis  to 
deal  with  specific  problems  or  issues. 

Recommendation  3 

As  we  suggested  in  Section  II  of  this  Report,  the  University 
could  make  definite  efforts  to  budge  t  its  information  resources  in 
the  value/use  mode.   The  latter  approach  offers  the  best  avenue  for 
significant  gains  to  be  made  in  assessing  the  actual  costs  of  infor- 
mation production  and  use  and  for  moving  to  a  situation  where  infor- 
mation use  and  costs  can  be  linked  to  information  value  for  organi- 
zational members. 

As  a  point  of  departure,  specific  studies  could  be  initiated 
through  the  University's  Budget  Office  to  assess  the  adequacy  and 
limitations  of  the  current  cost  reporting  system  and  to  suggest  areas 
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where  low-cost,  relatively  straightforward  improvements  could  be  made 
to  "capture"  more  information  about  data  resource  costs.   In  addition, 
in  line  with  Recommendation  1  concerning  an  inventory  or  survey  of 
information  resources,  a  follow-up  effort  could  be  initiated  which 
would  focus  on  assessing  the  costs  of  the  information  resources  identi- 
fied and  begin  the  process  of  developing  techniques  and  principles 
to  capture  such  costs  on  a  routine  basis.   An  important  area  in  which 
to  begin  such  a  study  might  be  in  the  context  of  assessing  the  true 
costs  of  external  reporting  requirements  on  the  University.   Such  a 
study  might  for  the  first  time  detail  accurately  the  extensive  array 
of  hidden  and  uncompensated  costs  a  large  state  university  must  bear. 

Conclusion  4  —  The  Scope  and  Burden  of  External  Reporting  Requirements 

Section  III  of  this  Report  reviewed  in  detail  the  scope  and  nature 
of  federal,  state  and  local  reporting  requirements  on  the  University. 
The  major  findings  of  this  Section  of  the  Report  lead  to  the  con- 
clusion that  the  burden  of  external  reporting  requirements  derives 
from  both  internal  and  external  factors.   That  is,  while  we  have 
suggested  that  the  burdens  and  costs  of  reporting  requirments  do  stem 
from  duplicative  and  uncoordinated  demands  by  state  and  federal 
agencies  on  the  University,  we  have  also  observed  a  number  of  areas 
where  internal  changes  and  improvements  in  the  manner  in  which  the 
University  responds  to  such  requirements  could  have  large  payoffs  in 
reduced  costs  and  ease  of  recordkeeping  and  report  production. 
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Recommendation  4 

As  a  follow-up  to  the  current  study,  the  University  could  move 
In  two  directions.   First,  the  University  could  review  its  internal 
procedures  for  gathering  data  and  preparing  reports  in  order  to 
identify  areas  where  the  reporting  process  could  be  made  more  ef- 
ficient and  less  burdensome  to  the  institution  and  its  staff. 
Second,  in  line  with  Recommendation  3,  the  University  could,  in 
concert  with  other  universities  and  colleges,  make  known  to  state 
and  federal  policymakers  the  true  scope,  burden  and  costs  of  state 
and  federal  reporting  requirements. 

Conclusion  5  —  Implications  of  Information  Management  in  the  Public 
Sector  for  Curriculum  Development  and  Training 
The  state  university  is  in  the  unique  position  of  being  both 
a  practioner  and  promoter  of  information  management  in  the  public 
sector.   Up  to  this  point,  we  have  highlighted  the  University's 
role  as  a  practitioner  of  Information  management.   However,  the 
University's  responsibilities  for  instruction  and  continuing  edu- 
cation suggest  an  additional  role  for  such  an  institution  as  a 
promoter  of  the  concern  with  treating  information  as  a  resource  in 
our  society. 

Typically,  current  course  work  and  continuing  education  or  in- 
service  learning  programs  have  emphasized  the  data  resource  and  data 
processing  side  of  information  management  in  a  diverse  array  of 
course  offerings  throughout  the  institution.   Little,  if  any. 
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attention  has  been  given  to  the  information  processing  side  of  infor- 
mation management  and  to  the  influence  of  non-technical  factors  like 
management  style,  organizational  development,  and  human  relations 
which  can  so  heavily  influence  the  quality  of  the  information 
processing.   As  we  suggested  in  Section  I  of  this  Report,  the  de- 
velopment and  maintenance  of  effective  policies  for  information 
management  will,  in  great  measure,  depend  on  the  availability  within 
public  organizations  of  personnel  whose  perspectives,  education,  and 
backgrounds  enable  them  to  perceive  the  role  of  information  in 
relation  to  the  management,  staff,  and  operating  functions  of  the 
organization.   While  some  of  this  background  and  perspective  can  be 
gained  on-the-job,  there  is  clearly  a  significant  contribution  which 
can  be  made  through  the  instructional  programs  of  colleges  and  uni- 
versities. 

Recommendation  5 

Colleges  and  universities,  like  the  University  of  South  Carolina 
could  review  their  existing  curriculum,  particularly  in  the  areas  of 
public  administration  and  public  policy,  and  determine  which  changes 
and  additions  to  their  course  offerings  would  enable  them  to  better 
prepare  young  men  and  women  to  deal  with  the  problems  of  information 
management  in  the  public  sector.   In  addition,  careful  consideration 
should  also  be  given  the  types  of  continuing  education  programs  which 
would  enhance  the  abilities  of  in-service  professionals  to  deal  with 
these  issues. 
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Conclusion  6  —  Level  of  Current  Knowledge  and  Experience  with 
Information  Management  In  the  Public  Sector 
As  we  suggested  at  the  end  of  Section  I  of  this  Report,  the 
concept  of  information  management  covers  a  broad  range  of  activities 
in  the  organization  which  have  traditionally  been  viewed  as  separate 
and  distinct.   Our  concept  of  information  management  moves  beyond 
simply  a  concern  with  paperwork,  records  and  data  processing  equip- 
ment to  a  broader,  more  coordinated  picture  of  the  process  of  infor- 
mation production  and  exchange  in  the  organization.   Such  a  view 
entails  a  perspective  on  the  process   of  information  use  and  value 
that  is  generalist  in  character.   Information  management,  as  we 
suggested  earlier,  implies  a  broad  multidisciplinary,  if  not  inter- 
disciplinary, view  of  information  processing  and  data  resource 
management  in  the  organization. 

We  have,  therefore,  a  strong  intuitive  feeling  about  the 
directions  to  go  with  this  concern  and  its  propriety  and  relevance; 
however,  there  has  yet  to  evolve  a  body  of  principles  and  techniques 
which  can  move  us  from  promise  to  reality.   Such  a  broad  concept,  as 
we  have  articulated  here,  is  unlikely  to  evolve  full  blown.   There 
is  a  definite  need  for  further  conceptual  and  methodological  work  to 
develop  an  adequate  body  of  policy-related  research  before  this 
concept  can  be  applied  fully  to  organizations  like  the  University  of 
South  Carolina. 

Recommendation  6 

We  strongly  urge  the  development  of  an  active  research  program 
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of  Information  Management  in  Public  Administration  which  could  ex- 
plore the  full  range  of  theoretical,  methodological  and  practical 
issues  and  questions  in  this  area.   We  suggest  as  well  that  the 
Commission  on  Federal  Paperwork  recommend  to  the  Congress  and  the 
President  the  need  for  such  an  activity  as  an  investment  in  the 
future  development  of  a  viable  information  management  program  and 
function  in  the  public  sector. 

Footnotes 


We  have  adopted  these  four  options  from  Forest  W.  Horton,  Jr. , 
How  to  Harness  Information  Resources;   A  Systems  Approach  (Association 
for  Systems  Management,  Cleveland,  1974),  p.  6. 
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Appendix  A:   Description  of  Research  Site 

The  University  of  South  Carolina  is  a  state-supported  coedu- 
cational institution,  the  largest  of  twelve  publicly  supported 
colleges  and  universities  in  the  state.   Its  222  acre  main  campus 
is  located  in  the  state's  capital  city,  Columbia.   Academically,  the 
University  consists  of  seventeen  schools  and  colleges  offering 
degree  programs  at  the  associate,  baccalaureate,  master's,  and 
doctoral  levels.   A  major  new  component  of  the  University's  In- 
structional program  will  be  inaugurated  in  the  Fall  of  1977  with 
the  admission  of  the  first  class  to  the  University's  new  Medical 
School.   A  faculty  of  1,550  serves  a  student  body  of  over  20,000 
on  the  main  campus  in  Columbia  and  more  than  6,500  on  the  eight 
regional  campuses  located  throughout  the  state.   In  addition,  the 
University  offers  courses  for  the  first  two  years  of  baccalaureate 
study  at  six  different  military  bases  in  South  Carolina. 

A  financial  profile  for  the  University  during  the  past  fiscal 
year  (FY76)  is  given  in  Figure  1.   The  reader  will  note  that  a  major 
portion  of  the  institutions  funding  (fully  two-thirds)  iS'  derived 
from  state  revenue.   The  second  major  source  of  income  for  the  Uni- 
versity is  tuition  and  fees  which  represents  18%  of  its  funding. 
Federal  support  for  all  purposes,  including  research,  constitutes 
only  ten  percent  of  the  University's  overall  budget. 
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Figure  1:   Financial  Profile  of  the  University  oj- 

South  Carolina,  Sources  of  Funding,  1975-76. 

Source  Amount 


Tuition  and  Fees  $13,900,235 

Federal  Government 

-research  3,526,088 

-other  3,889,819 

State  Government  50,013,829 

Local  Government  109,173 

Endowment  Earnings  148,317 

Private  Gifts  and  Grants  2,134,388 

Other  Sources  2,660.198 

$76,332,047 


(Taken  from  the  Annual  Survey  of  Educational  Institutions 
by  the  Council  for  Financial  Aid  to  Education,  New  York, 
N.Y.,  1976) 
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Appendix  B:   Organizational  Chart  of 
the  University  of  South  Carolina 

Comments : 

The  organizational  chart  of  the  University  of  South  Carolina 
takes  up  42  pages  of  its  Policies  and  Procedures  Manual.   For  the 
purposes  of  brevity  and  economy,  we  have  excerpted  those  sections 
of  the  organizational  chart  which  are  directly  relevant  to  this 
study.  We  have  not  Included  references  (1)  to  the  administrative 
sub-units  (2)  to  the  specific  organizational  structures  of  the 
regional  campuses,  and  (3)  to  the  breakdown  of  departments  and  units 
within  each  college  or  school. 
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UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  AND  PROCEDURES 


I.  ORGANIZATION  AND  GENERAL  POLICIES 


SUBJECT:       UNIVERSITY  ORGANIZATION,  GENERAL 


Number  C  1.00 


William  H.  Patterson 


Issued  by  ~"~ 

President 


Date 


Oittce 

7-14-75  (rev.) 


BOARD  OF  TRUSTEES 

Cfia-iinan    T   Eiton  MdfLhanl 

ViteChairiTian   James  W.  Co'hran 

Sn-relary    Gcorqe  Curry 


PRESIDENT 
Witliarr^  H.  Pattsrson 


Asststan't  lo  Provosi 
Donna  Preilv 

Prowosl 
Kk-iih  E.  Davis 

Ai.3'lemi(.  Plonmng  QflitCf 
PqiiI  P    FiUier 

Dean  of  ih.'  Gradujre  School 
George  M.  Reeves 


Dean  of  Learning  Resources 
Jay  C.  Smiih 


Vice  President 

tntTrucfion 

William  H. 

Wesson 


Vice  President 

Cont.  Education 

Research 

Regional 

Campus** 

H.  Witiard 

Davit 


Exet:ui<vL*  Assisiani  lo  Prti^Klcm  and 
Unrvcrs'ty  C::t;reirry    George  Curry 

Assistant  to  President 
Barry  H    RosL-n 

Legal  Alfairsanil  Lirytsiaiiun 

P    Michael  Gner 

Phtiio  Grose 

Alfirmarwe  Action  Officer 
Anna  S    Durham 

Ombudsman 
Nancy  Ashmore 


Oi'in  of  Medical  College 
W.  N-  Adams  Smith 


Vice  President 

Health  Affairs 

W.  N.  Adams 

Smith 


Vice  President 

Student  Affairs 
Jamei  E. 
Campbell 


Vice  Preiidem 

Operations 
Harold  Srunton 


Vice  President 

FirwfKe 
B.  A.  Oaetwyler 


Vice  President 
Adminittretiv* 

Services 
Nicholas  P. 

Mitchell 
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UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  AND  PROCEDURES 


I.  ORGANIZATION  AND  GENERAL  POLICIES 


SUBJECT:     ADMISSIONS  OFFICE 


Number 

CI  .11 

Arthur  S.  W«t 

Issutdby 

Ntm* 

Diractor 

Rata 

OHka 

7-1-76  (r«v.) 

PROVOST 
Keith  E.  Davis 

Director  of  Admiuiont 

Arthurs.  West 

Assistant  Director 
Freshman  Admissions 

John  F.  Bolin 

Diractor  of  Tastini) 
Lucilla  N.  vonKolnitz 

Assistant:  Lucille  Brooks 

Assistant:  A!  Carr 

Assistant  Director 
Transfer  Admissions 


Elizabeth  T.  Wills 


Assistant:  Elizabeth  Purvis 


Field  Representative 

Deborah/:.  Haynes 


Assistant  Director  Raadmisuons 

Sherwood  Stark 


Field  Raprts*ntati< 

Marshall  Winn 
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UNJVERSITY  OF  SOUTH  CAROLSNA 
POLICIES  AND  PROCEDURES 


3.  ORGANSZATION  AND  GENERAL  POLICIES 


SUBJECT:      Finance 


Number      C  2.01 


B.A.    Daetwlgr 


Issued  by  ""^ 

V.  Prea.   -  Finance 

OHin 

Date       q-1-76.  rpvi^grt 


MNANUt 

Vice  President 
Bernard  A.  Daetwylcr 

FISCAL  PLANNING 

1 

1 

PAYROLL 
Director:  Charles  C.  Huffman 

BUDGET  OFFICE 
"  Director:  Robert  W.  Denton 

ACCOUNTING 
Controller:  John  F.  Wood 

TREASURER'S  OFFICE 
Treasurer:  Howard  L.  Rhodes 

PURCHASING 

TRUST  OFFICE 

Director:  Marion  W.  Dantzter 

William  T.  Jervey 

I 


Unit  Buiinen  Manageri 
Accountants 
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UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  AND  PROCEDURES 


I.  ORGANIZATION  AND  GENERAL  POLICIES 


SUBJECT:   OPERATIONS 


Numbar  £ML 


Harold  Brunton 


Inuw)  by  ""^ 

Operatioin 


OHI«a 

Date    11-1-74  (rw.) 


OPERATIONS 
Vie*  Praaidant  HareW  Bnixten 

AUXILIARY  SERVICE 
Asit.  V.P.:  Douglw  firtgtnM 

COMPUTER  SERVICE  CENTER 
Diractor:  Jadi  M.  Coepar 

CAROLINA  COLISEUM 

PERSONNEL  ft  STATISTICAL  REPORTING 
Diractor;  M.O.  Tavannar 

PHYSICAL  PLANT  S  PLANNING 
Diractor  W^.  Turt>«>ill» 

SAFETY.  SECURITY  ft  COMMUNICATIOMi 
Diraetar  Oiani  A.  Kay 

CAMPUS  PLANNING  -  COLUMBIA 

CAMPUS  PLANMNQ  -  REGIONALS 

Diractor;  J.  Edward  i 

ian 

Diractor;  TYiemM  B.  Faria 
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UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  AND  PROCEDURES 


I.  ORGANIZATION  AND  GENERAL  POLICIES 


SUBJECT:     DIVISION  OF  ADMINISTRATIVE  SERVICES 


Numbw    C4.01 


Nicholas  P.  Mitchell 


Issued  by  '*"^ 

Administrative  Services 


Data 


Offic* 
Mayl,  1975 


ADMISSIONS 

Director: 
Arthur  S^  West 


RECORDS 

Director: 
Archie  H.  Porter 


VETERANS  BENEFITS 
OFFICE 

Veterans  Clerk: 
Suellen  White 


DIVISION  OF  ADMINISTRATIVE  SERVICES 
VICE  PRESIDENT: 

Nicholas  P.  Mitchell 


REGISTRATION  & 
COMMENCEMENT 

Director: 

T.  Luther  Gunter 


SPACE  UTILIZATION  & 
CLASSROOM  SCHEDULING 
Coordinator: 
Charles  E.  Boswell 


DEVELOPMENT 

Vice  President: 
C.  Wallace  Martin 


INFORMATION  SERVICES 

Director: 

P.  S.  Huitt.  Jr. 


PLACEMENT 

Director: 

Frank  W.  Johnson 


ALUMNI 

Director: 
Edwin  R.  Little 
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UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  AND  PROCEDURES 


I.  ORGANIZATION  AND  GENERAL  POLICIES 


SUBJECT:     STUDENT  AFFAIRS 


Numbar 


C5.  01 


Jame»  B.  Cambpell 


Data 


ontm 
7176  (TV*.) 


VICE  PRESIDENT  FOR 
STUDENTAFFAIRS: 

Jamaa  B.  Campball 

• 

COUNSELING  AND 
HUMAN  DEVELOP- 
MENT CENTERS  DEAN 

Donild  Simnion 

DEAN  OF 
STUDENTS: 

Robert  Alaxandar 

RESIDENTIAL  LIFE 

SERVICES 

ASSISTANT 

VICE  PRESIDENT: 

Richard  D.  Warti 

HEALTH  SERVICE 
DIRECTOR: 

UaoHlrata 

CAMPUS  RELATIONS 
ASSISTANT  DEAN: 

Manha  Duncan 

STUDENT 

FINANCIAL  AID 

DIRECTOR: 

Martin  McOkt 

UNIVERSITY  UNION 
DIRECTOR: 

ThomaCOfta 

CAREER  PL  ANN)  NO 
AND  PLACSMf  NT 
OIRKTOn 
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UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  AND  PROCEDURES 


I.  ORGAMIZATION  AND  GENERAL  POLICIES 


SUBJECT:      DIVISION  OF  LEARNING  RESOURCES 


Number 


C6.01 


Jay  C.  Smith 


Issued  by 


Date 


Learning  Rewnircat 

OHin 

121-75  (Rev.) 


DIVISION  OF  LEARNING  RESOURCES 

DEAN 

Jay  C.  Smith 


Unnanity 
Litnhm 
Dinctor 

Kenneth  E. 
Toombs 


Unhranity 

Praa 
Oiractor 

Robert  T.  King 


Canter 

for  Media 

Am  Studiee 

Don  Gillis 


Instructianal 
Servioee 
Center 
Director 

Jerry  M. 
Keeter 

OfHce 

1089 


I  UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  ANO  PROCEDURES 


I.  ORGANIZATION  AND  GENERAL  POLICIES 


SUBJECT:    OFFICE  OF  INSTRUCTION 


Numh»      C7.01 
William  I- 

Instruction 
Data 


Jr. 


Offica 

1-15-76  (Rm.) 


OFFICE  OF  INSTRUCTION 

Assoc.  Vica  Pras. 

Vica  Prasidant: 

Alfred  G  Smith  Jr 

William  H.  Wesson,  Jr. 

Acting 

SPECIAL  PROGRAMS 

HONORS  PROGRAM 

2.  Interdisciplinary  Independent  Study 

3.  Self-Study  &  Seminar 

William  Mould 

A»fL  Dain:  Phyllis  Fleishel 
Asft.  Diraetor  H.  Thorne  Comoton 

Paul  Fidler 

1 

■I 

COLLEGE  OF  HUMANITIES 

COLLEGE  OF  BUSINESS 

ANO  SOCIAL  SCIENCES 

ADMINISTRATION 

Chaster  W.  Bain,  Acting  Dean 

Dean:  James  F.  Kane 

Assistant  Oaans: 

Assoc  Daans: 

Jerry  Curry 

John  S.  Harin 

George  Winton 

W.  F.  Putnam 

Astt-DaMis 

R.  L.  Armstrong 

Ada  B.  Thomas 

1 

MJLLEGE  OF  CDUCATtON 

1 
COLLEGE  OF 

1 
COLLEGE  OF 

1 
COLLEGE  OF 

OWK 

ENGINEERING 

GENERAL  STUDIES 

JOURNALISM 

L«on  M.  Lmtinfm 

Oun: 

Daan: 

Otmn: 

Aan-OwK 

Ro«ar  A.  Holtnei 

Hsrry  E.  Varnay 

Alban  T.  Scrowint 

Mar«>r«tBM 

AaocOMn: 

Aat-DaaiK 

AlWcDaM: 

Gvuri  fOamMh 

J.D.Waugh 

J.  Thomai  Davia 
Ronald  R.  Ingta 

BrycaW.  Ruckar 

1 
LAW  CENTER 

I 
COLLEGE  OF 

I - 

COLLEGE  OF 

1 
COLLEGE  OF 

Dmb: 

LIBRARIANSMIP 

SCIEPtCe  ANO  MATH 

80CULW0RK 

RoiMn  W.  Fomr 

D<«<: 

Oaan: 

Oaan: 

AMObOMn: 

Wtyn*  S.  YenaMina 

JjmaaR.Dunf 

Joawii  1.  Hungats.  Jr. 

Hirry  J.  Hayiawonh 

AiM.Oaaa: 
F.  William  SunmMr> 

Aat-DaaiK: 

Danial  J.  Antion 

David  H.Ranbart.  Jr. 

AaocDaan: 
Manall  Cook 

AM.  Oaan: 
Johm  M.  Spanea 

COLLEGE  OF 

NURSING 

Oaan: 

Batty  M.  Johnaon 

A«t.OaaR: 

LoiiWiding 


COLLEGE  OF  PUBLIC 

HEALTH  AND 

ASSOCIATED  HEALTH 

PROGRAMS 

Oaan: 
Rolf  P.  Lynten 


SCHOOL  OF  PUSLIC  HEALTH 
Oaan: 

Rdf  P.  Lynion 


COLLEGE  OF 

PHARMACY 

Oaam 

Juliart  H.  Finctiar 
AnocOtan: 
Larry  O.  Milne 


COLLEGE  OF  HEALTH 

AND 

PHYSICAL  EDUCATION 

Desn: 

WarranGiaa 

AaK.Oaa«: 

Roger  Saraani 


DEPARTMENT  OF  SPEECH 
PATHOLOGY  ANO  AUOIOLOGV 


Cala  M.  Cowen 
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UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  AND  PROCEDURES 


I.  ORGANIZATION  AND  GENERAL  POLICIES 


SUBJECT:     BEAUFORT  REGIONAL  CAMPUS 


Numbw      ^^-  ''I 


H.  Willartt  Davis 
Issued  by  *""" 

Vie?  Prwitianl 


Date 
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7-1-76  (replacement) 


DIRECTOR: 
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ASSISTANT  DIRECTOR 
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ASSISTANT  DIRECTOR 
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FACULTY 


DIRECTOR 

CHILD  DCVELOMIENT 

CENTER 
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UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  AND  PROCEDURES 


I.  ORGANIZATION  AND  GENERAL  POLICIES 


SUBJECT:    FOUR  YEAR  BRANCHES 


Number 


C8.20 


H.  Willard  Davii 
Issued  by  "*"" 

Vice  President 


Date 


Offic* 

7-1-76  (rev.) 


VICE  PRESIDENT 

REGIONAL  CAMPUSES 
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DIRECTOR  OF 
use  AT  AIKEN 

William  C.  Caiocr 


ASSOC.  VICE  PRESIDENT 
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VICE  PRESIDENT  OF 
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Edward  M.  Singlaton 


VICE  PRESIDENT  OF 
use  AT  SPARTANBURG 
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UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  AnO  procedures 


I.  ORGANIZATION  AND  GENERAL  POLICIES 


SUBJECT:      GRADUATE  REGIONAL  CAMPUSES 


Numbar 


C8.30 


H.W.II»rtlD«>i« 


Issued  by 


Data 


Reoional  CampuiM 

Ottita 

7-1-76  (rev.) 


GRADUATE  STUDIES 

Dean 

George  M.  Reeves 
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REGIONAL  CAMPUSES 
Vice  Prnidmit 
H.  Willard  Davis 


COLLEGE  OF 

EDUCATION 

and 

OTHER  DISCIPLINES 
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Coord.  Susan  K.  Edwards 
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GRS  Coord.  William  C.  Caspar 
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GRS  Coord.  Marshall  Parker 
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GRS  Coord.  Elbie  Conard 


SUMTER 
GRS  Coord.  William  Walker 


BEAUFORT 
GRS  Coord.  Larry  Rowland 


LANCASTER 
GRS  Coord.  Pet*  Arnold 
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GRS  Cootd.  Tom  Hawkins 


UNION 
GRS  Coord.  Bitty  Martin 
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COLLEGE 

(Gradual*  Only) 

GRS  Coord.  Hans  Lischka 
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UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  AND  PROCEDURES 


I.  ORGANIZATION  AND  GENERAL  POLICIES 


SUBJECT:      division  OF  CONTINUING  EDUCATION 


Number 


C8.31 


Milton  S.  Biktr 

Issuad  by  ^"^ 

Continuing  Eduation 
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12-1-75  (R«y.) 


DIVISION  OF 

CONTINUING  EDUCATION 

Aainant  Vioa  PraaidMit: 

Milton  S.  Baker 

SPECIAL  ACTIVITIES 
CoordiiMtor:  Franes  Blanton 

EVENING  COLLEGE 
DirMlor:  Bill  Maids 
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Coordinator:  Sylvia  Br«2all 
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Aiahtant  Diractor  Vacant 

CEU*  COORDINATOR 

BOOKKEEPER 

Franen  Blanton 

Lillian  Mixon 

'Continuing  Education  Unit 
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UNIVERSITY  OF  SOUTH  CAROLINA 
POLICIES  AND  PROCEDURES 


I.  ORGANIZATION  AND  GENERAL  POLICIES 


SUBJECT:    DIVISION  OF  HEALTH  AFFAIRS 


Number    C9.01 


W.N.  Adams  Smith 

Issued  by  "'"* 

Health  Affairs 


OtfK 

Date    2-21  75  Rev. 


Colleg*  of  Nursing 

Dean:  Betty  M.  Johnson 


College  of  Public  Health  and 
Auociated  Health  Progrsmi 

Dean:  Rolf  P.  Lynion 


School  of 
Public  Health 

Dean 
Rolf  P.  Lynton 


1 


Diviiion  of  Health  Affairs 


Vice  President 

W.  N.  Adams  Smith 


Department  ot 

Speech  Pathology 

and  Audiology 

Dean;  Gale  N.  Coston 


College  of  Phermecy 

Dean:  Julian  H.  Fincher 


School  of  Health  and 
Physical  Education 

Dean:  Warren  Giese 


School  of  Median* 
Dean:  W.  N.  Adams  Smith 
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Appendix  C:   Budget  Clasalftcation  Codes  of 
the  Unveraity  of  South  Carolina 

51000  Personnel  Service 

51100  Head  of  Institution 

51100  President 

51200  Classified  Positions 

51200  All  classified  positions  except  those  reflected 

below. 
51218  Labor  and  Trades  Personnel 
51230  Building  and  Grounds  Personnel 
51240  Custodial  and  Domestic  Personnel 

51300  Unclassified  Positions 

51300  Unclassified  Administrative  Personnel 

51310  Teaching  Faculty,  Deans,  and  Academic  Department 

Heads 

51311  Part-Time  Teaching  Faculty  -  Non-Field 

51312  Regular  USC  Employees  -  Part-Time  or  Additional 

Teaching  -  Non-Field 

51313  Part-Time  Teaching  Faculty  -  Field 

51314  Regular  USC  Employees  -  Part-Time  or  Additional 
Teaching  -  Field 

51320  Research  Faculty  -  Post-Doctoral  Appointments 

51330  Summer  Faculty 

51340  Professional  Librarians 

Graduate  Assistants  -  Academic  Tear  (For  Budget 
Control  Only) 

51351  Graduate  Teaching  Assistants 

51352  Graduate  Staff  Assistants 

Graduate  Assistants  -  Summer  (For  Budget  Control  Only) 

51361  Graduate  Teaching  -  Summer 

51362  Graduate  Staff  -  Summer 
51390  Other  Unclassified  Personnel 

51400  Special  Payments 

51410  Temporary  Help  -  Non-Student 

51420  Undergraduate  Student  Assistants 

51421  Non-University  Employed  Work-Study  Students 

Royalties  and  Commissions  (For  Budget  Control  Only) 


51431 
51432 
51440 

51451 
51452 
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Appendix  C:   (cont.) 


Coimnlsslons 

Royalties 

Lecturers,  Consultants,  and  Professional  Fees 

Correspondence  Courses  (For  Budget  Control  Only) 

Correspondence  Course  Writing 

Correspondence  Course  Grading 


51500  Overtime  and  Shift  Differential 

51500  Overtime 

51510  Shift  Differential 

52000  Contractual  Services 

52010  Freight,  Express,  and  Deliveries 

52020  Travel 

52021  Consultant  and  Lecturer  Travel 

52022  Field  and  Public  Service  Travel 

52023  Employment  Interview  Travel 

52024  Professional  Travel 

52030  Telephone 

52031  Telephone  Toll  Charges 

52032  Telephone  Equipment 

52033  Telephone  WATS 


52040  Repairs 


52041  Repairs  to  Equipment 

52042  Repairs  to  Equipment 

52043  Repairs  to  Buildings 

52044  Repairs  to  Buildings 


Non-use  Work 
use  Work 
use  Work 
Non-use  Work 


52050  Printing,  Binding,  and  Advertising 

52051  Printing  and  Advertising  -  USC  Work 

52052  Printing  and  Advertising  -  Non-USC  Work 

52060  Utilities 


52061  Power 

52062  Heat 

52063  Water 
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Appendix  C:   (cont.) 

52070  Other  Contractual  Services 

52080  Security  -  Contractual 

52090  Data  Processing  Services  -  Commercial 

52100  Data  Processing  Services  -  State  Operated 

52110  Janitorial  Services  -  Contractual 

52120  Data  Processing  Equipment  Maintenance  Contracts 
53000  Supplies 

53001  Office  Supplies 

53002  Educational  Supplies 

53003  Postage 

53004  Data  Processing  Supplies 

53005  Food  Supplies 

53006  Medical  Supplies 

53008  Motor  Vehicle  Supplies 

53009  Other  Non-Maintenance  Supplies 

53011  Maintenance  Supplies 

53012  Clothing  and  Dry  Goods 

53013  Fuel  Supplies 

5301A  Household,  Laundry  and  Janitorial  Supplies 

53015  Other  Maintenance  Supplies 

54000  Fixed  Charges 

54011  Rents  -  State  Owned  Property 

54012  Rents-  Data  Processing  Equipment 
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Appendix  C:      (cont.) 

54013  Rents  -  Non-Data  Processing  Equipment 

54014  Rents  -  Non-State  Owned  Property 

54015  Rents  -  Other 
54100  Insurance 

54110  Contributions  and  Dues 

54200  Other  Fixed  Charges 
55000  Contingencies 
56000  Equipment 

56001  Medical  Equipment 

56002  Household  Equipment 

56003  Motor  Vehicles  and  Equipment 

56004  Agricultural  Equipment 

56005  Office  Equipment 

56006  Educational  Equipment 

56007  Data  Processing  Equipment 

56008  Aircraft  Equipment 

56009  Other  Equipment 

56020  Library  Books  and  Periodicals 
57000  Permanent  Improvements 

57010  Purchase  of  Lands 

57020  Buildings 

57030  Non-Structural  Improvements 
58000  Debit  Service 

58010  Principal  -  Debt  Service 

58020  Interest  -  Debt  Service 

58030  Cushion  Fund  Reserve 

58040  Service  Charges  -  Debt  Service 
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Appendix  C:   (cont.) 


Special  Expenditure  Codes 
For  Use  in  Non-Appropriated  Activities 

54500  Book  Allowance  -  Participants 

54510  Dependency  Allowance  -  Participants 

54520  Tuition  and  Fees  -  Participants 

54530  Stipends  -  Participants 

54540  Travel  -  Participants 

54550  Scholarships 

54600  Fringe  Benefits 

For  Campus  Shop  Use  Only 

Merchandise  Charges 

59100  Purchase  of  Books  for  Resale 

59101  Purchase  Returns  &  Allow  Books  Bk.  St. 

59102  Purchase  of  Used  Book  for  Resale 

59110  New  Textbooks 

59111  Purchase  Returns  New  Texts 

59120  Used  Textbooks  -  Dealers 

59121  Purchase  Returns  Used  Texts  Dealers 

59130  Used  Textbooks  Students 

59131  Purchase  Returns  Used  Texts  Students 

59140  Trade  General  Books 

59141  Purchase  Returns  Trade  General  Books 

59150  Paper  Backs 

59151  Purchase  Returns  Paperbacks 
59200  Purchase  of  Supplies  for  Resale 

59210  Art  Engineering  Merch. 

59211  Clothing  Merch. 

59212  Gifts  Souvenirs  Merch. 

59213  Health  Beauty  Aids  Merch. 

59214  Records  and  Electronics 

59215  Sundires  Merch. 

59216  Social  Expressions  Merch. 

59217  Sporting  Goods  Merch. 

59218  School  Supplies  Merch. 

59219  Miscellaneous  Merch. 

59980  Son  USC  Overhead 
59990  Overhead 
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[The  following  material  was  submitted  for  the  record  by 
John  J.  Powers,  State  Administrator,  CSCE  Program,  University 
of  South  Carolina^ 


't£*a/^.^^'n 


November  13,  1979 

The  Honorable 

Butler  C.  Derrick,  Jr. 

415  Cannon  House  Office  Bldg. 

Washington,  D.C.  20515 

Dear  Mr.  Derrick: 

It  was  with  pleasure  that  I  attended  the  public  hearing  held  in  Columbia 
yesterday.  I  found  it  to  be  highly  informative  and  instructive. 

I  had  originally  Intended  to  submit  to  you  some  of  my  concerns  with 
reference  to  the  current  debate  surrounding  the  reauthorization  of  the  Higher 
Education  Act  of  1965  as  amended,  and  more  specifically  with  Title  I  under 
that  Act. 

However,  in  view  of  the  full  schedule  with  which  you  were  working,  I  felt 
it  would  be  more  practical  to  mail  you  these  comments.  Should  you.  Chairman 
Boiling,  or  Mr.  Beilenson  desire  any  particular  Information  on  the  administration 
and  operation  of  Title  I  programs  under  the  Higher  Education  Act  in  the  state  of 
South  Carolina,  I  would  be  most  pleased  to  supply  it. 

Please  extend  my  best  regards  to  Chairman  Boiling,  Mr.  Beilenson,  and 
Mr .  Long . 


Sincerely, 


/John  j/  Powers 
State  Administrator 
CSCE  Program 

Spigner  House,  915  Gregg  Street 
University  of  South  Carolina 
Columbia,  South  Carolina  29208 


Congressman  Richard  Boiling 
Congressman  Glllis  Long 
Congressman  Tony  Beilenson 


JJP:rd 
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November  12,  1979 

HIGHER  EDUCATION  ACT  of  1965 
Title  I  —  HEA  (as  amended) 
Current  Legislation  &  Debate 

In  reviewing  the  current  legislation  and  debate  surrounding  the 
reauthorization  of  the  Higher  Education  Act,  It  Is  felt  that  the  current 
allocation  formula  as  emerging  from  the  Subcommittee  on  Postsecondary  Education 
amendment  to  H.R.  5192  dated  September  24,  1979,  merits  close  scrutiny  and 
consideration. 

For  this  purpose,  several  tables  are  attached  which  serve  to  reflect  the 
level  of  funds  with  which  the  state  of  South  Carolina  has  over  the  past  several 
years  operated  in  the  administration  and  implementation  of  a  realistic  and 
viable  program  for  continuing  education  and  community  service  under  Title  I-A. 

Also  attached  Is  a  summary  written  two  years  ago  by  Dr.  Donald  M.  Meyer 
of  the  Connecticut  Board  of  Higher  Education,  which  serves  to  highlight  the 
continuing  concern  of  the  smaller  states  with  an  adequate  funding  base  to 
ensure  that  Title  I  programs  can,  in  fact,  have  some  degree  of  significant 
impact  upon  the  continuance  of  adult  education. 

The  present  concern,  with  respect  to  Title  I  funding,  focuses  on  three 
Interrelated  actions:  (1)  the  combining  of  the  Educational  Information  Center 
functions,  the  1202  Commission  state-wide  planning  functions,  and  the  original 
Title  I-A  functions  under  a  new  Title  I;  (2)  the  low  funding  base  upon  which 
the  new  allocation  formula  is  presently  being  discussed;  and  (3)  the  recommendation 
that  the  "hold-harmless"  clause  be  overlooked  should  the  level  of  appropriations 
be  insufficient  to  apply  the  allocation  formula  while  simultaneously  ensuring 
previous  funding  levels. 

As  can  be  seen  from  Table  I,  the  state  of  South  Carolina,  with  the 
"hold-harmless"  provision  in  effect,  received  $197,085  under  Title  I,  $50,000 
under  the  Educational  Information  Center,  and  $48,077  for  the  1202  Commission 
state-wide  planning  functions,  for  a  total  of  $295,162.  With  the  combining  of  these 
three  functions  under  a  new  Title  I,  as  Is  being  currently  recommended,  it  Is 
felt  the  minimum  funding  base  upon  which  South  Carolina  can  hope  to  contribute 
to  an  increasingly  more  effective  program  under  Title  I  lies  within  the  area 
of  $295,162. 

The  funding  base  that  is  presently  being  considered,  however,  is  much 
lower  than  what  has  been  received  in  the  past  years  (I.e.  a  $60,000  base  for 
the  planning  function,  and  a  $90,000  base  for  the  information  and  continuing 
education  functions). 

-  1  - 
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This  new  lower  funding  base  for  what  is  a  much  more  comprehensive  program 
requirement  under  Title  I,  combined  with  the  recommendation  that  the  "hold- 
harmless"  clause  be  overlooked  would  have  a  highly  adverse  effect  upon  the 
viability  of  Title  I  programs  in  South  Carolina. 

From  a  comparative  standpoint,  even  with  the  "hold-harmless"  clause  in 
effect,  an  increase  in  available  appropriations  for  allocation  to  the  states, 
under  the  previous  formula,  would  go  to  24  out  of  55  participating  "states." 
31  "states"  would  register  a  "zero"  increase.  The  attached  table  of  estimated 
Fiscal  Year  1978  allocations,  using  a  $100,000  base,  and  a  $150,000  base, 
for  comparison  purposes,  displays  this  clearly. 

From  the  present  standpoint,  however,  we  are  facing  not  an  increase, 
but  a  decrease.  Under  this  situation,  the  "hold-harmless"  clause  becomes 
critical  for  the  smaller  states,  such  as  South  Carolina.  More  directly  to  the 
point,  given  the  combination  of  functions  under  the  new  Title  I,  the  "hold- 
harmless"  provision  should  allow  for  that  minimum  level  of  funding  which 
each  of  the  functions  had  previously  received  under  separate  headings,  for 
a  total  minimum  of  $295,162. 

As  can  be  seen,  however,  from  the  attached  Budget  Example,  assuming  a 
National  funding  level  of  $16  million.  South  Carolina  could  expect  to 
receive  approximately  $231,046  for  the  combined  functions,  or  $64,116  less  than 
previous  years  funding  levels. 

Without  the  "hold-harmless"  provision  being  in  effect,  and  the  lower 
level  for  a  base  allocation,  along  with  a  requirement  that  each  state  be 
ratably  reduced  in  its  allocation  should  insufficient  funds  be  available, 
the  smaller  states  could  end  up  with  a  minimal  funding  level  of  $150,000 
for  a  Title  I  with  a  much  more  comprehensive  scope. 

In  summary,  the  need  for  the  "hold-harmless"  clause  is  viewed  as 
imperative  for  program  viability  in  the  smaller  states,  as  is  an  adequate 
minimum  allocation  base. 

The  attached  comments  made  by  Dr.  Meyer  in  late  1977  continue  to  reflect, 
in  substance,  much  of  the  concerns  with  which  the  smaller  states  are  faced. 


Administrator 
CSCE  Program 

Spigner  House,  915  Gregg  Street 
University  of  South  Carolina 
Columbia,  South  Carolina  29208 
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fi    79    APPROPRIATION 


TITLE    I 

EIC 

1203 

TOT 

AL   S 

AJ.iba:aa 

S      227 

171 

S   50,000 

$   53.531 

S       3')0.702 

Al;;ika 

111 

738 

50,000 

32.309 

19^.04  7 

Ari  zona 

170 

899 

50,000 

44.445 

265 

344 

Arkansas 

172 

525 

50,000 

43.662 

266 

187 

California 

1.190 

618 

114,068 

171.777 

1,476 

463 

Colorado 

185 

383 

50,000 

46.780 

282 

163 

Connecticut 

211 

243 

50,000 

50.668 

311 

911 

Delaware 

120 

,623 

50,000 

33.780 

204 

403 

Wash.    U.C. 

127 

161 

50,000 

34,684 

211 

845 

Florida 

',62 

095 

50,000 

86,646 

598 

741 

GeorRia 

2  75 

719 

50,000 

61,576 

387 

295 

Hawaii 

129 

4  72 

50,000 

35.657 

215 

129 

Idaho 

127 

269 

50,000 

35,252 

212 

521 

Illinois 

619 

207 

58,516 

102,967 

780 

690 

Indiana 

293 

920 

50,000 

64,114 

408 

034 

Iowa 

20^ 

164 

50,000 

48,792 

302 

956 

Kansas 

181 

915 

50,000 

45,282 

277 

19  7 

KcnCucV.y 

219 

405 

50,000 

52,127 

321 

5  32 

Louisiana 

235 

008 

50,000 

54,070 

339 

078 

Maine 

137 

057 

50,000 

36,939 

223 

996 

Maryland 

2/.6 

205 

50,000 

57.054 

353 

259 

Massachusetts 

320 

364 

50,000 

68,556 

438 

920 

Michi!;an 

504 

139 

50,000 

88,387 

642 

526 

Minnesota 

240 

029 

50,000 

55,731 

345 

760 

Mississippi 

181 

482 

50,000 

44,648 

2  76 

130 

Mis.-.ouri 

2  71 

451 

50,000 

61,468 

302 

919 

Montana 

125 

860 

50,000 

34,874 

210 

734 

t.'ebrcska 

155 

188 

50,000 

40,152 

245 

340 

Hpvnda 

U-9 

251 

50,000 

33,942 

203 

193 

Hew  l!anpshire 

127 

955 

50,000 

35.333 

213 

288 

H«vj  Jc-rsey 

406 

000 

50,000 

78,303 

534 

303 

New  Ms'-xico 

138 

863 

50,000 

37,290 

226 

153 

New  York 

99  8 

709 

93.455 

149,677 

1.241 

841 

Korth   Carolina 

302 

162 

50,000 

No  CoTimiysion 

352 

162 

North   Dakota 

122 

899 

50,000 

34,185 

207 

CS4 

Ohio 

591 

380 

55,744 

99.336 

746 

460 

Oklahoma 

195 

098 

50,000 

48.158 

293 

256 

Ordr.on 

178 

917 

50,000 

45,363 

2/4 

280 

Pennsylvania 

C.52 

89  8 

61,477 

108,867 

823 

242 

Rhode    Island 

134 

998 

50,000 

36,142 

221 

140 

k  Bouth   Carolina 

197 

085 

50,000 

48,077 

295 

162 

South   Dakota 

124 

560 

50,000 

34,441 

209 

001 

Tennessee 

24  7 

072 

50,000 

57,459 

354 

531 

Texas 

096 

989 

66,740 

109.582 

873 

311 

Utah 

140 

705 

50,000 

37,371 

228 

076 

Vermont 

116 

614 

50,000 

33.078 

199 

692 

Vii^r.inia 

2  79 

481 

50,000 

62.899 

392 

,380 

VJssliington 

223 

451 

50,000 

53,706 

327 

157 

West  Virginia 

164 

831 

50,000 

41.894 

256 

725 

V/isronsln 

263 

469 

50.000 

No   Coinraission 

3]  3 

4  59 

Vyoniint; 

112 

49  7 

50,000 

32.511 

195 

008 

American  Saraoa 

25 

981 

50,000 

30,122 

106 

103 

H.    Marifinas 

1 

025 

50,000 

30,068 

81 

093 

Cuain 

28 

070 

50,000 

30.446 

108 

516 

Puerto  Rico 

177 

304 

50.000 

45.039 

272 

,343 

.   Virgin    Islands 

27 

256 

50,000 

30,351 

107 

60  7 

Trust    Territory 

7 

.170 

50,000 

30,4  32 

8? 

(.0? 
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U.S.    and  outlying  $18.ono,OOn 
areas  Hstimated  Amt's. 


$14,125.0:!O 
FY   75   6   ^^    77 
*    Allotments     , 


St8,0(!n,0l)0 
Net   Gain     ($150, UDO  Baso  + 

population  lormula) 


I 


California 

New  York 

Texas 

Pennsylvania 

Illinois 

Ohio 

Florida 

Michigan 

New  Jersey 

Puerto  Rico 

Massachusetts 

N.  Carolina 

Indiana 

Virginia 

Georgia 

Missouri 

Wisconsin 

Tennesee 

Maryland 

Minnesota 

Louisiana 
.  Washington 
'  Alabama 

Kentucky 

Connecticut 
•  Iowa 

S.  Carolina 

Ok  1 ahoma 

Colorado 

Kansas 

Mississippi 

Oregon 

Arkansas 
. Arizona 

West  Virginia 

Nebraska 

Utah 

New  Mexico 

Maine 

Rhode  Island 

Hawaii 

New  Hampshire 

Idaho 

D.  C. 

Mont  nna 

S.  Dakota 

N.  Dakota 

Delaware 

Nevada 

Vermont 

Wyoming 

Alaska 

Guam 

Virgin  Islands 

American  Samoa 


$1,39:., 067 
1,189,605 
805,332 
780,521 
736,889 
706,483 
544,720 
599,607 
4 8:, 594 
203,752 
382,627 
358,079 
349,655 
327,806 
324,515 
313,722 
302,008 
274,630 
271,274 
258,046 
250,477 
234,222 
237,908 
222,902 
211,243 
204,164 
197,085 
195,098 
185,383 
181 ,915 
181,482 
178,917 
172.525 
170,899 
164,831 
155,188 
140,705 
138,863 
137,057 
154,998 
129,472 
127,955 
127,269 
127,161 
125,860 
124 .560 
122,899 
120,623 
119,251 
116.614 
112,497 
111,738 
28,070 
27,256 
25.981 


$837,200 
763,375 
519,111 
529,983 
506,109 
487,255 
365,358 
4  25,530 
365,430 
122,953 
309 , 339 
288,571 
290,919 
272,101 
270,946 
271,451 
263,469 
247,072 
246,205 
240,029 
235,008 
223,451 
227,171 
219,405 
211,243 
204,164 
197,085 
195,098 
185,383 
181,915 
181,482 
178,917 
172,525 
170,899 
164,831 
155, IbS 
140,705 
138,863 
137,057 
154,998 
129,472 
127,955 
127,269 
127,161 
125,860 
124.560 
122,899 
120,623 
119,251 
116,614 
112,497 
111,738 
28,070 
27,256 
25,981 


$557,867 
426,230 
286,221 
250,538 
230,780 
219,228 
179,362 
174,077 
117,161 
80,799 
73,288 
69,508 
58,736 
55,705 
53,569 
42,271 
38.539 
27,558 
25,069 
18,017 
15,4  69 
10,771 
10,737 
3,497 
-0- 
-0- 

.  -0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 

-0- 
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$951,021 
833,048 
612,4(17 
598,161 
573,107 
555,650 
462,768 
494,285 
427,096 

-0- 
369,697 
355,602 
550,765 
338,220 
336,531 
330,133 
325,407 
507,688 
505,760 
298,165 
293,820 
284,486 
286,602 
277,987 
267,141 
258,110 
_  256,410 
252,595 
246,018 
256,156 
258,461 
256,507 
229,75; 
236,580 
217,980 
208,544 
195,458 
195,229 
189,979 
185,180 
182,800 
180,684 
180,720 
176,905 
178,190 
175,755 
174,071 
171,879 
172,295 
167.856 
164,208 
165,792 
-0- 
-0- 
-0- 
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$11 ',821 
69,675 
95,296 
68,178 
66,998 
68,595 
97,410 
68,753 
61,666 

-0- 
60,558 
67,051 
59,846 
66,119 
65,585 
58,68? 
59.958 
60,616 
59,555 
58,156 
58,812 
61,055 
59,431 
58,582 
55,898 
55,946 

59,525 

57,495 
60,655 
54,241 
56,979 
S-,590 
57,207 
65,687 
55,149 
53,156 
54,755 
54,566 

50,182 
55,528 
52,729 
55,451 
49,744 
52,550 
51.173 
51,172 
51,256 
55,044 
51,222 
51.711 
52.054 
-0-  . 
-0- 
-0- 
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BUDGET  EXAMPLE 

NARRATIVE:   Assumption  —   S  16,000,000.  for  Title  I,  HEA  on  National  level. 

20%  X  $  16  mill.  =  $  3,200,000.  (Total  National  Sum  for  Planning.) 

$3.2  Mill.  X  .013  (South  Carolina  population  ratio)  =  $  41,600. 

(NOTE:  Given  the  $60,000  floor  per  state  for  planning,  other 
States  will  be  ratably  reduced  in  their  funding  level 
so  as  to  provide  South  Carolina  with  a  minimum  of 
$  60,000  for  Planning.) 

No  less  than  50%,  or  no  less  than  $  30,000,  is  to  be  used  for 

(1)  planning  to  improve  access,  and  (2)  planning  for  coordination 

of  resource  sharing.  The  amount  for  (3)  planning  for  coordination 

of  educational  and  occupational  information  and  counseling  st-rvlcos 

is  not  designated.  No  more  than  50%,  or  no  more  than  $  30,000  (in  this 

case),  may  be  used  to  carry  out  the  State  Grant  Programs. 

70%  X  $  16  mill.  =  $  11,200,000   (Total  National  Sum  for  State  Grant 

Programs) 

25%  X  $  11.2  mill.  =  $  2.8  mill.  (Total  National  Sum  for  programs  which 

develop  and  coordinate  educational  and 
occupational  information  and  counseling 
services. ) 

$  2.8  mill.  +  57  (the  number  of  states,  territories,  districts)  = 

$  49,123  (for  South  Carolina) 

(  (25%  X  $11.2  mill.)  +  57  ]  +  [  (50%  x  $11.2  mill.)  x  .013  )  = 

$  121,923  (for  South  Carolina  Continuing 
Education  Programs) 

TOTAL   FOR  SOUTH  CAROLINA  $  231,046. 


Assumption  :   TOTAL  BUDGET  FOR  SOUTH  CAROLINA  —   $  231,046. 

PLANNING  :   $60,000 

I.  Planning  for  Improved  access  and 

Planning  for  coordination  of  resource  sharing  $  30,000. 

II.  To  carry  out  State  Grant  Programs  zero . to  30,000. 

III.  Planning  for  coordination  of 
Educational  &  Occupational 

Information  &  Counseling  Services  no  designated 

amount. 

STATE  C.RANI  PROGRAMS  :  5  17j  q^^ 

I.  For  programs  which  develop  &  coordinate 
educational  &  occupational  Information 
and  counseling  Services  $  49,123. 

II.  For  Continuing  Education  Programs  which 
Improve  access,  link  educational  services 
and  occupational  needs,  coordinate  resource 
s*^''^'^i"8   121,923. 

GRAND  TOTAL   $  231,046. 
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TITLE  I  -  PART  A  HEA,  AS  AMENDED 
H0V7  MUCH  CONTINUING  EDUCATION  PER  APPROPRIATED  DOLIAR? 

With  a  mandate  to  use  one  of  the  nation's  strongest  resources  to  address  some  of 
society's  most  serious  problems,  but  supplied  with  vexlngly  Insufficient  funds  to 
support  these  resources,  Title  I  of  the  Higher  Education  Act  has  spent  Its  first 
decade  perfecting  its  delivery  system.  As  other  Federal  programs  have  come  and 
gone,  it  has  shown  how  to  produce  maximum  impact  per  appropriated  dollar.   Through 
a  series  of  national  evaluations,  it  has  succeeded  In  demonstrating  its  worth  to 
decision  makers  and  fund  providers  and  now,  as  expanded  by  the  Education  Amendments 
of  1976  as  Title  I  -  Part  A,  it  appears  to  be  entering  an  era  of  significantly  in- 
creased recognition  and  appropriations  and  equivalent  potential  for  conclnulng  edu- 
cational services  to  the  nation's  adult  citizens.   To  turn  this  increased  mandate 
and  these  increased  dollars  into  aggregate  higher  adult  education  services  nation- 
ally is  the  challenge  and  the  opportunity. 

Title  7.   '!EA  h??,  dvrinj  i-s  first  decade,  had  an  established  allocation  formula 
for  distribution  of  funds  among  the  states  with  which  there  was  little  disagree- 
ment. The  base  amount  to  each  state,  to  assure  a  viable  program,  and  the  balance 
by  population  has  eliminated  the  competition  for  funds.  As  one  prospered,  so 
prospered  all  and  the  free  and  constant  exchange  of  Information  and  assistance  has 
been  a  large  factor  in  the  program's  success  nationally.   Now,  with  the  formula 
changed,  the  base  amount  removed  and  population  the  only  criterion,  there  is  a 
danger  of  large  states  being  set  against  small  and  this  must  be  avoided,  as  much 
more  than  dollars  are  at  stake. 

VThile  the  future  should  look  bright  for  Title  I  -  Part  A,  two  factors  may  prevent 
it  from  delivering  the  maximum  amount  of  continuing  adult  education  per  appropriated 
dollar.   Two  influences  have  crept  into  Federal  legislation  which  can  have  a  nega- 
tive effect  upon  total  impact  nationwide:  One  is  a  gradual  slide  from  the  already 
demonstrated  effective  state  leadership  to  administration  directly  from  the  U.  S. 
Office  of  Education  to  the  collegiate  institutions.   The  second  is  a  funding  formula. 
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By  law  a  state  grant  program.  Title  I  HEA  has  achieved  its  hard-won  recognition 
by  being  administered  close  to  the  problems  it  addresses,  the  collegiate  resources 
it  uses  and  the  people  it  serves.   State  agency  administrators  have  invested  up  to 
a  decade  in  establishing  relationships  and  creating  a  statewide  service  delivery 
system.   Now  is  the  time,  when  the  national  appropriation  is  on  the  rise,  to  assure 
that  these  dollars  are  administered  where  the  original  framers  of  the  law  intended 
them  to  be,  at  the  state  level. 

The  Education  Amendments  of  1972  started  an  erosion  of  this  strong  foundation  with 
the  Special  Programs  and  Projects  -  a  discretionary  grant  program  administered 
directly  from  the  U.S.O.E.  to  the  colleges.   Taking  10%  of  all  appropriated  dollars 
over  $9.5  million  yearly  off  the  top  of  what  would  have  been  state  allotments, 
about  a  dozen  large  grants  have  been  made  nationally  each  year.   While  the  adminis- 
tration of  programs  for  laboratory  equipcbent  and  library  books  directly  from  Wash- 
ington may  not  need  the  personalized  attention  of  state  programs,  programs  for  people 
are  different. 

The  task  of  obtaining  eligible  proposals  has  been  mastered  to  a  high  degree  by  most 
state  administrators,  while  the  direct  grant  program  is  still  receiving  one  third 
Ineligible  proposals.   With  no  meaningful  coordination  with  the  state  administered 
program,  the  direct  grant  program  appears  to  be  years  from  achieving  a  high  level 
of  productivity. 

The  Technical  Assistance  and  Administration  Section  of  the  1976  Amendments  takes 
yet  another  10%  from  the  appropriated  dollars  above  $9.5  million  which  would  have 
gone  to  the  states  for  grants.   Its  intent  In  the  areas  of  program  information  dis- 
semination, planning  and  evaluation,  and  information  on  enrollment  patterns  is  al- 
ready being  accomplished  in  many  states  and  could  be  done  by  the  other  state  admin- 
istrators as  part  of  their  administrative  effort. 
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The  natural  flow  of  events,  aided  by  efforts  of  continuing  educators,  and  cham- 
pioned by  now  Vice  President  Mondale,  produced  in  the  Education  Amendments  of 
1976,  Title  I  -  Part  B,  "Lifelong  Learning".  Following  the  trend  away  from  state 
administration,  mentioned  above,  this  program  has  been  assigned,  to  the  surprise 
of  many,  not  to  the  states,  but  to  the  Assistant  Secretary  for  Education.   Now 
that  this  has  happened,  as  much  as  possible  of  the  structure  which  has  been  built 
up  in  the  states  over  the  years  in  this  area  must  be  salvaged.   It  is  to  be  hoped 
that  the  centralized  administration  will  not  lose  touch  with  the  people  who  have 
nurtured  the  concept  over  the  past  decase  and  who  have  established  the  communica- 
tions and  service  delivery  system  in  each  state,  the  state  administrators  of  Title 
I  -  Part  A  HEA,  as  Amended.   They  can  be  very  helpful  in  assuring  that  there  is 
response  to  state  needs,  use  of  state  resources,  and  coordination  with  current 
successful  efforts  being  made  in  each  state  and  the  Regulations  should  provide  for 
their  role  in  the  administration  of  the  Program,  and  thus  signal  a  halt  in  this 
regrettable  erosion  of  state  control  of  their  own  internal  affairs. 

The  second  major  problem  is  the  funding  formula.  Originally  built  on  a  base  of 
$100,000  per  state  and  the  balance  allocated  by  population,  it  recognized  the  fact 
that  such  a  base  was  the  minimum  upon  which  a  worthwhile  state  program  could  be 
maintained.  Overlooking  this  factor,  the  Education  Amendments  of  1976  changed  the 
formula  by  removing  the  base  am.ount  and  allocating  the  dollars  purely  on  the  basis 
of  population.   Coming  at  a  time  when  the  increasing  appropriation  promised  the 
potential  for  real  accomplishments  in  the  program,  this  was  particularly  disconcert- 
ing to  the  small  and  middle-size  states.   During  the  conference  process,  Maine's 
Senator  Hathaway  was  instrumental  in  obtaining  the  "hold  harmless"  clause  prevent- 
ing any  state's  allotment  from  going  below  the  base  year.  Originally  established 
as  Fiscal  Year  1976,  it  required  another  effort  to  have  the  base  year  changed  to 
n   1975,  with  its  higiier  appropriation.   These  two  actions  are  steps  toward  rectify- 
ing the  error,  and  prevented  the  small  and  middle-size  states  from  losing  significant 
amounts  of  money.   But  they  are  not  enough. 
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The  factors  which  should  determine  the  funding  formula  are  not  as  simple  as  count- 
ing heads.   The  basic  American  structure  of  bicameral  government  recognizes  the  im- 
portance of  both  the  existence  of  each  governmental  unit,  as  in  the  Senate,  and  also 
the  size  of  its  population  as  in  the  House.  Thus,  the  establishment  of  a  substantial 
base  amount  to  each  state  recognizes  each  state's  right  and  responsibility  to  con- 
duct a  viable  program.   In  the  recent  national  evaluations  of  Title  I  HEA,  those 
small,  middle-size  and  large  states  evaluated  were  all  expected  to  have  a  worth- 
while program.   Those  who  may  not  have  had,  due  to  insufficient  funds,  made  up  a 
portion  of  the  total  impression  upon  which  we  all  were  judged. 

Another  factor  which  needs  consideration  in  the  formula  is  demography.   The  geo- 
graphy of  some  states  requires  the  costly  servicing  of  their  widely  dispersed  popu- 
lations. Distances,  transportation  and  resource  distribution  are  all  factors.  This 
can  be  allowed  for  by  assuring  a  sufficient  base  amount  for  each  state. 

Do  the  17  most  populous  states  really  have  one-half  the  nation's  total  community 
problems,  or  one-balf  the  nation's  available  higher  education  resources  and  the 
willingness  to  address  these  problems?  Do  they  deliver  one-half  the  continuing 
education  services  under  the  Act?  Do  the  top  4-1/2  states  have  one-quarter  of 
these?  As  the  national  appropriation  continues  to  rise,  should  one-half  of  the 
dollars  go  to  an  even  smaller  number  of  states?  Should  the  anticipated  Increased 
appropriation,  earned  by  a  decade  of  achievement  by  all  the  states,  go  to  only  a 
few?  Will  the  small  and  middle-size  states  be  as  diligent  in  generating  increased 
continuing  education  impact  without  the  incentive  of  increasing  allotments?  These 
factors  need  careful  consideration. 

If  in  the  face  of  all  this,  the  new  population-only  formula  is  allowed  to  stand,  will 
the  resulting  big  splash  of  activity  which  we  would  have  every  right  to  expect  in 
the  largest  few  states  be  enough  to  justify  the  continued  good  reputation  of  the  entire 
program  nationally?  Would  they  really  be  geared  up  to  administering  allocations  ten 
times  as  large  as  those  to  the  smaller  states? 
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To  approach  the  question  from  yet  another  angle,  some  of  the  subjective  factors 
could  be  considered.   States  with  permanent  or  temporary  problems  putting  them 
at  a  disadvantage,  and  thus  in  greater  need  of  continuing  education  to  help  right 
their  wrongs,  would  receive  extra  consideration.   This  would  mean  considering  the 
Northeast  disadvantaged  as  long  as  it  suffers  an  economic  drain  and  an  energy  short- 
age.  It  would  mean  giving  extra  consideration  to  sections  of  the  country  with  low 
standards  of  living,  low  educational  levels  and  high  unemployment.  On  the  face  of 
It,  a  formula  based  on  such  factors  would  be  unattainable,  and  we  will  probably  have 
to  settle  for  a  formula  built  on  less  controversial  elements. 

A  formula  with  a  base  amount  in  the  range  of  $150,000  to  $200,000  per  state,  and  a 
smaller  amount  to  territories,  and  the  balance  to  be  by  population  will  provide  the 
best  solution.   Reconsideration  of  this  entire  situation  Is  needed.   The  National 
Advisory  Council  and  the  U.S.O.E.,  Title  I  -  Part  A  staff  have  been  supportive. 
Let  us  hope  that  people  of  good  will  prevail  and  a  formula  equitable  for  the  whole 
co'j'.-.Ury  emerges,  and  we  get  an  optimum  amount  of  continuing  education  par  appro- 
priated dollar. 


Dr.  Donald  M.  Meyer 

Associate  in  Higher  Education 

Program  Planning 

Connecticut  Board  of  Higher  Education 
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Mr.  Derrick.  Our  next  witness  is  Dr.  Bill  Gibson,  president  of 
the  South  Carolina  NAACP.  Dr.  Gibson,  we  are  delighted  to  have 
you  with  us  this  morning,  and  thank  you  for  taking  the  time  to 
leave  a  busy  medical  practice  to  come  all  the  way  down  here  from 
Greenville  and  testify  before  us.  You  have  been  a  leader  for  many 
years  in  our  State,  and  we  are  delighted  and  proud  to  have  you 
here  with  us. 

STATEMENT  OF  BILL  GIBSON,  PRESIDENT,  SOUTH  CAROLINA 

NAACP 

Dr.  Gibson.  Thank  you.  It's  a  privilege  to  be  with  you  and  I 
commend  you  on  the  outstanding  work  you  are  doing  in  the  Con- 
gress. It's  a  pleasure  to  have  an  opportunity  to  testify  before  you  as 
an  acting  chairman.  Chairman  Boiling,  and  committee  member 
Beilenson.  I  want  to  thank  you  for  the  opportunity  to  have  me  as 
representative  of  the  NAACP  to  testify  at  this  hearing  on  program 
review  by  the  Federal  Government. 

I  want  to  also  commend  you  for  the  effort  to  facilitate  the  proc- 
ess, which  I  think  could  enhance  the  quality  of  Federal  programs. 

The  needs  which  I  seek  to  address  here  today  are  based,  first  of 
all,  on  my  personal  experience  as  an  advocate  of  civil  rights  and 
human  rights  for  some  time.  Second,  it's  information  that  has  come 
to  me  by  solicitation  or  information  from  administrators  of  Federal 
programs  and  recipients  of  services  provided  by  these  programs. 
And  I  hereby  submit  the  following  concerns  for  your  consideration. 

First,  for  more  than  15  years,  discrimination  based  on  race,  color, 
or  national  origin  in  federally  assisted  programs  has  been  prohibit- 
ed by  title  VI  of  the  Civil  Rights  Act  of  1964.  Although  a  decade 
and  a  half  has  passed,  the  vestiges  of  discrimination  continue  to 
survive  in  many  of  our  Federal  programs.  Because  the  responsibili- 
ty for  enforcing  title  VI  rests  with  each  individual  Federal  agency 
that  provides  assistance,  the  resultant  enforcement  effort  is  as 
diverse  as  the  personalities,  characteristics,  and  commitment  to 
equal  opportunity  of  each  agency  head. 

A  recommendation  made  by  the  U.S.  Commission  on  Civil  Rights 
in  1974  to  create  an  Office  of  Civil  Rights  with  Cabinet  level  rank 
and  with  the  proviso  that  it  have  adequate  staff  monitoring  and 
evaluating  all  departments  and  agencies  with  title  VI  responsibil- 
ities is  in  my  view,  no  less  needed  today  than  it  was  in  1974. 

No.  2,  Federal  legislation  allocating  points  to  programs  most 
directly  beneficial  to  the  minority  community  and  organizations 
such  as  CSA  and  CETA  is  characterized  in  many  instances  by  its 
short  duration.  The  authorization  of  a  program  for  these  people  is 
such  a  frequent  occurrence  that  many  of  the  programs  become 
prey  to  changing  political  whims  of  persons  in  power  at  that  partic- 
ular time.  Before  administrative  procedures  can  be  ironed  out,  a 
new  political  characteristic  is  entrusted  within  that  particular  pro- 
gram. 

The  poor  are  served  by  administrators  whose  operating  proce- 
dures so  frequently  change  as  to  disrupt  the  delivery  of  services  to 
them.  Often  these  administrators  are  insecure  in  their  jobs  because 
the  program  funding  is  in  doubt  or,  in  many  cases,  in  jeopardy. 
Therefore,  it  is  our  belief  that  there  is  a  need  to  expand  the 
funding  program  to  periods  of  3  to  5  years  based  on  the  account- 
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ability,  productivity,  and  the  integrity  reflected  through  an  ade- 
quate review  process. 

This  could  offer,  first  off,  greater  job  security  for  program  person- 
nel; and,  second,  this  would  tend  to  attract  a  better  quality  of 
applicants  because  there  would  be  more  job  security  in  the  minds 
of  these  people. 

Third,  the  second  problem  faced  by  minorities  who  want  to  tap 
into  Federal  funds  is  the  frequent  requirement  for  matching  funds. 
This  leaves  community  action  agencies  and  senior  action  citizen 
centers  and  many  other  institutions  at  the  mercy  of  local  elected 
officials  who  are  many  times  shortsighted— and  I  use  shortsighted 
as  a  means  of  not  saying  anything  more  adverse— in  relation  to 
matching  funds. 

In  many  instances,  the  matching  funds  that  are  provided  are  not 
sufficient  to  attract  the  resources  minorities  need  so  badly.  There- 
fore, it  is  our  belief  that  minority  matching  funds  requirements 
should  be  eliminated. 

My  fourth  point  is  that  from  top  to  bottom,  or  from  Federal 
regulatory  agencies  in  Washington  to  the  federally  funded  agencies 
on  the  local  level,  there  is  a  higher  concentration  of  whites  being 
employed  in  the  more  stable  and  traditional  Federal  public  pro- 
grams such  as  title  I  of  the  Elementary  and  Secondary  Education 
Act.  And  a  greater  concentration  of  ethnic  minorities  are  associat- 
ed with  the  less  stable  and  constantly  changing  Federal  programs 
such  as  ESA,  the  Emergency  School  Assistance  Act. 

Therefore,  it  is  strongly  recommended  that  Congress  undertake 
efforts  to  study  this  condition  and  in  some  way  attempt  to  remove 
all  circumstances  that  would  foster  even  the  appearance  of  racism 
in  this  regard. 

No.  5,  it  is  our  belief  that  more  efforts  should  be  put  forth  to 
insure  that  the  recipients  of  Federal  grants  are  totally  committed 
to  carrying  out  the  objectives  of  the  program.  It  is  brought  to  my 
attention  that  in  many  instances  the  people  working  in  the  pro- 
grams behave  as  though  the  programs  are  giveaways,  and  I  use 
that  in  its  most  negative  sense,  and  that  their  clients  are  free- 
loaders, and  this  is  in  the  most  derogatory  sense. 

Recipients  of  grants  should  also  be  accountable  for  effective  af- 
firmative action  and  minority  economic  development.  Hence,  it  is 
our  belief  that  there  is  a  special  need  for  more  on-site  visitation  to 
monitor  program  operations  more  closely  and  to  see  that  funded 
agencies  carry  out  not  only  the  letter  of  the  law,  but  also  the  spirit 
of  the  law. 

No.  6,  the  general  public  often  develops  negative  opinions  toward 
human  services  programs  and  their  participants,  and  this  is  essen- 
tially true  in  times  of  economic  uncertainty  and  when  money  be- 
comes short.  Accordingly,  it  is  our  belief  that  there  is  a  need  for 
increased  public  relations  efforts  on  the  part  of  the  Federal  Gov- 
ernment to  dramatize  the  need  for  development  of  this  Nation's 
human  resources  as  a  means  of  developing  more  taxpayers  instead 
of  constantly  creating  generations  of  taxtakers. 

No.  7,  there  are  provisions  in  Federal  regulations  governing  Fed- 
eral programs  which  has  language  such  as— "small  and  minority 
businesses  shall  be  provided  maximum  reasonable  opportunity  to 
compete  for  contracts  for  supplies  and  services."  Taken  from  the 
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CETA  program  one  sure,  positive  means  to  provide  for  this  is  set- 
asides.  In  our  view,  maximum  reasonable  opportunity  is  rather 
loose  language.  Therefore,  it  can  be  interpreted  loosely  by  the 
possible  recipients  and  also  the  possible  providers. 

This  provision  needs  to  be  defined  in  specific  terms  because  it  is 
our  concern  as  to  who  it  is  that  decides  what  is  maximum  reason- 
able opportunity.  In  many  instances,  no  special  efforts  are  made  to 
encourage  minorities  and  businesses  to  compete  for  supplies,  serv- 
ices, and  contracts,  so  most  of  them  receive  very  few  benefits  from 
Federal  programs. 

There  is  no  way  to  pin  the  agency  down.  There  is  vague  lan- 
guage, and  this  is  often  interpreted  in  a  negative  manner.  Also,  a 
rider  should  be  attached  to  Federal  legislation  instructing  each 
Federal  agency  to  establish  specific  monetary  goals  or  set-asides  for 
minority  enterprises.  While  this  has  been  done  in  some  few  isolated 
cases,  there  is  no  way  to  determine  at  what  level  the  set-asides  are 
being  established  or  if  it's  at  an  acceptable  level.  Therefore,  some 
monitoring  entity  needs  to  be  put  in  place. 

No.  8,  along  this  same  line  most  Federal  legislation  provides  for 
X  percent  of  Federal  funds  coming  into  a  State  to  be  deposited  into 
minority  owned  banks.  In  South  Carolina  and  in  many  other 
States,  there  is  no  way  of  determining  if  a  percentage  of  funds  in 
available  Federal  programs  is  being  deposited  into  minority  banks 
or  into  minority  nucleated  banks. 

If  you  ask  the  appropriate  Federal  director  about  the  status  of 
the  funds,  the  reply,  in  many  instances,  will  be  that  all  Federal 
money  flows  through  the  central  State  treasurer  and  a  particular 
program's  funds,  therefore,  cannot  be  pinpointed.  Moreover,  many 
State  treasurers  in  most  instances  cannot  tell  you  what  percentage 
of  funds  from  each  Federal  program  is  being  deposited  into  any 
minority  bank. 

Even  though  the  various  Federal  programs'  money  all  flow 
through  the  State  treasurers,  the  requirements  should  still  stand 
that  a  percentage  be  deposited  in  minority  banks.  It  should  be 
clearly  defined  that  if  States  are  receiving  Federal  dollars  through 
any  Federal  programs,  they  still  have  to  deposit  the  appropriate 
set-aside  in  a  minority  bank.  There  is  a  need  to  reestablish  Federal 
regional  offices  to  administer  Federal  programs.  It  is  our  opinion 
that  this  change  could  improve  the  delivery  of  programs  related  to 
Federal  services  and  would  improve  interagency  relations.  And  it 
would  bring  the  Government  closer  to  the  people  it  serves. 

Again,  I  want  to  thank  you  for  the  opportunity  to  share  in  this 
Federal  program  review  session.  I  want  to  also  encourage  more 
activities  of  this  type  whereby  Congressmen  and  other  officials  will 
come  to  the  people  instead  of  relying  so  heavily  on  letters  received 
from  the  home  district,  because  in  many  instances,  people  from  the 
home  district  will  not  write  and  may  not  even  be  able  to  write. 

Therefore,  it  would  behoove  Congress  to  ascertain  good  and 
sound  information  from  citizens  in  any  means  possible.  Hearings  of 
this  type  are  one  means.  This  could  be  utilized  as  a  strategy  for 
making  good  and  sound  decisions  pertinent  to  the  governmental 
affairs  of  this  Nation.  More  sessions  of  this  type  can  enhance  both 
the  quality  of  Federal  programs,  as  well  as  the  quality  of  this 
Nation's  Government  as  a  whole.  ^ 
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However,  to  be  most  effective,  such  sessions  must  also  provide  an 
opportunity  for  testimony  from  a  representative  cross  section  of  the 
people;  and,  in  my  view,  this  also  includes  the  grass  roots  citizenry. 
We  respectfully  submit  this  testimony  and  would  be  happy  to 
entertain  any  questions  from  the  members  of  the  committee. 

Mr.  Derrick.  Thank  you  very  much. 

Mr.  Beilenson.  I  enjoyed  your  remarks.  I  find  it  interesting  to 
have  someone  here  speaking  to  the  need  for  a  greater  amount  of 
Federal  checking  on  how  this  money  is  being  spent  rather  than 
less.  I  think  it's  fair  to  point  out,  also,  that  if  you  are  speaking  of  a 
greater  effort  on  the  part  of  the  Federal  Government,  you  are  not 
in  any  way  suggesting  that  we  put  heavier  burdens  on  private 
individuals  in  terms  of  complying  with  Federal  requirements.  You 
are  speaking  mainly  to  insure  that  Federal  agencies  carry  out  the 
spirit  as  well  as  the  letter  of  the  law  and  that  should  be  the 
responsibility  of  the  Federal  Government  itself;  in  that  I  totally 
agree  with  you. 

Dr.  Gibson.  I  started  to  open  my  testimony— I  was  going  to  speak 
somewhat  at  first  to  some  of  the  testimony  that  was  given  earlier.  I 
am  not  totally  against  trying  to  systematize  or  streamline  the 
regulatory  process.  But  black  citizens  and  other  minority  citizens 
feel  today  as  they  did  in  1964  with  the  civil  rights'  Equal  Rights 
Act,  that  the  Federal  Government  must  make  sure  the  States  and 
their  many  subdivisions  carry  out  the  functions  and  the  letter  of 
the  law  as  it  relates  to  the  Constitution  of  the  United  States.  We 
still  believe  that  guidelines  and  regulations  are  needed  to  protect 
our  interests.  In  essence,  what  I  am  saying  is  that  we  are  asking 
you  to  not  do  what  they  did  in  1877,  when  they  pulled  out  of  South 
Carolina.  Don't  pull  them  out  yet.  They  are  still  needed  in  some 
areas. 

Mr.  Derrick.  Thank  you.  I  was  particularly  interested,  Dr. 
Gibson,  in  your  statement  where  you  refer  to  a  rider  should  be 
attached  to  Federal  legislation  instructing  each  Federal  agency  to 
establish  specific  monetary  goals  or  set-asides  for  minority  enter- 
prises. If  I  interpret  your  remarks  correctly,  you  and  Dr.  Holder- 
man  are  speaking  about  many  of  the  basic  things.  What  you  are 
looking  for  is  some  guidelines  in  these  Federal  programs,  some- 
thing specific  or  liquidated,  if  you  will,  that  you  can  go  back  to  and 
say  that  this  program  is  or  is  not  performing  its  original  function. 
Am  I  correct? 

Dr.  Gibson.  Yes,  in  relation  to  the  set-asides.  We  are  talking 
about  specific  things  that  relate  to  percentages— and  I  have  no 
objections  myself  to  using  the  word,  quotas,  or  some  other  reason- 
able facsimile  to  that  word— that  would  apply  if  a  program  comes 
into  Greenville  or  the  State  of  South  Carolina.  We  want  the  Feder- 
al guidelines  developed  for  a  program  to  specify  an  amount  of 
dollars  or  the  number  of  jobs  that  will  be  guaranteed  to  minority 
citizens  of  the  State. 

Mr.  Derrick.  I  would  not  presume  to  try  to  put  words  in  your 
mouth.  But  what  I  get  out  of  it  is  that  you  want  to  be  able  to  go 
back  and  say  to  those  who  are  administering  these  programs  that 
in  this  program  the  original  objectives,  the  projected  accomplish- 
ments, are  not  being  carried  out.  I  think  a  perfect  example  of  that 
might  be  the  CETA  program.  As  originally  enacted  one  fmds  no 
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fault  with  the  program.  It  was  originally  developed  to  help  the 
structurally  unemployed.  But  as  you  and  I  well  know,  it  didn't  do 
that. 

It  gave  an  opportunity  for  substitution  on  payrolls  and  that  was 
about  it.  Hopefully,  there  have  been  some  corrections  made  in  the 
program  now  which  will  make  it  a  little  more  helpful.  But  of 
course,  it  has  also  been  cut  back  substantially.  I  would  like  you  to 
comment  on  that,  if  you  would. 

Dr.  Gibson.  Well,  in  relation  to  the  CETA  program,  I  concur  in 
your  statement,  without  your  putting  words  in  my  mouth.  Basical- 
ly, in  many  communities,  the  jobs  made  available  were  not  really 
dealing  with  people  who  were  unemployed.  The  job  categories  cre- 
ated in  many  governmental  agencies  were  jobs  in  the  finance  de- 
partment, in  administration  or  in  recreation  agencies  which  minor- 
ities and  lower  income  people  did  not  have  an  opportunity  to  have. 
They  were  people  who  probably  would  have  been  employed  by  the 
city,  the  State,  or  the  county  if  CETA  money  was  not  available. 

Ultimately,  it  hurt  the  people  who  really  were  structurally  un- 
employed and  had  no  probabilities  for  employment  in  the  immedi- 
ate future. 

Mr.  Derrick.  Not  to  suggest  that  these  positions  were  not 
needed,  but  that  they  were  not  what  CETA  was  intended  for.  I 
thank  you  very  much  for  your  excellent  testimony;  and  I  know  that 
as  we  deliberate  over  this  legislation  in  the  coming  months.  This 
will  make  a  significant  impact. 

Dr.  Gibson.  Thank  you.  I  appreciate  it  very  much. 

Mr.  Derrick.  Have  a  safe  trip  back  home. 

Our  next  witnesses  are  Hon.  Thomas  Wingard,  mayor  of  the  city 
of  Greenwood,  and  Hon.  Kirk  Finlay,  mayor  of  the  city  of  Colum- 
bia. 

Mr.  Finlay.  We  decided  to  flip  before  we  got  here  to  determine 
who  sat  on  the  left  or  the  right. 

Mr.  BoLLiNG.  You  remember  that  it  depends  on  which  way  you 
are  looking. 

Mr.  Derrick.  We  are  delighted  to  have  both  of  you  here.  Mr. 
Chairman,  these  two  have  been  friends  of  mine  for  years  and  they 
are  both  excellent  and  very  progressive  mayors  in  South  Carolina. 
We  are  delighted  to  have  both  of  you.  Who  would  like  to  start? 

STATEMENT  OF  THOMAS  WINGARD,  MAYOR,  GREENWOOD,  S.C. 

Mr.  Wingard.  Thank  you.  Congressman.  Let  me  say  it's  a  pleas- 
ure to  meet  with  you  today  and  have  the  opportunity  to  address 
you  distinguished  gentlemen.  Welcome  again  to  South  Carolina. 

I  know  that  you  gentlemen  probably  know  even  better  than  us 
here  in  South  Carolina  what  a  fine  Congressman  we  have  in  Con- 
gressman Derrick,  and  how  proud  we  are  to  have  him  representing 
us  in  Congress.  And  I  won't  tell  all  the  other  things  I  know  about 
him. 

As  Congressman  Derrick  said,  I  am  mayor  of  Greenwood,  S.C. 
The  population  is  approximately  27,000  so  you  see  that  it  is  not  a 
large  municipality  by  any  stretch  of  the  imagination.  But  on  the 
other  hand.  Greenwood  is  the  10th  largest  municipality  in  the 
State  of  South  Carolina,  so  South  Carolina  is  esentially  a  small  city 
State,  as  are  a  number  of  States  across  the  Nation. 
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I  am  speaking  to  you  as  a  representative  of  a  small  municipality. 
I  would  like  to  have  the  problems  as  stated  earlier  in  the  hearing 
of  excessive  amount  of  reporting  as  a  result  of  receiving  $15  million 
in  Federal  funds.  I  am  afraid  we  aren't  afforded  the  luxury  of  $15 
million  of  Federal  funds. 

But  I  am  proud  to  say  that  for  the  past  5  or  6  years,  we  have 
received  some  $10  to  $12  million  in  Federal  funds  ranging  from 
housing  projects  to  tract  relocation  projects,  things  that  we  are 
right  proud  of. 

I  would  begin  by  saying  that,  in  my  estimation,  as  far  as  small 
cities  are  concerned,  the  best  Federal  program  we  participate  in  is 
the  Federal  revenue-sharing  program  because  this  program  is  less 
restricted  and  allows  the  local  government  the  opportunity  to 
assess  its  problems  and  to  appropriate  the  funds  to  a  wide  range  of 
eligible  activities,  in  effect,  to  determine  and  set  its  own  priorities 
for  spending. 

I  would  encourage  you  gentlemen  to  look  favorably  upon  the 
revenue-sharing  program  as  it  relates  to  municipal  governments  in 
our  country.  We  are  not  afforded  the  luxury  of  various  and  sundry 
different  means  of  raising  revenue  on  the  local  level.  As  you  prob- 
ably know,  the  ad  valorem  tax  is  about  the  only  means  we  have  of 
collecting  revenue.  It's  widely  recognized  as  an  inefficient,  ineffec- 
tive, and  discriminatory  means  of  taxing  the  people.  We  are  work- 
ing on  that  in  South  Carolina. 

But  I  submit  to  you  that  any  criticism  that  may  come  from 
Federal  revenue-sharing  programs  does  not  come  from  municipal 
governments  in  this  land.  We  desperately  need  those  funds;  and 
without  them,  we  would  be  hard  pressed  to  provide  the  service  that 
we  are  required  to  provide. 

If  there  is  any  complaint  that  I  would  register  relative  to  Federal 
programs  and  their  relationship  with  municipal  governments,  it  is 
that  Federal  programs  are  not  as  readily  accessible  to  small  mu- 
nicipalities in  this  country  as  they  are  to  larger  municipalities.  We 
do  not  have  the  wherewithal,  staff  wise,  to  keep  abreast  of  the 
everchanging  regulations  in  Federal  programs  and,  therefore,  are 
not  accessible  to  the  fund  records. 

I  believe  the  programs  that  we  have  had  most  success  with  in  the 
small  city  of  Greenwood  have  been  those  administered  on  a  region- 
al basis,  the  local  regional  council  of  government,  contracts  such  as 
LEAA,  EDA,  coastal  plains,  to  serve  as  the  local  liaison,  if  you  will, 
between  local  government  and  Federal  programs.  These  programs 
are,  therefore,  made  more  readily  accessible  to  us,  and  we  have  the 
technical  assistance  to  take  advantage  of  the  programs. 

I  suggest  them  as  vehicles  to  disseminate  information  to  small 
municipalities  and  local  governments  throughout  our  land. 

A  second  concern  that  I  have  £is  a  small  city  mayor  is  that  a 
number  of  Federal  programs  are  biased  in  favor  of  the  larger  cities 
and,  as  I  already  mentioned,  South  Carolina  is  a  State  of  small 
municipalities.  I  think  we  have  only  three  SMSAS  in  the  State  of 
South  Carolina.  I  cannot  for  the  life  of  me  understand  the  logic 
behind  a  funding  mechanism  such  as  that  of  the  community  devel- 
opment act  by  which  larger  municipalities  hold  funds  or  automatic 
annual  appropriations  to  spend,  and  a  small  portion  of  the  balance 
of  community  development  funds  are  lumped  into  what  is  known 
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as  a  discretionary  pot  over  which  the  remaining  small  cities  in  this 
country  have  to  compete. 

We  have  managed  to  compete  very  well  in  Greenwood.  In  the 
upper  Savannah  region  where  I  am  directly  familiar,  there  are 
many,  many  smaller  municipalities  who  haven't  had  an  opportuni- 
ty to  benefit  from  community  development  programs  or  rural  de- 
velopment programs. 

The  UDAG,  or  Urban  Development  Action  Grant  program,  until 
very  recently  eliminated  Greenwood  as  an  eligible  city,  as  other 
small  municipalities  in  the  State.  I  think  that  some  good  hard 
focusing  needs  to  be  done  to  make  sure  that  small  cities  are  not 
being  discriminated  against. 

Third,  a  small  criticism  that  I  would  have  in  administration  of 
Federal  programs  is  that,  oftentimes,  the  intent  of  the  program 
from  enactment  to  the  time  it  is  administered  at  the  State  level,  is 
often  lost  due  to  the  excessive  authority  in  State  offices  of  execu- 
tive agencies  to  liberally  interpret  and  revise  regulations.  I  point 
out  again  that  the  community  development  program  was  one  in 
which  Congress  was  very,  very  astute  in  setting  guidelines  and 
eligibility  requirements  for.  It  provided  a  carte  blanche  opportunity 
for  this  municipal  government  to  address  its  most  important  needs. 
By  the  time  the  program  reached  the  State  offices  in  South  Caroli- 
na, the  regulations  were  narrowed  considerably  so  that  housing 
was  the  only  eligible  activity. 

It  was  not  the  only  eligible  activity,  but  it  was  established  as  the 
No.  1  priority  grant  activity.  And  if  grant  applications  did  not 
directly  impact  on  the  housing  in  the  community,  regardless  of 
what  the  most  important  and  significant  needs  of  these  cities  were, 
your  chance  of  funding  was  nil. 

So  as  a  result,  the  small  cities  had  to  tailor  their  applications  to 
address  that  of  housing  even  if,  say,  a  central  business  district 
blight  or  decay  may  have  been  a  priority  item. 

The  last  statement  that  I  would  make  is  relative  to  a  recent 
application  that  was  made  by  the  municipal  public  works  authori- 
ty, or  commission  of  public  works,  for  public  works  grant  through 
EDA.  The  purpose  of  the  grant  application  was  to  expand  the 
water  treatment  facilities  and  the  distribution  facilities  so  we  could 
accommodate  those  that  were  moving  into  the  Greenwood  area.  We 
were  informed  that  these  industries  as  well  as  existing  industries 
would  have  to  comply  with  Equal  Employment  Opportunity  prac- 
tices and  would  have  to  sign  statements  to  that  effect. 

That  caused  no  problem  with  the  local  industries;  but  in  filtering 
through  the  paperwork  as  it  was  being  processed,  a  policy  state- 
ment was  requested  stating  that  these  industries  would  not  employ 
anyone  who  was  unemployed  by  the  relocation  of  an  industrial 
installation  from  one  region  of  our  Nation  to  another.  This  is  an 
obvious  manifestation  of  the  sun  belt-frost  belt  confrontation  that 
we  hear  so  much  of. 

I  don't  recall  authorization  of  this  type  being  passed  in  Congress, 
even  though  it's  been  debated;  and  I  wonder  where  the  authority 
came  from  to  require  such  a  policy  statement  in  a  Federal  pro- 
gram. 

This  concludes  my  remarks,  and  I  would  hope  that  you  would  not 
construe  my  remarks  as  excessively  critical.  As  I  said  at  the  outset, 
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we  welcome  the  opportunity  to  fill  out  more  paperwork  and  re- 
spond to  more  Federal  funds  coming  down  the  pike.  You  know,  this 
is  just  some  of  the  experiences  that  I  have  had  as  a  mayor  of  a 
small  city  in  Greenwood. 

Mr.  Derrick.  We  will  try  to  get  you  $15  million  next  year. 

Mr.  WiNGARD.  I  meant  to  say  that  Butler  didn't  use  any  coercion 
in  getting  me  here.  He  just  said  if  we  ever  wanted  any  more 
Federal  money,  that  I  please  show  up. 

STATEMENT  OF  KIRK  FINLAY,  MAYOR,  COLUMBIA,  S.C. 

Mr.  FiNLAY.  I  do  appreciate  this  opportunity  to  appear.  As  mayor 
of  Columbia,  I  would  thank  you  for  choosing  this  city  as  the  site  for 
these  hearings,  and  we  welcome  each  of  you. 

I  guess  the  tenor  of  what  I  have  to  say  differs  a  little  from  what 
the  mayor  of  Greenwood  has  just  said  because  I  think  if  we're 
going  to  discuss  some  of  these  questions  that  are  before  us,  they  all 
tie  back  to  some  underlying  judgment  as  to  the  present  condition  of 
federalism.  And  I  guess  the  best  analogy  I  would  make  at  this  time 
is  very  similar  to  Kudzu  in  Bibb  County,  Ga.,  that  there  are  a  lot  of 
serious  underlying  questions  to  be  raised. 

I  would  like  to  take  2  or  3  minutes  and  touch  on  some  of  these 
questions.  I  had  always  known  the  three  great  talents  of  the  U.S. 
Government  to  be  the  efficient  collection  of  taxes,  principally  the 
income  tax,  which  is  held  in  awe  by  all  Western  capitalistic  coun- 
tries. Second,  the  ability  to  win  wars,  but  this  may  be  questioned 
now.  But  third  and  most  important,  the  ability  to  make  right 
judgments  and  enforce  them  in  areas  of  civil  rights  and  in  areas  of 
lesser  importance  such  as  environment,  conservation,  safety,  and 
working  conditions. 

I  agree  a  lot  with  a  lot  of  what  Mr.  Gibson  said  as  the  previous 
speaker.  I  simply  speak  to  you  as  the  mayor  of  a  relatively  small 
southern  city.  I  like  my  job.  I  think  it's  a  doable  job.  There  are 
opportunities  to  improve  the  quality  of  life  in  the  neighborhoods,  to 
understand  the  long-term  future  of  this  city,  and  to  make  it  a 
community  rather  than  a  city. 

But  I  would  argue  that  the  Federal  Government  and  the  U.S. 
Congress  must  place  more  commitment  and  more  value  in  elected 
officials,  even  at  the  local  level,  and  particularly  equal  value  in  a 
comparably  placed  bureaucrat,  or  even  one  of  relatively  elevated 
standing  in  the  bureaucratic  hierarchy.  Overall,  the  long  pull 
cannot  be  much  better  or  worse  than  its  elected  officials. 

And  it  seems  to  me  that  if  a  community  can  meet  certain  litmus 
tests  in  areas  of  civil  rights,  then  it  should  not  be  subject  to  the 
same  degree  of  bureaucratic  regulations  and  compliance  in  other 
areas  such  as  dealing  with  funds  that  pertain  to  the  environment, 
how  you  spend  certain  parts  of  revenue  sharing,  and  other  issues. 

If  you  get  past  certain  hurdles,  some  of  the  shackles  of  the 
bureaucracy  should  be  lifted.  I  think  this  is  borne  out  by  what  I 
understood  of  constitutional  law  decisions,  that  in  the  area  of  deal- 
ing with  civil  rights  and  not  just  limited  to  school  or  voting  rights, 
that  these  decisions  could  not  be  made  to  lie  down  alongside  cases 
in  other  areas  involving  the  same  parts  of  the  Constitution  or 
similar  questions.  And  that  ultimately,  after  application  of  the 
Socratic  method,  the  conclusion  was  that  these  cases  had  to  be 
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handled  differently  because  they  did  involved  questions  of  race  and 
civil  rights.  I  would  argue  this  is  as  it  should  be. 

But  I  would  suggest  that  just  as  the  degree  of  perfectability  must 
be  highest  in  the  areas  of  constitutional  decisions  as  it  pertains  to 
civil  rights,  that  this  same  degree  of  perfectability  is  not  required 
of  the  U.S.  Congress  when  it  deals  with  questions  of  the  environ- 
ment, safety  standards,  and  other  regulations  or  goals  that  work 
their  way  into  much  of  the  compliance  that  a  city  must  conform  to. 
In  other  words,  I  guess  I  would  raise  the  question  as  to  whether 
you  are  really  capable  of  dealing  to  such  a  degree  with  precision 
and  meaning  in  these  other  areas.  I  am  excluding  civil  rights 
because  by  the  time  your  intent  works  its  way  down  to  the  cities 
and  through  the  bureaucracy,  ultimately  the  effect  is  to  slow  down 
the  achievement  of  a  given  goal.  And  in  order  to  attain  the  last  3 
or  4  percent,  I  think  local  governments  are  ultimately  precluded 
from  ever  having  the  real  opportunity  to  achieve  the  overall  goal, 
or  at  least  achieve  it  efficiently  or  timely. 

This  again  is  subject  to  the  qualifications  of  the  litmus  test  I 
alluded  to.  Let  me  simply  say  as  an  aside  that  I  am  satisfied  when 
I  get  to  hell,  it  may  not  be  as  hot  as  it  would  otherwise  be,  because 
the  center  ring  will  be  filled  with  the  planners.  I  am  almost  per- 
suaded that  the  greatest  sin  is  the  desire  to  plan  other  peoples 
lives  to  as  large  a  degree  as  possible  with  as  much  precision, 
without  any  real  responsibility  for  the  implementation. 

As  a  mayor— this  may  be  getting  a  little  bit  beyond  what  you 
had  in  mind.  Congressman  Derrick— but  as  a  mayor,  I  am  charged 
with  the  responsibility  to  plan.  But  this  responsibility  was  fairly 
won  in  an  open  election.  And  I  have  the  further,  more  difficult 
responsibility  of  implementation.  I  would  remind  you  that  Nixon  s 
lawyer,  near  the  end,  said  that  watching  him  make  a  decision  was 
like  watching  sausage  being  made.  Once  you  had  watched  the 
process,  you  wanted  no  part  of  the  final  product. 

I  am  satisfied  that  this  permeates  the  thinking  of  a  number  of 
average  American  citizens  as  they  watch  the  legislative  process, 
whether  it's  in  the  U.S.  Congress  or  our  State  general  assembly. 
And,  hopefully,  you  will  take  in  the  right  vein  the  next  statement  I 
am  about  to  make.  . 

But  having  known  Congressmen  in  the  past  and  then  having 
dined  with  the  three  of  you  last  night,  the  obvious  talent,  energy, 
and  intellect  of  each  of  you  is,  in  a  sense,  almost  discomforting 
because  you  obviously  have  the  talent  and  ability  to  understand 
these  degrees  of  perfectability  against  which  I  would  argue  that 
legislation  as  it  affects  the  local  government  should  not  go.  And 
when  you  achieve  these  degrees,  as  I  previously  mentioned,  the 
outcome  is  often— I  don't  even  think  what  the  Congress  intended, 
particularly  if  the  goal  is  to  get  things  done. 

Ultimately,  as  a  mayor  of  a  reasonably  small  town,  I  spend  more 
time  and  energy  chasing  Federal  grants,  complying  with  Federal 
regulations  or  lifting  restrictions,  and  allocating  community  devel- 
opment funds  of  less  than  $3  million,  than  goes  into  a  $27  million 
operating  budget.  More  time  is  required  for  the  Federal  process 
than  is  available  to  understand  our  neighborhoods  and  the  legiti- 
mate needs  and  wants  of  our  citizens. 


1120 

Let  me  give  you  several  examples.  For  3  years  we  have  been 
trying  to  build  the  Saluda  River  outfall  line  so  that  that  part  of 
this  metropolitan  area  can  be  adequately  provided  with  sewer  serv- 
ice. As  a  condition  of  service,  this  city  has  always  required  that  any 
landowner  immediately  adjacent  to  the  city  limits  who  wanted 
sewer  service  had  to  annex  to  the  city.  One  citizen  wanted  service 
but  didn't  want  to  be  a  member  of  the  city.  He  wrote  a  letter  to 
EDA,  and  for  2  years  we  were  absolutely  stymied.  I  think  it  has 
been  worked  out  through  the  office  of  Jack  Watson.  But  that 
program  for  2  years  was  absolutely  stymied  because  one  bureaucrat 
somewhere  in  Atlanta  decided  that  the  city  of  Columbia  should  not 
be  able  to  implement  its  annexation  policies. 

A  typical  example,  and  where  I  think  large  Federal  regulations 
don't  have  application,  is  that  Columbia  does  not  have  large  neigh- 
borhoods of  identical  standard  of  housing  or  living  conditions.  I 
mean,  we  are  fortunate  that  the  city  is  broken  up.  For  instance,  if  I 
ride  from  work  to  the  mayor's  office,  I  pass  seven  or  eight  neigh- 
borhoods. 

In  one  of  our  efforts  to  revitalize  the  neighborhood  of  Elmwood 
Park,  we  were  precluded  by  HUD  from  building  housing  in  that 
neighborhood  on  the  front  end  of  the  redevelopment.  Yet  later  we 
were  criticized  by  HUD  because  there  was  no  housing  to  relocate 
citizens  who  were  living  within  the  neighborhood  and  new  people 
were  coming  in  to  buy  the  houses. 

In  this  instance,  HUD  sent  an  investigator  down  from  Washing- 
ton, who  viewed  our  whole  relocation  effort  and  gave  us  an  abso- 
lute A-plus.  It's  the  first  time  I've  ever  passed  muster  with  a 
Federal  agency  to  that  degree.  They  said  it  was  sensitive,  it  was 
working,  and  it  really  had  not  caused  an  inordinate  amount  of 
dislocation.  But  still,  had  we  been  free  to  put  the  housing  in  ahead 
of  time,  I  think  it  would  have  been  a  better  solution. 

And  finally,  one  personal  fight  I  continue  to  have.  ESA,  over  a 
period  of  8  or  9  months,  deliberately  tried  to  mislead  me  as  a 
mayor  of  a  city.  They  walked  in  and  tried  to  present  me  with  an 
accomplished  fact.  It's  not  often  we  are  at  loggerheads  ^yhen  noth- 
ing has  happened.  But  that's  my  judgment  as  an  indication  of  part 
of  the  problems  we  face  on  a  daily  basis  in  the  cities. 

In  closing,  let  me  say  one  of  my  concerns  is  that  as  the  mayor  of 
a  city,  given  the  way  our  system  of  federalism  is  structured,  I 
really  don't  have  a  lot  of  responsibilities  in  the  areas  of  welfare, 
meeting  a  lot  of  the  basic  needs  of  the  people.  They  are  either  done 
under  the  State  agencies  or  the  Federal  agencies. 

I  would  suggest  to  you  that  there  is  nobody  out  there  chasing,  on 
a  day-to-day  basis,  a  detailed  and  meaningful  understanding  of  how 
all  this  fits  together  in  the  city  of  Columbia  overall.  I  have  started 
in  on  it  on  several  occasions,  and  it  has  been  very  difficult  to  do.  If 
I  can  take  just  a  couple  more  minutes,  I  can  lay  it  out. 

There  is  a  book,  "Welfare  Mother,"  that  was  written  by  Susan 
Sheehan,  which  was  a  very  vivid  description  of  a  Puerto  Rican 
family  in  New  York.  First,  it  was  in  the  New  Yorker  and  written 
with  all  the  sensitivity  of  a  biography  or  a  profile  of  Leonard 
Bernstein  or  somebody.  And  it  occurred  to  me  that  if  there  is  some 
way  in  the  city  of  Columbia,  where  you've  got  110,000  people, 
40,000  of  those  people  probably  have  problems.  You  know,  at  3 
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people  per  household,  that  breaks  out  to  10,000  or  11,000  house- 
holds. 

I  am  persuaded  that  if  you  could  get  a  real  and  meaningful 
narrative  description  of  perhaps  100  households — like  I  would  write 
you  a  4-page,  double-spaced  letter — that  this  might  be  the  first  tool 
a  local  official  such  as  me  could  use  to  really  understand  the 
impact  of  Federal  programs  on  welfare  benefits,  housing,  et  cetera. 

That's  what  I  propose  to  undertake,  that  these  households  would 
be  described  in  narrative  and  then  it  could  be  tied  back  to  the 
census  data  and  all  relevant  information.  I  have  taken  it  up  with 
HUD,  but  thus  far  they  are  not  intrigued  with  the  possibilities  of 
it. 

The  simple  answer,  perhaps,  is  that  I  shouldn't  look  for  Federal 
funds.  I  ought  to  just  jump  on  it  on  my  own;  you  know,  get  three 
votes  in  the  city  council  and  get  started.  But  there  is  that  underly- 
ing philosophy  that  if  you  use  Federal  funds,  it's  sort  of  play 
money  so  we  don't  have  to  vote  on  it  with  great  seriousness  as  we 
do  property  taxes.  That's  probably  not  a  valid  way  to  govern,  but  it 
sounds  like  a  live  process. 

I  hope  what  I  have  had  to  say  has  some  meaning  this  morning 
and  I  appreciate  this  opportunity. 

Mr.  Derrick.  Thank  you  very  much.  Mr.  Chairman. 

Mr.  BoLiiNG.  Apropos  of  what  you  said  last,  there  is  a  study, 
which  you  may  or  may  not  have  seen,  that  I  had  some  involvement 
in,  although  I  was  not  directly  involved.  I  helped  get  congressional 
money  so  that  the  lady,  who  was  then  a  Congresswoman  from 
Michigan,  could  do  it. 

As  far  as  I  know,  the  only  head  count  of  live  people  that  has  ever 
been  done  on  the  welfare  program  was  done  by  the  Subcommittee 
on  Fiscal  Policy  of  the  Joint  Economic  Committee.  It  was  done  a 
number  of  years  ago  and  we  had  the  General  Accounting  Office  do 
the  actual  work. 

There  were  selected  a  number  of  cities  of  various  size  and  in 
various  areas,  and  actual  samples  of  welfare  cases  were  gone  into 
in  some  detail.  Now,  we  didn't  get  a  narrative  quite  as  you  suggest. 
We  got  a  very,  very  clear  indication  that  everybody  was  right  in 
their  view  of  welfare. 

The  conservatives  who  don't  believe  there  ought  to  be  any  wel- 
fare were  right  because  there  were  some  people  very  skillfully 
riding  the  rolls  and  cheating  the  taxpayers.  Not  very  many. 

And  the  liberals  who  say  that  we  don't  have  enough  welfare 
turned  out  to  be  right  because  there  were  a  number  of  people  who 
obviously  could  not  survive  unless  they  got  some  welfare,  and  they 
were  not  surviving. 

So  that  we  did  get  some  kind  of  a  picture  of  what  actually  was 
going  on,  which  might  be  sort  of  raw  material  for  the  kind  of 
narrative  you  have  in  mind.  I  presume  that  you  could  declassify 
some  portions  and  declassify  the  cities. 

But  it's  the  only  real  effort  I  have  seen  to  come  up  with  some- 
thing that  was  absolutely  convincing.  And,  of  course,  it  proved  both 
ends  of  the  argument.  However,  I  think  it  does  give  a  very  real 
notion  as  to  what  Federal  funds  mean  when  they  are  looked  at 
collectively. 
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Just  the  other  day,  you  may  have  noticed  that  for  the  first  time 
in  the  history  of  the  United  States,  we  gradually  moved  toward  a 
Federal  floor  instead  of  a  State  floor  on  welfare.  It  may  not  pass 
the  Senate;  it  isn't  a  very  remarkable  floor.  But  there  isn't  another 
developed  country  that  hasn't  had  a  floor  on  poverty  for  many, 
many  years.  And  it  makes  a  vast  difference  in  terms  of  your 
flexibility  in  dealing  with  other  programs. 

We  have  to  have  special  programs  in  energy  to  take  care  of  the 
poor  because  we  don't  have  a  regular  program  to  take  care  of  their 
needs.  In  my  town,  for  example,  Kansas  City,  Mo.,  there  were  last 
year,  I  am  told,  1,800  people  whose  heat  was  cut  off  in  the  dead  of 
winter.  It's  just  sheer  luck  that  we  didn't  have  people  die  of  the 
cold. 

If  you  have  a  welfare  program  that  makes  some  sense,  you  can 
be  sure  that  everybody  can  afford  it. 

Mr.  FiNLAY.  Well,  I  think  you  and  I  would  share  the  same  goals 
out  of  the  existing  programs  or  any  programs  that  might  be  en- 
acted. 

Mr.  BoLLiNG.  I  don't  doubt  that. 

Mr.  FiNLAY.  My  question  is  that  I  view  the  responsibilities  of 
mayor  as  larger  than  simply  providing  police  protection,  water, 
sewers,  curbs,  gutters.  But  somebody  has  a  responsibility  to  see 
how  it's  working  out  as  it  pertains  or  affects  110,000  people. 

Mr.  BoLLiNG.  That  is  why  I  am  interested,  why  I  raised  the 
subject,  why  I  mentioned  this  study,  because  I  think  that  is  exactly 
the  point.  What  we  have  let  happen  in  this  country  is  a  system  of 
government  which  is  very  complicated,  originally  based  on  State- 
county.  Now  it's  much  more  complicated  than  State-county.  It's 
Federal-State-county-city-other  subdivisions. 

They  say  that  you  can  stand  on  the  Empire  State  Building  and 
look  at  250  governmental  jurisdictions  if  you  know  they  are  there.  I 
don't  know  how  many  there  are  in  a  place  like  this,  but  there  are  a 
great  many.  And  we  have  let  the  thing  get  completely  out  of  hand 
in  terms  of  an  overview  of  what  is  happening  to  the  citizens  who 
are  the  weakest  people  in  our  society. 

What  I  am  trying  to  do  is  say  that  I  think  your  point  is  utterly 
valid  and  that  this  is  the  essential  difficulty  that  we  are  trying  to 
confront  when  we  deal  with  this  kind  of  thing. 

Mr.  FiNLAY.  Well,  I  would  like,  if  I  could,  to  furnish  you  a  copy  of 
my  letter  to  Miss  Shalala.  David  Frost  suggested  I  write  Miss 
Shalala.  He  interviewed  me  a  couple  of  times,  and  I  wrote  her.  And 
I  was  turned  down.  But  the  reason  I  was  given  ultimately  when  I 
pried  into  it  was  that  they  were  afraid  the  idea  might  not  work, 
which  I  told  them  on  the  front  end  that  you  might  not  be  able  to 
reduce  it  to  these  narratives  of  individual  profiles  and  then  say  this 
household  recurs  in  the  city  of  Columbia  350  times  and  the  follow- 
ing census  facts,  if  you  vary  the  factors,  recur  an  additional  100 
times. 

The  reason  I  finally  dug  out  of  them  was  that  they  were  afraid  it 
would  qualify  for  one  of  Senator  Proxmire's  golden  fleece  awards. 

Mr.  BoLUNG.  Well,  of  course,  that's  a  major  element  of  the 
Federal  Government  today.  I  suspect  that  all  of  us,  but  surely  at 
the  Federal  level,  know  that  people  are  looking  over  their  shoulder 
for  the  future  investigation  of  whatever  they  do,  if  they  turn  out  to 
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be  wrong  and  if  you  have  got  a  situation  where  you  have  to  be 
right  every  time,  you  never  make  a  decision. 

Mr.  FiNLAY.  I  think  it's  worth  the  gamble,  and  I  am  going  to  get 
it  done. 

Mr.  BoLLiNG.  I  would  like  to  see  it. 

Mr.  FiNLAY.  I  will  send  it  to  you. 

Mr.  Beilenson.  I  enjoyed  hearing  very  much  the  views  that  you 
gentlemen  have.  Mayors  are  more  articulate  these  days  than  they 
used  to  be,  or  maybe  it's  that  southern  mayors  are  more  articulate. 

Mr.  Derrick.  South  Carolina  mayors. 

Mr.  Beilenson.  I  was  going  to  say,  although  I  don't  really  need 
to  because  obviously  Chairman  Boiling  understood,  that  I  may  not 
have  understood  all  the  remarks  being  made  by  Mayor  Finlay,  but 
I  was  sure  that  those  of  us  who  also  went  to  Harvard  Law  School 
knew  exactly  what  he  was  trying  to  say. 

Mr.  BoLLiNG.  Even  people  from  the  University  of  the  South 
understood. 

Mr.  Beilenson.  I  was  grateful  to  him  for  having  pin-pointed  in 
that  there  are  apparently  a  lot  of  problems  in  Atlanta,  rather  than 
in  Washington,  D.C.  Apparently,  some  of  your  problems  and  some 
of  ours,  at  least  in  terms  in  having  arrived  here  a  couple  of  hours 
late  yesterday  stemmed  from  problems  in  Atlanta  as  well.  Maybe 
people  are  complaining  too  much  about  the  Federal  Government 
and  not  enough  about  Atlanta. 

I  found  particularly  interesting  and  helpful  the  remarks  of 
Mayor  Wingard.  Mr.  Derrick  knows  about  small  town  problems 
and  he  knows  about  municipal  government  having  been  on  the 
Banking  Committee.  And  Chairman  Boiling  knows  because  he 
knows  just  about  everything,  or  leads  us  to  believe  that  he  does. 

The  only  small  city  I  represent  is  Beverly  Hills,  and  we  have  had 
an  extraordinarily  difficult  time  acquiring  Federal  funds  for  any- 
thing. That  may  be  largerly  because  the  average  annual  income  is 
twice  that  of  a  Member  of  Congress,  which  is  difficult  to  believe 
but  true. 

But  I  have  learned  a  great  deal  from  these  two  gentlemen,  and  I 
appreciate  that.  Thank  you  for  coming  up  to  testify. 

Mr.  Derrick.  Our  next  two  witnesses  are  Ed  Ninestein,  director 
of  the  Anderson-Oconee  Council  on  Aging,  and  Ruth  Hill,  director 
of  the  Spartanburg  Council  on  Aging. 

Thank  you  both  for  taking  the  time  to  come  down  to  testify  this 
morning,  and  I  know  that  your  testimony  will  be  invaluable  to  use 
as  we  make  decisions  in  this  area.  Mrs.  Hill,  I  don't  know  you  well, 
but  I  particularly  appreciate  you  coming  down  here.  Ed  Ninestein 
and  I  go  back  further  as  our  fathers  roomed  together  in  college 
many  years  ago,  and  he  has  done  an  excellent  job  in  the  Anderson- 
Oconee  area  and  the  upper  part  of  the  district  that  I  represent.  I 
am  especially  pleased  to  have  you  down  here. 

I  suppose  that  our  southern  mores  dictate  that  Mrs.  Hill  go  first, 
even  with  equal  rights. 
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STATEMENT  OF  RUTH  HILL,  DIRECTOR,  SPARTANBURG 

COUNCIL  ON  AGING 

Mrs.  Hill.  Thank  you,  Congressman  Derrick,  and  members  of 
the  committee.  I  am  honored  to  be  invited  here  today  to  give 
testimony,  and  I  hope  that  my  input  will  be  of  some  value. 

If  you  will  allow  me,  please,  to  tell  you  a  little  something  about 
Spartanburg  County,  the  area  in  which  I  serve.  We  are  one  of  the 
fastest  growing  industrial  areas  in  the  Nation.  Industry  has  become 
international  in  this  area  with  more  than  30  firms  representing 
nine  nations. 

We  also  are  proud  to  be  known  as  the  Fresh  Fruit  Capital  and  I 
hope  there  are  no  Georgians  here  to  hear  me  say  this.  But  accord- 
ing to  USDA,  more  fresh  peaches  are  shipped  out  of  the  Spartan- 
burg County  area  every  year  than  the  whole  State  of  Georgia. 
I  am  saying  that  to  say  this.  With  this  tremendous  growth  comes 
more  people.  With  more  people  comes  greater  needs,  and  with 
these  needs  comes  greater  responsibility  on  local  government  and 
social  agencies.  Now  I  am  getting  down  to  the  heart  of  what  I  want 
to  talk  about. 

I  think  I  have  tunnel  vision  because  the  aging  programs  are  all  I 
know,  and  it's  all  I  really  am  interested  in.  I  am  interested  in  the 
welfare  of  the  total  population,  but  I  zero  in  on  the  elderly  needs. 
In  Spartanburg  County,  there  are  over  31,000  people  ages  60  and 
over.  Our  agency,  the  Spartanburg  Council  on  Aging  has  a  definite 
responsibility  to  meet  some  of  the  needs  of  these  people.  Their 
needs  are  varied,  and  their  needs  are  great.  I  won't  go  into  detail 
on  telling  you,  describing  every  service  that  we  provide,  because  it 
is  described  in  a  thumbnail  sketch  in  the  material  that  I  handed 
you  that  you  might  study  later. 

Our  agency  is  presently  providing  information,  referral,  and  out- 
reach. We  are  providing  on  a  limited  basis  transportation  for  elder- 
ly people  to  go  to  places  of  necessity  such  as  the  doctor's  office,  to 
the  clinics,  and  places  of  that  kind. 

We  are  providing  nutritious  meals,  336  to  be  exact,  5  days  a  week 
in  six  different  locations  of  the  county.  We  have  a  senior  day  care 
program  that  is  patterned  after  a  children's  day  care  center,  that  is 
an  alternative  to  nursing  home  care. 

We  have  a  retired  senior  volunteer  program  that  provides  volun- 
teer opportunities  to  the  more  active  elderly  and  provides  a  valua- 
ble service  to  the  total  community.  Under  this  program,  we  are 
providing  the  recently  mandated  program  of  nursing  home  om- 
budsmen, where  our  volunteers  can  visit  in  the  nursing  homes  and 
act  as  a  liaison  between  the  patient,  the  family,  and  the  adminis- 
tration. Through  volunteer  services,  v,?  are  providing  legal  serv- 
ices, and  this  is  coordinated  with  the  Spartanburg  County  Bar 
Association. 

We  also  provide  on  a  limited  basis  in-home  services  where  our 
trained  workers  and  volunteers  can  visit  in  the  home  and  do  small 
chores.  Now  I  don't  want  to  take  up  too  much  time;  but  in  sum- 
mary, in  a  3-month  period,  we  served  2,170  persons.  This  is  an 
unduplicated  number.  We  provided  20,438  units  of  service.  The 
difference  between  a  unit  of  service  and  a  person  is  that  we  might 
provide  one  person  three  trips  to  the  doctor.  That  is  three  units  of 
service,  but  it  still  boils  down  to  the  one  person. 
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So  we  try  to  give  a  clear  and  truthful  picture,  we  give  the 
duplicated  and  unduplicated  services.  This  might  look  impressive, 
but  this  is  being  done  with  12  full-time  staff  people,  which  includes 
administrative  staff  such  as  secretary,  program  directors,  and  so 
forth,  and  12  part-time  people.  You  can  see  readily  that  the  service 
I  have  just  pointed  out  to  you  has  required  many,  many  hours  of 
overtime  work,  which  we  are  not  funded  to  pay  these  people  for.  It 
means  that  they  are  dedicated  people,  interested  in  the  people  that 
they  serve. 

In  some  of  the  recommendations  and  observations  that  I  have 
found  in  my  research  for  this  presentation,  I  would  hope  that  you 
would  take  a  hard  look.  And  I  might  be  touching  on  something 
more  sensitive  than  somebody  else  has  touched  on.  We  at  the  aging 
program — and  I  am  sure  that  I  can  speak  for  the  aging  programs 
across  the  State — are  so  short  funded,  we  are  so  short  staffed,  and 
the  need  is  so  great.  Yet  our  funds  are  so  limited  that  we  cannot 
actually  meet  the  need. 

I  would  question  the  need  for  the  new  Office  of  Education,  which 
is  a  $14  y2  billion  figure.  I  am  wondering  if  that  is  not  a  duplication 
of  HEW. 

To  get  down  to  some  of  my  recommendations,  right  down  on  the 
grassroots,  I  would  like  to  see  you  require  us  to  submit  proper 
reports,  documentation  of  how  our  funds  are  being  spent,  because 
this  is  only  right  for  us  to  be  accountable  for  every  dollar  that  is 
given  to  us.  However,  some  of  the  mounds  of  paperwork  that  we 
have  to  do  can  certainly  be  curtailed,  and  that  has  been  said  here 
this  morning,  too,  because  in  doing  this  paperwork,  and  a  lot  of  it 
is  duplication,  it  takes  the  staff  away  from  serving  the  individual. 

There  is  a  lot  of  redtape  to  all  of  this,  too.  I  would  recommend 
that  all  appropriated  moneys  in  aging  programs  be  channeled 
through  an  umbrella  agency  that  specializes  in  programs  for  the 
aging.  Any  time  that  moneys  are  distributed  on  a  fragmented 
basis,  efficiency  and  effectiveness  are  lost  and  overlap  becomes 
evident. 

Let  us  take  one  example,  the  energy  money  that  is  being  spent 
through  CSA  and  transportation  for  the  elderly  that  the  CSA  gets. 
We  cooperate  with  those  agencies,  but  they  zero  in  on  the  real  low 
income.  But  let's  not  forget  the  person  that  just  misses  the  poverty 
level  by  a  few  dollars,  and  yet  are  not  rich  by  any  means. 

These  people  suffer  because  there  is  no  help  for  them.  If  money 
were  channeled  through  councils  on  aging  to  meet  these  needs,  I 
think  it  could  be  done  more  efficiently. 

Last  but  not  least,  in  my  recommendations,  I  beg  you,  please,  to 
use  your  influence  to  not  allow  a  part  of  the  social  security  checks 
to  be  taxed  as  is  now  being  recommended.  These  people,  many  of 
whom  have  lived  through  two  world  wars,  have  lived  through  the 
Great  Depression,  have  paid  taxes  all  their  lives,  and  have  raised 
families  that  are  our  leadership  today,  should  not  be  punished  for 
growing  old. 

Let's  help  them,  if  we  can,  to  make  their  so-called  golden  years 
something  that  can  be  lived  in  comfort,  because  they  deserve  all 
the  benefits  that  our  society  can  possibly  give  them.  And  certainly 
they  do  deserve  to  live  their  last  years  in  dignity.  Thank  you. 

[The  material  referred  to  by  Mrs.  Hill  follows:] 
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History  &  Purposes 

On  October  5,  1971,  the  Spartanburg  Council  on  Aging,  In- 
corporated, was  duly  organized.  The  need  for  an  agency  of 
this  kind  was  established  through  the  gathering  of  data  and 
a  three  year  study  by  the  Committee  on  Aging,  Council  for 
Spartanburg  County  with  the  purpose  being  to  coordinate, 
promote  and  provide  programs  and  services  for  the  welfare 
of  the  Aging  in  Spartanburg  City  and  County.  Funding  was 
available  through  Title  III  of  the  Older  American  Act  channel- 
ed through  the  South  Carolina  Commission  on  Aging  with 
the  City  of  Spartanburg  through  the  Model  Cities  Program 
providing  the  local  match. 

Membership  consists  of  all  persons  who  apply,  pay  their 
dues  and  are  interested  in  fostering  and  promoting  the  pro- 
grams of  this  agency. 

The  Annual  Membership  Meeting  is  held  the  first  Tuesday  in 
October  unless  changed  by  action  of  the  Board  of  Directors. 


******** 


—  Agency  Structure  — 

The  Spartanburg  Council  on  Aging,  Incorporated,  is  govern- 
ed by  a  Board  of  Directors,  24  of  which  are  elective  members 
and  19  are  Agency  Representatives. 

Regular  monthly  meetings  are  held  the  first  Tuesday  of  each 
month  unless  changed  by  action  of  the  Board. 

Officers  and  new  members  are  elected  and  installed  at  the 
Annual  Meeting  held  in  October  of  each  year  after  which 
Committees  are  appointed  by  the  President  of  the  Board  to 
carry  out  Board /Agency  responsibilities. 

Each  program  of  the  Spartanburg  Council  on  Aging,  Incor- 
porated, is  supervised  by  a  Program  Director  who  is  respon- 
sible to  the  Executive  Director.  Each  Program  Director  has 
staff  under  his/   her  supervision  to  render  services. 

The  Executive  Director  is  the  Administrative  Officer  of  the 
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Agency  and  is  responsible  for  coordination  of  all  programs 
and  services,  accounting,  planning,  surveys,  federal  grant 
proposals,  budgetting  (Local  -  State  -  Federal),  and  is  the 
liaison  to  the  Board  of  Directors. 


******** 


Funding  Sources 
1979-  1980 

CITY  OF  SPARTANBURG 

SPARTANBURG  COUNTY  COUNCIL 

SOUTH  CAROLINA  COMMISSION  ON  AGING 

DEPARTMENT  OF  SOCIAL  SERVICES 

ACTION,  WASHINGTON,  D.  C. 

UNITED  WAY  OF  SPARTANBURG  COUNTY 

PUBLIC  SERVICE  EMPLOYMENT 

APPALACHIAN  COUNCIL  OF  GOVERNMENTS  i 

PRIVATE  CONTRIBUTORS 


The  Spartanburg  Council  on  Aging,  Incorporated,  is  a  tax  ex- 
ennpt  organization  under  section  (501)  (c)  (3)  of  the  Internal 
Revenue  Code.  All  programs  receive  an  annual  audit  under  a 
Certified  Public  Accountant  Firm  and  are  subject  to  federal 
Audit  at  any  time. 


*  *  *  * 


Programs 

FIELD  SERVICES 

Under  this  program  a  broad  spectrum  of  services  are  provid- 
ed. 

Senior  Multipurpose  Center  &  Satellite  Nutrition  Centers 

July  1,  1979,  the  Senior  Multipurpose  Center,  located  at  260 
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North  Church  Street  in  the  heart  of  downtown  Spartanburg, 
became  a  part  of  the  Field  Services  Program  through  an 
Agency  restructure  effort.  Under  this  structure,  programs 
and  services  were  greatly  enlarged  upon  including  daily 
noon  day  meals,  yet  maintaining  a  happy  and  free  at- 
mosphere for  those  not  wishing  to  participate  in  planned  ac- 
tivities. Through  this  move  to  utilize  both  staff  and  funds  to 
a  greater  advantage,  this  Center  was  designated  by  the  Area 
Agency  on  Aging  —  Appalachian  Council  of  Governments 
as  the  official  focal  point  of  services  to  the  aging  in  Spartan- 
burg County. 

From  this  focal  point  a  multiple  of  services  are  provided  to 
all  areas  of  the  County.  Satellite  Centers  are  located  in  five 
other  municipalities  providing  noon-day  meals,  five  days  per 
week  and  featuring  socialization,  health  related,  educa- 
tional, recreational,  information,  transportation  and 
volunteer  opportunities.  The  locations  of  these  Satellite 
Centers  are:  C^mp  Croft  Courts,  Spartanburg,  Stilwell 
Manor,  Inman,  Landrum  Estates,  Landrum,  Chesnee 
Y.M.C.A.,  Chesnee,  and  Kelly  Acres,  Woodruff. 

INFORMATION,  REFERRAL  &  OUTREACH 

f^any  older  persons  are  in  need  of  services  but  do  not  know 
where  to  go  to  obtain  the  services  needed.  The  Council  on 
Aging  has  a  staff  of  trained  persons  who  can  go  into  the 
home  of  the  older  person,  council  with  and  evaluate  their 
needs  and  refer  them  to  the  proper  agency.  The  outreach 
worker  will  make  appointments,  arrange  transportation  and 
follow-up  to  insure  that  needed  services  have  been 
rendered. 

TRANSPORTATION 

The  Spartanburg  Council  on  Aging,  Incorporated,  has  a  new 
15  passenger  van  equipped  with  a  hydrolic  lift  and  spring 
loaded  step  to  accommodate  the  handicapped  older  person 
and  three  station  wagons  all  of  which  are  used  to  provide 
transportation  to  places  of  necessity  such  as  doctor's  of- 
fice, hospital,  drug  store,  clinics,  etc.  Appointments  must 
be  made  24  hours  in  advance  unless  in  cases  of  emergency. 

SPECIAL  SERVICES 

Through  a  cooperative  effort  of  the  Field  Services  Program, 
the   Retired   Senior  Volunteer   Program,   the   First   Baptist 
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Church  of  Spartanburg,  and  Second  Presbyterian  Church, 
services  have  been  developed  in  the  areas  of  legal  services, 
senior  budget  counseling,  in  home  services,  and  transporta- 
tion for  grocery  shopping. 

RETIRED  SENIOR  VOLUNTEER  PROGRAM 

This  is  a  progrann  organized  to  bring  the  older  person  back 
into  the  nnainstream  of  life  through  meaningful  volunteer  op- 
portunities. These  older  volunteers  provide  servic^es  to  42 
different  non-profit  organizations  and  institutions  in  Spar- 
tanburg City  and  County.  In  some  cases  volunteers  serve  on 
individual  basis  such  as  friendly  visiting,  letter  writing  for 
the  ill,  simple  home  chores,  repairs,  etc.  There  are  presently 
347  older  persons  enrolled  in  this  program.  Guidelines  allow 
the  payment  of  out-of-pocket  expenses  to  be  paid  the 
volunteer  such  as  transportation  to  and  from  the  point  of 
service  and  up  to  $1 .35  for  a  meal  if  service  extends  through 
a  lunch  hour. 

A  Nursing  Home  Ombudsman  Program  has  been  establish- 
ed under  RSVP  supervision  and  provides  for  the  om- 
budsman visiting  in  the  nursing  home  to  serve  as  liaison 
between  patient,  family  and  administration  to  assure  an 
open  line  of  communication  and  relationship. 

The  Retired  volunteers  are  also  a  part  of  the  Continuing 
Education  Program  as  USC-Spartanburg,  serving  as  tutors 
for  aliens  seeking  their  United  States  Citizenship. 

SENIOR  DAY  CARE 

This  program  provides  care  for  the  older  person  who  has 
reached  the  stage  in  life  where  they  should  not  be  left  at 
home  alone  during  the  day  while  family  members  are  at 
work.  The  Council  on  Aging  provides  transportation  to  the 
Day  Care  Center.  Upon  arrival  they  are  given  a  light  breakfast 
and  at  noon  a  nutritious  meal.  Activities  are  planned  to 
motivate  them  to  be  as  active  as  possible.  Professional  staff 
is  on  duty  to  set  goals,  measure  progress  and  administer  to 
their  needs.  This  program  is  open  from  8  a.  m.  to  5  p.  m.,  5 
days  per  week.  There  is  no  charge  for  this  service.  Par- 
ticipants must  be  certified  for  eligibility  by  the  DSS 
(Department  of  Social  Services.) 
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SENIOR  TOURS 

Both  short  and  extended  tours  are  planned  by  the  Council 
on  Aging  to  meet  the  interest  of  the  person  who  enjoys 
traveling.  These  tours  are  planned  totally  for  the  enjoyment 
of  the  senior  citizen  and  are  priced  as  economically  as 
possible.  The  Tour  Director  escorts  all  trips  and  everything 
is  included  in  the  total  price  except  meals.  All  motel  reserva- 
tions are  made  well  in  advance  as  are  reservations  for  all 
points  of  interest.  Trips  have  been  planned  to  Nova  Scotia, 
New  Orleans,  Washington/  Amish  Country,  Nashville,  Ten- 
nessee, Florida,  cruises  to  the  Bahamas  and  the  Caribbean, 
and  a  22  day  trip  to  the  West  Coast  (Los  Angeles,  San  Fran- 
cisco, Las  Vegas,  etc.)  A  trip  calendar  is  planned  six  months 
in  advance. 
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Program  Statistics  &  Units  of  Service  since  October,  1978. 

9850  Units  of  Information,  referral 

and     outreach    (10     month 

period). 
1891  Transportation  -  27,088  miles 

(medical  services) 
36,782  Meals  served  (11  month) 

2  New  Centers  developed 

(Woodruff-Chesnee) 
347  Senior  Volunteers 

42  Volunteer  stations 

27,963  Volunteer  hours  contributed 

6,219  Units  of  service  to  Day  Care 

Clients 
300  Wills  written  for  seniors  by 

members  of  the  Spartanburg 

County  Bar  Association. 


COMMUNITY  AWARENESS 

Weekly  Newspaper  column  (Senior  Citizen  Corner),  Special 
Feature  Stories  (Newspaper  &  T.V.),  Special  Feature  News 
Items  T.V.;  Weekly  Cable  T.V.  Programs  (Senior  Digest); 
Public  Service  Announcements  (all  radio  stations  and  T.V.); 
The  Golden  Page;  (Agency  Newsletter);  Speaking 
engagements  (Churches,  Civic  Clubs,  Institutions,  etc.); 
Spartanburg  Association  for  Community  Education  (ful) 
page)  Brochure. 


******** 


NEW  BUILDING 

Seven  hundred  and  thirty  thousand  dollars  has  been  ap- 
propriated for  a  new  Senior  Citizen  Center  in  Spartanburg. 
This  has  been  made  possible  through  the  gracious  coopera- 
tion of  the  City  Council  using  Community  Development 
monies. 

At  a  special  meeting  of  the  Board  of  Directors  of  the  Spar- 
tanburg Council  on  Aging,  Incorporated,  on  October  11, 
1977,  a  unanimous  decision  was  was  made  to  accept  with 
grateful  appreciation,  the  offers  of  the  Spartanburg  City 
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Council  and  the  Spartanburg  County  Council  to  locate  the 
new  Senior  Citizen  Center  in  the  Evans  Junior  High  School 
building.  This  decision  was  based  on  central  location,  solid 
construction,  reasonable  costs,  close  proximity  to  other 
social  agencies  and  the  Main  Street  Mall. 

This  decision  provides  for  new  and  latest  equipment  for  ac- 
tivity rooms,  recreation,  education,  library,  separate  Day 
Care  Unit,  kitchen  &  cafeteria,  board  rooms,  and  offices, 
room  for  expansion,  plenty  of  parking  and  much,  much 
more. 

We  are  most  grateful  to  both  local  governments,  the  United 
Services  Council,  the  News  Media,  the  lay  Community  and 
many  others  for  their  recognizing  and  meeting  this  great 
need. 

We  also  wish  to  extend  our  appreciation  to  the  Architectual 
firm  of  Chapman,  McMillian,  and  Satterfield  who  did  the 
preliminary  planning  and  to  Westmoreland,  McGarity  and 
Pitts  who  are  the  Architects  for  the  total  project  for  their  ge- 
nuine interest  and  eagerness  to  please.  This  has  been  and 
continues  to  be  a  total  cooperative  effort  of  the  entire  com- 
munity. 

******** 
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Elective  Board  Members 


TERM  EXPIRES  OCTOBER,  1979: 

Mrs.  H.  B.  Theiler 

Mrs.  Geneva  Whitmire 
Attorney  Bruce  Foster 
Rev.  Randell  Lawless 
Mrs.  Liz  Patterson 
Edgar  Smith 

Bruce  Thurnnond 
T.  V.  Bates,  Jr. 


TERM  EXPIRES  OCTOBER,  1980 

Mrs.  Pauline  Brewton 
Mrs.  Maude  Hardy 
Donald  Huntington 
T.  W.  Edwards,  Jr. 
Charlie  Newcomb 
R.  E.  Ward,  Jr. 
T.  D.  Stilwell 

Keller  T.  Cogswell 


TERM  EXPIRES  OCTOBER,  1981 

Arthur  Abercrombie 

Mrs.  Annette  Boger 

Ms.  Charlie  Mae  Campbell 
Howard  Clarkson 

Mrs.  Jocelle  Heatherly 
J.  W.  Lawrence,  Sr. 
Delacy  C.  Parker 
Mrs.  Corrie  Whitlock 
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Agency  Representatives 


Bethlehem  Center  -  To  be  named 

Church  Women  United  -  Mrs.  Ruth  Fox 

Clemson  Extension  Service  -  Miss  Linda  Durham 

United  Service  Council  -  Mrs.  Stuart  Collin 

Spartanburg  County  Council  -  Joe  Watson 

County  Health  Department  -  Mrs.  Joy  Hodge 

Department  of  Education  -  Harold  C.  Davis 

Service  to  Families  -  Jim  Springer 

Mental  Health  Clinic  -  Mrs.  Susan  Woodard 

Piedmont  Community  Actions,  Inc.  -  John  Shennan 

Social  Security  Administration  -  Ralph  Derrick 

Spartanburg  Bar  Association  -  Frank  A.  Lyies 

City  of  Spartanburg  -  Marion  Bryson 

Spartanburg  General  Hospital  -  Zerno  Martin 

Spartanburg  Housing  Authority  -  Frank  Gooch 

Spartanburg  Ministerial  Assoc.  -  Rev.  Sam  Poston 

Sptbg.  Parks  &  Recreation  Dept.  -  Russell  E.  Hart 

Social  Service  Association  -  To  be  named 

United  Way  of  Spartanburg  County  -  Mrs.  Jerri  Greene 
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Spartanburg  Council  on  Aging,  Inc.  Staff 


Mrs.  Ruth  B.  Hill Executive  Director 

Mrs.  Ellen  Wilkinson Assistant  Executive  Director 

in  charge  of  Field  Services 

Mrs.  Doris  Bohling Head  Bookkeeper 

Mrs.  Maxine  Revels Secretary/   Receptionist 

Mrs.  Judy  Neal .  .  Director,  Retired  Senior  Volunteer  Program 

Mrs.  Beverly  Hargrove Director  Senior  Adult  Day  Care 

Mrs.  Joan  Pearsall Social  Development  Director/ 

Multipurpose  Center  Nutrition  Director 

Mrs.  Betty  Kesig Assistant  Director 

Senior  Adult  Day  Care 

Mrs.  Mary  McCollum Tour  Director 

Mrs.  Rose  England Senior  Aide 

Senior  Adult  Day  Care 

Mrs.  Peggy  DeBruhl Satellite  Nutrition  Center  Director/ 

Outreach  Counselor,  Landrum 

Ms.  Gloria  Foy Satellite  Nutrition  Center  Director/ 

Outreach  Counselor,  Stilwell  Manor 

Mrs.  LenaSherbert Satellite  Nutrition  Center  Director/ 

Outreach  Counselor,  Kelly  Acres,  Woodruff 

Mrs.  Hettie  Lytle Satellite  Nutrition  Center  Director, 

Chesnee 

Mrs.  Adele  Bowers Satellite  Nutrition  Center  Director 

Camp  Croft 

Mrs.  Brenda  Draper Secretary/Bookkeeper  RSVP 

Mrs.  Kay  Upton Records  Keeper 

Mrs.  Lillie  Leggs Driver 

Mrs.  Pauline  Thresher Driver/Aid, 

Multipurpose  Center 

Ms.  Nancy  Bailey Driver 

Mrs.  Pauline  Yarbrough  .  .  .  Center  Aide  Multipurpose  Center 

Leonard  Hill Outreach  Counselor 

Ms.  Bessie  H.  Lee Outreach  Counselor 

Ms.  Helen  Moore Driver 

T.  R.  Hayes Outreach  Counselor 

Hubert  Wofford Custodian 


1137 


^Si  SPARTANBURG    COUNCIL    ON    AGING.    INC. 

P.O.    Box    55«Z    -    Izlz^honz    585-446^    -    SpaJitanhaKg,    S.C.    29304 

~~  h'ovzmbZA,    f979 


Volamz   9,    No.    11 


VJiom  thz 
dz-ik    oi    thz 
Exzcativz 

t)4.JlZCtOA 


One   y 
Counc 

ly"   i 

ion, 

timz 

Amo 
Ition 
oi    a 
uA.g, 


zo.fi  ago  0 
it  on  figi 
Ity  oi  pA. 
n   Spartan 

AZ{iZA.A.at, 

all  thziz 
ng   thi-ts   e 

CzntZAi 
nuViition 
with   tota 


n  Octobzi  16th,  197S  th 
ng,  IncoApoAatzd ,  a44uri 
oviding  "Tizld  ^ZJivicz-i 
buA.g  County  which  inclu 
out/izach,  tA.an.ipo A tati 
-iziyiicz^  havz  bzzn  gJiz 
x.pan^ion  uoZKZ  thz  dzvzZ 
at  i>'oodn.aii   and   Chzinzz 

pAogAam   at  thz   S:.nioA 
I   CzntzA-i   in   SpaAtanbaA 


z   SpaAtanbuAg 
zd  thz   AZ-ipon- 

ioA   thz   EldZA- 
dzi  inioAmat- 
on  a.A   natAi- 
atly   znloAgzd 
opmznt   oi   two 

a4  wztl   a4 
lialtipaApo.iZ 
g   County   bz- 


tion.      Sincz   that 
and  impAovzd   upon, 
nzw  iatzllitz   natA 
thz   z-itabii^hmznt 
CzntZA   in   SpaAtanb 
ing  iix. 

In  thz   tAan^poAtation   pAogAam  two   ntw  vzhicZz^   havz   bzzn  puAcha-izd, 
a   15   pa^-izngZA   van   zquippzd  with  a   hydAaulic   Hit  and  -itzp  to   accomm- 
odatz   thz   handicappzd   and   a  nzw  station  wagon   to   tAan-ipoAt   oZdzA 
pe/i40rt-6  to   placzi,   oi    nzc.z^i>ity .      Thi-i   ii>   in   addition   to   thz  two   ita- 
tion  wagoni   obtainzd   at  thz   onizt   oi   thii   pAcgAam. 


Thz    C 
dayi 

ouncil   0 
zach   wee 

Thz    R 
Aoliz 
VuAin 
hou.A4, 
gztic 

ZtiAZd 

d   and 
g   thz 
ha\)Z 
gAoup 

S 

PA 

yz 
be 

SznioA    day    Ca 
gAam  6ZAvZi   c 

^ZAviCZ     iAZZi 

li\jZ6   and   add 

n   Aging   HatAition   pAogAam  i-i 
k   which   i-i    1 01    incAZa-iZ    iAom 

znioA  ^olantzzA  VAogAam  ha-i  3_ 
oviding  .iZAvicz^i  thAoaghout  5 
aA  iAom  OctobzA,  191 i  to  Octo 
Zn   contAibutzd   to   thz    Comr^uni 

AZ   ii   pAoviding   iZAvicz-b   to   1 

4  an   altZAnativz   to    nuA-iina  Ti 

thz    iamily   mzmbzAi   to    obtain 

4  to   thz    zconomn    oi    thz    Ccmmu 


now  ^ZAving    236    mzal-i ,    iivz 
onz   yzaA   ago. 

47   iZnioA    voluntZZA'i   zn- 
paAtanbuAg   City  and   County. 
bZA,    1979    27 ,963    voiuntZZA 
ty   by   thii   unt'LAing   znZA- 

£  pzAion^   daily.      Thii   pAO- 
orP.   caAZ.      Thii   paAticuloA 
jobi,    ^ohich    znAichZi   thziA 

nit  If . 


All   thz   abovz   mzntionzd   iZAviczi   aAZ   nadz   pc-i-iiblz   thAoagh    izdzAal 
qAanti  with   thz   United   I'^ay ,    City,    County,    and   S.C.    Commiaicn   on 
Kging      pAoviding   thz   local   match   monizi;    AAA  (A^ca  f-gzncy    on   Aging] 
pAOvidzi-    tzchnical  aiiiitancz . 


We  oAe  tAuly   gAatziul   to    oua    ianding 


[ce-6  ioA    thziA    iUppOAt. 


II 


■zcj^^'.  J/cit- 


Vuth    B.    Hill 


Exzcutivz    ViAZCtoA 


1138 


Page.   2 


THE   GOLVEt^^   PAGE 


NouembeA,  1979 


Tfian/ipoAtat^on 

WUTRITION 
FIELP  SERVICES 
InjoAmat-Lon 


Outreach  Services  for  the  elderly  are  greatly 
needed.   This  service  involves  visiting  in  the 
home  of  the  older  person,  counseling  and  eval- 
uating needs  and  referring  to  the  proper  Agency 
which  can  provide  the  services  to  meet  those 


particular  needs. 

Our  Staff  is  limited  and  because  of  this  we  ere  soliciting  volunteers 
who  can  provide  outreach  services  in  their  own  cc-nmunities .   All 
volunteers  will  be  given  proper  training  by  professional  instructors. 
We  are  able  to  pay  .16<?  per  mile  for  miles  driven  on  outreach  so  that 
cost  of  driving  will  be  m.et. 

We  are  sharply  aware  that  the  isolated  elderly  are  not  being  reached 
by  the  media  in  such  a  way  that  they  ask  for  the  services  they  need. 
Personal  contact  is  needed.   If  we  have  enou  h  volunteers,  we  can 
reach  out  into  the  entire  county  1   A  volunteer  working  6  to  10  hours 
a  week  in  familiar  territory  can  do  a  significant  amount  of  needs 
assessment,  information  giving,  and  making  referrals.   We  are  search- 
ing for  volunteers,  any  age,  who  have  an  available  car.  Call  585-8735. 

The  Grocery  shopping  assistance  for  the  people  in  the  Spartan  Mill  and 
Archibald  Rutledge  Apartments  is  under  way  through  the  generous  assis- 
tance from  First  Baptist  Church.   Second  Presbyterian  is  ..waiting 
from  us  a  list  of  names  and  a  schedule.   These  will  be  from  the  Wofford 
College  area.   The  willingness  of  these  two  churches  to  assist  the 
Council  on  Aging  in  an  effort  to  meet  a  very  special  need  is  greatly 
appreciated.   We  believe  there  are  other  churches  in  the  County  ren- 
dering this  kind  of  service,  and  want  to  he^r  from  tham. 

Our  Staff  wishes  to  recognize  the  great  contribution  made  to  our  pro- 
grams by  Leonard  Hill  during  the  nast  year.   He  has  be-n  forced  to 
retire  due  to  a  stroke.   He  is  doing  well  but  will  not  be  working 
except  as  a  volunteer.   A  tribute  is  fitting  for  his  devotion  to  Sen- 
iors all  over  Spartanburg  County.   Tj  are  deeply  indebted  to  you, 
Leonard.   We  are  looking  forward  to  having  you  spend  some  time  in  the 
Center  to  share  your  knowledge  and  spirit. 


(Mrs.)  Ellen  Wilkinson 
Assistant  to  Exe  ative  Director 
in  Charge  of  Field  Serv-ces 


****** 


RSVP !  RSVP ! 

RSVP! 
RSVP !  RSVP ! 


It's  great  to  be  back  at  \'ork  a.  1  I  would  like  to 
thank  each  of  you  for  your  cards  and  -"isits  during 
my  stay  in  the  hospital. 


The  Annual  Recognition  Dinner   for  our  volunt-^ers  has 
been  postponed  until  November.   A  Thanksgiving  Recognition  is  in  the 
making  with  lots. of  good  food  and  entertainment.   An  invitation  will 
be  mailed  as  to  the  date,  time  and  place.   We  encourage  each  of  you 
to  attend,  as  this  is  just  for  the  volunteers.   Awards  and  pens  will 
be  presented   according  to  your  years  of  service  with  RSVP. 


1139 


November,  1979  THE  GOLDEN  PAGE  Page  3 

Volunteers  are  still  needed  to  serve  as:  (1)  Ombudsman  in  Nursing 
Homes,  (2)  Teachers  Aides  in  Public  Schools,  (3)  Office  assistant, 
and  (4)  senior  escort  to  doctor's  office  or  grocery  shopping. 

Many  of  the  Community  groups  such  as  Cowpens,  Woodruff,  and  a  newly 
organized  group  of  seniors  at  Enoree  are  making  much  needed  objects 
for  our  nursing  homes.   All  of  these  groups  have  RSVP  volunteers 
and  we  are  real  proud  that  they  are  meeting  such  a  great  community 
need. 

As  the  Thanksgiving  Season  approaches  let  us  all  take  time  to  count 
our  many  blessings 

(Mrs.)  Judy  Neal,  Program  Director 
Retired  Senior  Volunteer  Program 
****** 
ADULT  DAY  CARE 

Day  Care  participants  are  motivated  to  stay  active  which  contributes 
to  their  happiness  and  well-being. 

Projects  and  activities  planned  for  the  immediate  future  are  a  "Care 
and  Share"  program  whereby  they  will  make  holiday  favors  to  be  given 
to  homebound  persons.   Table  decorations  will  be  made  for  the  RSVP 
Volunteer  Recognition  Dinner  as  a  Day  Care  Craft  Class. 

In  our  exercising  program  disco  dancing  has  become  very  popular  and 
nature  walks  to  gather  bright  colored  leaves  are  most  enjoyable. 
Unusual  rocks  are  being  collected  as  a  science  project  and  will  be 
displayed  in  the  Day  Care  Room. 

We  are  grateful  for  the  Community  involvement  and  interest  in  the 
Senior  Day  Care  Services.   Children  from  Woodland  Heights  Elementary 
School  will  be  helping  us  decorate  for  the  holidays  and  we  express 
our  appreciation  to  the  student  nurses  from  the  Spartanburg  General 
Hospital  School  of  Practical  Nursing  for  their  help  while  visiting 
and  studying  our  program  recently. 

We  invite  you  to  visit  us  and  see  us  in  action. 

(Ms.)  Beverly  Hargrove 

Program  Director-Adult  Day  Care 

****** 

TRIPS 

Our  last  scheduled  trip  of  the  year  is  the  Florida  Trip,  November 
12  -  20,  1979.   This  one  is  filled  to  capacity  at  present  and  we 
have  a  waiting  list.   If  you  are  interested,  call  and  get  your  name 
on  the  waiting  list.   We  don't  know  yet  if  there  will  be  a  second 
trip.   Your  response  will  determine  that.   The  price  is  $285.00 
double  occupancy  and  $385.00  single. 
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We  will  be  making  up  our  schedule  of  tours  for  next  year  soon  and 
we  will  welcome  your  suggestions. 

We  have  arrived  at  a  date  for  our  Hawaiian  Trip.   It  will  be  April 
17  -  26,  1980,  ten  (10)  days  and  nine  (9)  nights,  and  will  cover 
three  (3)  Islands  -  Honolulu,  Maui,  and  Hawaii.   We  are  quoting  a 
tentative  price  of  $956.00  per  person  based  on  double  occupancy,  but 
it  will  be  subject  to  change  in  case  of  an  increase  in  air  fare. 
Vfe  hope  this  will  not  happen,  but  v/ith  the  fuel  crisis,  it  is  poss- 
ible.  We  will  give  you  more  details  later.   Cancellations  must 
be  made  at  least  thirty-five  (35)  days  before  departure.   A  deposit 
of  $100.00  is  due  now  with  the  balance  to  be  paid  in  equal  payments 
of  $216.50  on  the  10th  of  December,  January,  February  and  March. 
I  will  be  glad  to  answer  any  questions.   Call  me  at  585-4468. 


(Ms.)  Mary  McCollum 
Tour  Director 

****** 

CENTER  ACTIVITIES 

I  would  like  to  thank  the  Staff  and  the  Senior  Citizens  for  all  the 
kindness  and  concern  shown  me   during  my  recent  illness.   A  simple 
"Thank  you"  is  not  adequate  but  it's  all  I  can  pay.   A  greater 
bunch  of  people  can't  be  found.  Thank  you  for  caring. 

The  Friday  Night  Dance  is  going  over  real  well.   Be  sure  to  come 
and  be  prepared  to  have  lots  of  fun.   Encourage  the  men  to  come  so 
that  there  will  be  dancing  partners  for  everyone.   November  16,  7  P.M. 

Pleas'u  note  the  Crime  Prevention  Program  on  the  5th  of  November  at 

II  A.M.   This  is  an  important  program  because  it  teaches  you  to 
protect  yourself  and  how  to  avoid  being  attacked. 

Gingham  Square  has  offered  to  come  again  this  year  and  teach  Chris- 
tmas Crafts.   This  class  is  free  but  you  will  have  to  buy  your 
materials.   Please  note  the  macrame  and  erochet  classes  to  be  offered. 

You  are  invited  to  our  Thanksgiving  Luncheon  on  November  21.   (YOU 
MUST  MAKE  A  RESERVATION)  in  order  to  have  a  meal.   There  is  no 
set  charge  for  the  meal  but  CONTRIBUTIONS  WILL  BE  EXPECTED.   Surprise 
entertainment! ! ! 


(Mrs.)  Joan  Pearsall 
Social  Development  Director 
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GOOD  NUTRITION  FOR  SENIOR  CITIZENS  -  Do  you  wonder  sometimes  if  you 
are  eating  the  right  foods?   It  is  true  that  the  only  raw  materials 
that  your  body  has  to  repair  its  tissues  must  come  from  the  food  you 
eat. 

You  need  the  same  ar.-junt  of  protein,  vitamins,  and  minerals  that  you 
needed  when  you  v/ere  a  younger  adult.   However,  you  do  not  need  as 
many  calories,   "Empty"  calcries  which  come  from  foods  high  in  fat 
and  sugar  should  not  have  much  place  in  your  diet. 

In  recent  national  nutrition  surveys  the  nutrients  found  most  li>:ely 
to  be  deficient  in  the  diets  of  Senior  Citizens  v/ere  calcium,  iron, 
Vitamin  C   and  Vitamin  A.   Excellent  sources  of  these  nutrients  are 

as  follows:   CALCIUM Milk  &  Cheese,  IRON Liver,  Other  meats.  Eggs, 

VITAMIN  C Citrus  fruits  &  Juices,  VITAMIN  A Bright  green  or 

yellow  vegetables 

Beware  of  trying  to  "self  prescribe"  and  purchase  individual  vitamin 
and  mineral  supplements.   It  is  possibl-?  to  develop  a  toxic  level  of 
certain  nutrients  if  supple  nents  are  -^  iken  without  a  physician's  ad- 
vice.  Look  first  of  all  to  your  food  intake  to  meet  your  needs  for 
good  nutrition.   An  easy  guide  to  help  you  in  choosing  food  for  one 
day  is  below: 

Milk at  least  2  cups  (supplies  Calcium,  Protein,  Vit.  A  &  D) 

Meat,  Eggs,  Fish,  Poultry 2  servings  (protein,  iron,  B-Vits.) 

Fruits  &  Ve,--  :ables 4  servings  (Vit.  A  &  C,  Potassium,  Fiber) 

Breads  &  Cereals 4  servings  (Ircn,  B-Vitamins) 

If  you  have  questions  about  the  foods  you  eat,  call  the  Spartanburg 
County  Extension  Service  at  582-6779  or  write  P.O.  Box  1010, and  we 
will  try  to  answer  them  next  month  in  The  Golden  Page. 

Sptbg.  County  Nutrition  Council 
Abby  Fowler,  RD--Sptbg. General  Hos. 
****** 
ANNUAL  DUES 

A  new  year  has  begun  with  the  Spartanburg  Council  on  Aging,  Incorpor- 
ated, and  this  means  that  dues  are  due  October  1,  of  each  year. 

If  your  membership  card  is  not  current  we  en  :ourage  you  to  please  take 
care  of  this  immediately. 

The  amount  is  $2.00  per  year  and  partiai^ly  covers  the  cost  of  The 
Golden  Page  which  is  the  main  in  trum.ent  to  keep  you  informed  on 
services  and  programs  that  are  available  to  you. 

Please  cooperate  with  us  as  we  are  striving  to  keep  the  cost  at  $2.00. 
As  of  now  there  are  no  plans  to  increase  this  amount,  however,  if 
prompt  payment  is  not  made  we  will  be  forced  to  remove  those  names 
from  our  mailing  list  that  are  in  ■ 

****** 
CONGRATULATIONS  to  Mr.  T.  D.  Stilwell  on  being  named  an  Outstanding 
Alumni  of  Ne. berry  College  at  the  recently  held  homecoming  ceremonies. 
Mr.  Stilwell  is  a  current  Board  Member  and  past  President.   He  has 
meant  much  to  the  grov;th  of  this  Agency. 
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CONGRATULATIONS  are  also  due  Mrs.  Cammie  Fludd  Clagett  on  the  honor 
recently  given  her.   She  was  presented  the  District  Service  to  Man- 
kind Award  by  the  Spartanburg  Sertoma  Clubs.   Mrs.  Clagett  has  been 
a  faithful  member  of  the  Council  on  Aging  and  continues  her  interest 
in  the  welfare  of  the  elderly. 

Both  she  and  Mr.  Stilwell  were  original  Board  Members  in  the  beginning 
of  this  Agency  in  1971. 

Their  services  have  been  and  continues  to  be  untiring  and  most  valuable. 

****** 

SENIOR  WANT  ADS 
EMPLOYMENT 

1.  Baby  Sitters 

2.  Sitters  to  sit  with  elderly 

3.  Custodian 

4.  Caretaker  for  a  public  building 

5.  Person  to  act  as  Santa  Claus  during  the  shopping  season. 

VOLUNTEER  WANT  ADS 

1.  Carpenter  or  handy  man  to  build  coat  racks 

2.  Carpenter  or  handy  man  to  build  storage  cabinets 

(Materials  will  be  furnished) 

3.  Person  to  act  as  Santa  Claus  at  holiday  parties 

****** 

A  recent  federal  regulation  states  that  thermostats  in  public  build- 
ings must  be  lowered  to  65  degrees  this  winter.   This  means  that  we 
must  obtain  warm  clothing  and  cannot  depend  totally  on  heated  build- 
ings to  stay  comfortable. 

Because  of  this  regulation  the  fireplace  at  the  Senior  Multipurpose 
Center  will  be  in  use  a  great  deal  which  will  add  to  the  comfort  of 
our  participants  as  well  as  provide  a  lovely  homelike  atmosphere. 

However,  we  are  in  need  of  wood  to  burn  in  the  fireplace.   If  you  or 
if  you  know  of  someone  who  has  wood  to  contribute  to  this  worthy  cause 
please  call  the  Council  on  Aging  at  585-4468.   We  need  your  help!!! 
We  appreciate  your  efforts  to  help  in  this  project  to  keep  warm. 

****** 

THANKS  TO  FIRST  BAPTIST  CHURCH  -Our  sincere  appreciation  is  extended 
to  the  First  Baptist  Church  of  Spartanburg  for  their  graciously  pro- 
viding of  transportation  for  older  residents  of  North  Church  St., 
Spartan  Mill  and  "offord  College  area.  This  act  of  love  and  concern 
is  making  the  burden  of  transportation  and  grocery  shopping  a  pleas- 
ant and  enjoyable  venture  while  meeting  a  very  important  need.  Thank 
you  FIRST  BAPTIST! ! ! 

We  encourage  other  churches  to  help  in  meeting  this  need  in  their  re- 
spective communities.   If  your  church  plans  a  program  of  this  type 
please  let  us  know  so  proper  publicity  and  recognition  can  be  given. 
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Mr.  Derrick.  Thank  you  very  much.  Mr.  Ninestein. 

STATEMENT  OF  ED  NINESTEIN,  DIRECTOR,  ANDERSON-OCONEE 

COUNCIL  ON  AGING 

Mr.  Ninestein.  Thank  you  very  much.  I  appreciate  the  opportu- 
nity to  be  here.  About  2  weeks  before  I  left  the  Pickens  County 
Council  on  Aging,  I  had  the  pleasure  of  having  Congressman  Der- 
rick at  one  of  our  mealsites.  I  have  been  concerned  that  my  invita- 
tion to  be  here  is  his  way  of  getting  equal  time. 

I  would  like  to  direct  my  remarks  toward  the  sources  of  funding 
that  the  Council  on  Aging  has  and  a  few  observations  as  to,  possi- 
bly, how  this  could  be  done  more  efficiently.  Basically,  the  local 
councils  on  aging  are  financed  through  the  Older  Americans  Act, 
titles  III-B  and  III-C,  and  title  V  of  the  Older  Americans  Act,  and 
title  XX  of  the  Social  Security  Act.  We  are  also  rather  heavy 
recipients  of  revenue  sharing  and  I  have  been  the  recipient  of 
community  development  funds. 

The  title  III-B  provides  social  services  for  the  elderly,  and  III-C 
is  a  nutrition  program  for  the  elderly.  Title  V  is  a  senior  employ- 
ment program.  Title  XX  funds  adult  day  care  and  transportation. 
The  revenue-sharing  funds  that  we  receive  from  counties  and  mu- 
nicipalities are  used  for  matching  funds. 

So  in  order  to  keep  programs  going,  these  Federal  dollars  are 
quite  important.  They  make  up  about  75  percent  of  the  funds  that 
we  receive. 

I  think  it's  very  important  that  we  have  a  local  council  on  aging 
because  the  elderly  people,  the  poor  elderly  particularly,  are  not  as 
aggressive  as  the  younger  poor  in  seeking  out  aid  and  very  often 
don't  know  that  the  aid  is  available.  Without  the  social  services 
provided  by  title  III-B  of  the  Older  Americans  Act,  many  of  these 
people  would  never  know  that  the  help  they  very  desperately  need 
is  available. 

Title  III-C  provides  a  nutrition  program;  and  I  think  of  all  the 
Federal  programs  that  we  work  with,  that  is  probably  the  most 
misunderstood  program  and  is  struggling  the  hardest.  Now,  there 
is  some  misunderstanding  along  the  line.  But  I  think  if  the  misun- 
derstanding is  on  my  part,  then  the  other  people  need  to  change 
their  way  of  thinking.  I  feel  the  really  important  thing  this  pro- 
gram does  is  to  take  people  who  have  withdrawn  into  their  own 
homes,  who  very  seldom  get  out,  who  have  more  or  less  lost  their 
reason  for  living,  and  draws  them  into  a  social  situation.  I  have 
seen  some  rather  remarkable  changes  in  individuals  who  have  had 
a  change  to  participate  in  this  program. 

There  is  a  great  deal  of  emphasis  now  on  the  meal  itself.  And  I 
think  this  is  a  very  unfortunate  thing,  although  I  feel  like  this  one 
meal  a  day  is  important.  The  stimulation  these  people  receive  from 
interaction  with  other  people  is  the  most  beneficial  part  of  the 
program.  The  problem  we  are  running  into  now  is  that  we  are 
being  required  to  spend  more  money  on  meals  and  thus  have  less 
and  less  money  to  open  other  sites. 

In  other  words,  we  don't  have  money  for  staff.  We  don't  have  the 
money  to  provide  transportation  to  meal  sites,  which  is  quite  im- 
portant. We  don't  have  the  money  to  handle  the  administrative 
portion  of  opening  additional  sites.  What  we  are  being  forced  to  do 
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is  to  increase  the  number  of  meals  we  serve  at  the  existing  sites, 
and  this  is  a  problem  due  to  space.  It's  a  problem  due  to  the 
number  of  people  in  the  neighborhood  of  the  site  who  should  be 

taking  part  in  the  problem.  ^u  ^  -^        u^  ^ 

In  other  words,  it's  not  workmg  the  way  that  it  ought  to. 
I  think  a  very  important  aspect  of  title  III-C  and  title  V,  which 
is  the  senior  employment  program,  is  the  opportunity  for  meaning- 
ful employment  provided  to  older  people  who  need  the  additional 
income.  When  we  take  away  this  source  of  a  meanmgful  life,  we  do 
serious  damage  to  our  individuals.  Therefore,  it  s  very  important 
that  in  implementing  the  regulations  that  govern  the  aging  pro- 
grams we  be  very  careful  not  to  remove  this  opportunity  from  the 

^^Now,  there  are  some  other  problems  that  we  run  into.  The 
biggest  is  that  there  are  too  many  layers  of  bureaucracy  in  our 
source  of  funding,  and  each  of  these  layers  siphons  off  a  bit  of 
money  for  administration.  So  when  it  finally  gets  down  to  the 
people  who  administer  the  program  to  provide  the  services  the 
money  was  intended  to  do,  very  often  there  is  not  a  large  slice  of 

I  think  we  need  to  very  seriously  look  at  the  steps  the  money 
goes  to  before  it  gets  to  the  people  who  are  entitled  to  it.  Its 
important  that  regulations  governing  Federal  programs  encourage 
mteragency  cooperation  and  participation.  We  often  have,  without 
meaning  to,  overlaps  that  could  be  eliminated. 

For  example,  the  money  that  we  receive  to  provide  transporta- 
tion is  designated  for  older  people.  We  need  to  have  replations 
that  would  encourage  our  agency  and  other  agencies  that  provide 
transportation  to  cooperate  so  that  we  don't  have  two  vans  funded 
by  Federal  money  going  down  the  same  street. 

When  we  locate  someone  who  needs  our  services,  we  have  to 
send  an  Outreach  worker  to  do  a  case  evalution.  If  this  lady  deter- 
mines that  the  person  she  is  talking  to  needs  food  stamps  or  needs 
a  homemaker  or  needs  help  from  the  Department  of  Social  berv- 
ices,  we  notify  each  of  these  agencies.  Each  of  them  will,  m  turn, 
send  their  social  worker  out  who,  in  turn,  does  a  case  study,  bo  it  s 
possible  this  person  may  be  visited  by  four  different  social  workers, 
who  will  take  essentially  the  same  information.  ^     ^  „  . 

Now,  because  we  are  funded  by  grants,  its  important  for  us  to 
show  high  numbers  of  participation  so  we  have  to  take  this  evalua- 
tion. But  it  seems  to  me  that  one  evaluation  by  one  agency  should 

suffice  for  everyone.  .      v        i  ;„u 

We  are  also  under  a  certain  amount  of  pressure  to  show  high 
participation  in  our  programs  such  as  the  nutrition  program  and 
day  care  program.  Of  course,  we  want  to  serve  everyone  that  we 
are  funded  to  serve;  but  if  we  were  not  under  such  pressure  to  keep 
our  numbers  up  to  where  they  should  be,  we  could  have  more 
success  in  locatmg  people  the  programs  were  most  meant  to  serve. 
I  think  also,  and  in  closing,  that  when  Congress  funds  programs, 
they  should  be  very  careful  to  spell  out  the  intent  that  the  funds 
are  to  be  used  for.  A  case  in  point  is  the  recently  funded  program 
to  provide  Federal  home  delivered  meals.  My  understanding  was 
when  this  was  first  considered,  that  money  would  be  used  to 
expand  existing  programs  that  are,  by  and  large,  locally  funded. 
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But  as  the  regulations  have  been  implemented,  I  am  afraid  that 
what  is  going  to  happen  is  that  the  existing  programs  are  going  to 
be  wiped  out.  This  is  quite  a  serious  concern  and  Federal  regula- 
tions instead  of  being  detrimental  to  local  programs  should  encour- 
age local  programs. 

I  appreciate  the  opportunity  to  make  my  remarks;  and  in  view  of 
my  opening  statement,  I  have  to  give  Congressman  Derrick  equal 
time. 

Mr.  Derrick.  Thank  you  very  much.  I  will  reserve  the  balance  of 
my  time  for  a  later  date,  if  I  may,  when  I  can  get  us  on  our  local 
ground. 

Mr.  BoLLiNG.  I  just  want  to  compliment  the  witnesses  on  their 
efforts  and  on  the  quality  of  their  statements.  It  adds  up  to  what 
we  have  been  hearing  in  different  ways  all  morning,  that  the 
Federal  Government  could  do  a  better  job.  And  I  think  that  is 
correct. 

Mr.  Derrick.  Mr.  Beilenson. 

Mr.  Beilenson.  Thank  you.  That  will  be  very  helpful,  I  am  sure. 
Let  me  ask  you,  if  I  may,  Mr.  Ninestein,  about  a  couple  of  specific 
problems.  Mrs.  Hill  talked  about  the  mounds  of  paperwork  which 
she  thought  ought  to  be  curtailed  if  possible.  Do  you  have  that 
same  problem,  and  can  anybody  be  more  specific  about  how  we  can 
do  that? 

Mr.  Ninestein.  Well,  I  think  that  has  been  everyone's  complaint. 

Mr.  Beilenson.  It  was  good  of  you  not  to  mention  it. 

Mr.  Ninestein.  There  was  not  as  much  paperwork  as  there  is  at 
this  time.  I  have  been  a  social  worker  for  a  church  and  I  have 
worked  with  agencies  that  received  Federal  funds.  I  think,  by  and 
large,  that  the  aging  programs  probably  have  less  paperwork  be- 
cause of  the  way  our  funds  come  to  us  than  maybe  other  programs 
do.  However,  it's  getting  progressively  worse. 

Mr.  Beilenson.  Is  it  necessary  or  required  for  our  Federal  point 
of  view? 

Mr.  Ninestein.  I  don't  think  it  is  necessary.  I  think  that,  first  of 
all,  when  we  apply  for  our  money,  if  we  spell  out  what  we  intend  to 
do  with  it,  it  seems  to  me  that  the  reporting  could  be  kept  within 
the  bounds  of  the  objectives  we  laid  out  in  our  grant. 

An  example  is  title  III-B,  which  provides  social  services  such  as 
Outreach,  which  is  locating  people  who  need  aid;  information  and 
referral,  which  I  think  is  self-explanatory;  escort  services,  which 
may  entail  one  of  our  workers  taking  someone  to  the  doctor  and 
staying  there  with  them  because  they  need  the  help  and  other 
services. 

What  appears  to  be  on  the  horizon  is  that  our  social  workers  will 
have  to  keep  track  of  exactly  how  much  time  they  are  spending 
doing  each  of  these  little  things.  And  I  think  that's  ridiculous. 
What's  going  to  happen  is  that  they  will  spend  so  much  time  trying 
to  account  for  the  time  that  they  are  working  that  about  50  per- 
cent of  that  time  is  going  to  be  spent  on  administration.  And  we 
aren't  an  administrative  agency.  We  are  a  service  agency. 

Mr.  Beilenson.  Are  your  social  workers,  if  that's  what  they're 
properly  referred  to,  or  your  Outreach  people,  all  largely  federally 
funded?  Are  they  your  own  personnel  rather  than  county  person- 
nel? 
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Mr    NiNESTEiN.  They're  funded  either  through  Federal  funds 
under  the  Older  Americans  Act,  or  through  public  service  employ- 

"^Mr'  Beilenson.  Obviously,  one  of  the  points  you  brought  up 
which  is  troubling  us  and  even  more  so  you,  because  you  have  to 
live  with  it,  is  the  lack  of  cooperation  between  the  various  portions 
of  the  bureaucracy  in  meeting  the  needs  of  that  one  person  you 
talked  about.  How  preferable  it  would  obviously  be  to  have  one 
evaluation.  But  we  are  dealing,  I  suppose,  with  the  overall  welfare 
system,  which  isn't  very  uniform  and  doesn  t  make  much  sense 
because  it  is  so  haphazard  that  it  is  not  as  sensible  a  way  of  going 

^^Mosf  of  our  welfare  is  undertaken  on  behalf  of  the  National 
Government  and  the  State  government  by  the  county  government. 
They  have  their  own  social  caseworkers  going  out  and  interviewing 
people  and  you  have  your  own  people  under  title  III. 

Mr  NiNESTEiN.  The  Department  of  social  services  will  have  a 
caseworker.  The  health  department  will  have  a  caseworker,  and 
we'll  have  a  caseworker.  , 

Mr.  Beilenson.  Isn't  there  any  way  at  all  to  combine  those 

Mr  NINESTEIN.  There  needs  to  be.  But  what  happens  is  that  1 
think  everybody  wants  to  protect  their  own  turf,  and  1  think  the 
regulations  have  to  break  this  down.  rk„f,.^o^i, 

Mr.  Beilenson.  When  a  social  worker  goes  out,  or  an  Outreach 
worker  goes  out  and  determines  a  person's  needs  as  A,  B,  L,  and  u, 
and  D  happens  to  be  a  need  which  is  fulfilled  under  provisions  in 
the  funding  of  title  III-B  or  title  III-C,  do  you  have  to  then  send 
out  a  person?  Can't  they  refer  the  case  to  you?  Do  you  really  have 
to,  or  are  you  part  of  our  problem? 

Mr.  NINESTEIN.  We  are  part  of  your  problem  because  the  regula- 
tions we  have  to  operate  under  require  us  to  take  that. 

Mr.  Beilenson.  Oh,  it's  not  your  local  people  that  are  the  prob- 
lem? Our  regulations  do  require  it? 

Mr.  NiNESTEiN.  Yes. 

Mr.  Beilenson.  A  separate  assessment? 

Mr.  NiNESTEiN.  Yes.  . 

Mr.  Beilenson.  That  doesn't  make  much  sense.  I  appreciate  your 

bringing  that  to  our  attention.  .  ,     ^^^  ^.  i^+  ^f 

Mrs.  Hill.  You  will  find  that  in  title  XX,  we  have  a  lot  of 

duplicating  reports.  ,  ..i.  ^  • 

Mr.  Beilenson.  I  understand  that  better  because  that  is  a  gener- 
al purpose,  social  service  category  where  there  are  a  lot  of  people 
and  a  lot  of  money  being  used  for  purposes  other  than  this.  But 
some  of  the  more  specific  moneys  in  titles  III-B  and  IIl-C  and  title 
V  are  more  directly  your  own.  It  seems  to  me  there  ought  to  be 
better  ways  of  coordinating  with  the  services  that  are  already  out 

m.  Derrick.  Thank  you.  Let  me  say  that  we  are  in  somewhat  of 
a  time  crunch.  I  would  like  to  ask  you  if  you  would  answer  two 
questions  in  writing.  The  first  one  is  addressed  particularly  to  you, 
Mr  Ninestein.  If  you  would  elaborate  on  the  pressure  of  numbers 
that  prevented  you  from  really  carrying  out  your  duties  as  you  saw 
them   And  then  if  both  of  you  would  address  yourselves  to  what 
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you  think  we  might  do  as  we  draft  this  legislation,  maybe  be  more 
specific  about  setting  down  objectives  and  accomplishments,  or 
finding  accomplishments  that  would  help  you  as  you  evaluate  your 
programs,  and  what  the  Congress  expects  of  you. 

I  thank  you  both  for  your  excellent  testimony. 

[A  supplemental  statement  submitted  by  Mr.  Ninestein  follows:] 

Supplemental  Statement  by  Edward  H.  Ninestein,  Jr.,  Executive  Director, 
Anderson-Oconee  Council  on  Aging 

Dear  Congressman  Derrick,  thank  you  very  much  for  inviting  me  to  testify  before 
the  Rules  Committee  on  November  12.  I  enjoyed  having  the  opportunity  to  partici- 
pate and  hope  that  my  testimony  provided  at  least  some  useful  information  to  the 
Committee. 

In  regard  to  my  comments  as  to  the  pressure  to  serve  the  maximum  number  of 
clients  causing  us  to  sometimes  have  to  take  program  participants  who  are  not  the 
most  in  need  of  the  program,  let  me  first  explain  that  I  believe  that  it  is  important 
that  we  serve  £is  many  people  as  possible  with  the  funds  we  receive.  That  is,  if  we 
are  funded  to  serve  278  meals  on  251  days  we  should  do  our  best  to  use  all  69,778 
meals.  However,  I  think  that  it  is  more  important  that  these  meals  go  to  the  older 
persons  who  need  them  most.  Since  once  a  person  is  enrolled  as  a  meal  site  or  day 
care  participant,  it  is  very  difficult  to  remove  them  as  a  participant,  it  is  very 
important  that,  when  vacancies  in  the  program  occur,  the  community  be  carefully 
searched  for  the  eligible  participant  most  in  need  of  the  program. 

My  personal  feeling  is  that  in  both  the  day  care  and  meals  programs  the  primary 
benefit  to  the  participant  is  social  interaction  with  the  other  participants  and  the 
stimulation  of  the  daily  activities.  To  my  mind  the  person  most  in  need,  therefore,  is 
the  person  who  has  little  or  no  contact  with  other  human  beings.  Unfortunately, 
people  living  in  these  circumstances  tend  to  withdraw  and  become  reluctant  to 
leave  their  homes.  If  day  care  or  meals  programs  do  their  jobs  properly  once  these 
people  are  enrolled,  this  condition  can  be  reversed. 

I  think  you  can  see  that  when  a  vacancy  exists  in  meals  or  day  care  we  have  a 
two  fold  problem  (1)  locating  a  participant  who  needs  the  program  and  (2)  convinc- 
ing them  to  come  to  the  program.  Locating  the  potential  participant  is  relatively 
easy  but  it  may  take  a  month  or  more  to  get  the  potential  participant  to  agree  to 
even  visit  the  program.  All  of  this  time  our  funding  sources  want  to  know  why  we 
are  not  serving  our  quota  and  are  threatening  to  reduce  our  funding  if  the  slot  is 
not  filled.  This  puts  pressure  on  us  to  fill  the  vacancy  as  quick  as  we  can.  If 
regulations  could  be  written  to  allow  us  more  time  to  fill  these  vacancies,  I  believe 
that  the  money  would  be  better  spent. 

I  hope  that  this  explains  my  position  in  this  matter.  If  further  elaboration  is  in 
order  I  will  be  happy  to  ramble  on. 

Mr.  Derrick.  Our  next  witness,  and  our  final  witness  before  our 
lunch  break,  is  Dr.  Don  Garrison,  president  of  Tri-County  Techni- 
cal Education  College  in  Pendleton,  S.C. 

Dr.  Garrison,  if  you  would  proceed. 

STATEMENT  OF  DON  GARRISON,  PRESIDENT,  TRI-COUNTY 
TECHNICAL  EDUCATION  COLLEGE 

Dr.  Garrison.  Mr.  Chairman,  Mr.  Derrick,  thank  you  so  much 
for  this  opportunity  to  relate  to  you  some  of  my  experiences  with 
regard  to  Federal  programs  for  higher  education.  I  am  really  high 
on  our  own  Congressman  here,  Mr.  Boiling.  We  believe  he  is  rapid- 
ly gaining  the  stature  of  a  former  distinguished  Member  of  the 
U.S.  Congress  from  our  district.  I  believe  his  name  was  John  C. 
Calhoun.  He  is  coming  along  right  fine  in  that  fashion,  and  we  are 
proud  of  him. 

I  think  Mr.  Derrick  can  depend  on  me  to  carry  you  overtime,  but 
I  don't  know  that  you  can  count  on  me  to  reduce  the  length  of  my 
testimony  here  to  get  you  back  on  schedule.  That  would  leave  me  2 
minutes  at  this  point. 
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Mr.  Derrick.  Please  proceed,  Doctor.  We  consider  your  testimony 
to  be  most  important. 

Dr.  Garrison.  I  am  speaking  this  morning  as  a  person  who  has 
served  10  years  as  president  of  a  2-year  college  with  an  additional  6 
years  or  so  as  executive  level  administrator,  going  back  to  1964.  I 
am  also  speaking  as  a  member  of  the  board  of  directors  of  the 
American  Association  of  Junior  Colleges,  as  immediate  past  presi- 
dent and  chairman  of  the  president's  academy  of  the  American 
Association  of  Community  Junior  Colleges,  and  chairman  of  a  con- 
sortia of  2-year  colleges  funded  by  the  title  III  of  the  Higher  Educa- 
tion Act. 

I  am  sure  you  have  read  in  the  Washington  Post  and  the  Star 
over  the  last  3  weeks  some  of  the  criticism  that  has  been  levied 
regarding  the  title  III  programs,  relative  to  a  recent  GAO  audit.  I 
will  address  this  in  my  comments. 

These  responsibilities  that  I  have  just  cited  have  given  me,  I 
believe,  an  opportunity  to  appreciate  and  to  understand  some  of 
the  problems  we  face  in  regard  to  higher  education  legislation  and 
programs  from  a  national,  regional.  State,  and  even  local  level. 
There  are  some  problematic  concerns,  but  there  are  many  positive 
feelings,  too,  in  regard  to  Federal  programs  for  2-year  colleges. 

My  time  is  limited,  and  I  will  do  the  best  I  can  to  really  hit  on 
the  highlights  here  and  deal  with  four  major  programs.  Paperwork 
has  been  mentioned  here  a  number  of  times  all  morning.  That  has 
not  been  a  concern  of  ours,  with  one  exception.  And  I  did  not  plan 
to  address  this  one,  but  I  will  comment  briefly  on  it. 

The  VEDS,  vocational  education  data  system  that  is  presently 
evolving  has  been  resisted  by  2-year  colleges  simply  because  the 
system  being  imposed  on  us  would  actually  require  more  money  to 
implement  that  we  are  receiving  in  vocational  education.  Miami- 
Dade  Community  College,  the  largest  2-year  college  in  America,  did 
a  study  and  determined  that  it  would  cost  them  $1  million  to 
respond  to  the  VEDS  system.  The  AACJC  board  of  directors  issued 
a  resolution  at  its  last  board  meeting  which  was  called  by  the 
president  of  the  association,  and  we  were  granted  a  1-year  stay. 

Now,  the  basic  problem  with  that  system,  and  we  don't  disagree 
with  the  need  for  the  system,  is  that  the  system  was  designed  in  a 
vacuum  in  Washington  without  the  benefit  of  input  from  people 
such  as  myself,  my  registrars,  and  others  who  work  with  the  data 
daily  and  understand  the  2-year  college  delivery  system  insofar  as 
occupational  education  is  concerned.  That  is  a  great  concern  that 
we  have;  but,  temporarily,  I  think  we  have  got  that  one  under 
control.  I  hope  when  it  comes  out  in  its  final  form  in  another  year 
we'll  be  in  good  shape. 

The  first  program  I  will  speak  to  on  one  that  probably,  Mr. 
Boiling,  would  be  strange  to  you  because  I  don't  believe  this  pro- 
gram is  available  in  your  home  district;  that  is  the  Appalachian 
Regional  Redevelopment  Act.  It  is  one  tremendous  program  for  us, 
and  one  that  I  feel  could  be  modeled  throughout  the  country.  I  am 
aware  of  other  regional  commissions  that  make  funds  available, 
the  Ozark  Commission,  and  the  Coastal  Plains  Commission  that 
allocate  Federal  funds  here  in  our  own  State.  But  the  beautiful 
thing  about  this  program  in  terms  of  our  responsibility  in  deliver- 
ing educational  services  has  been,  first  of  all,  that  there  has  been 
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construction  funds  available,  even  up  to  80-percent  Federal  com- 
mitment with  only  20-percent  matching  funds,  or  in  the  early 
Appalachian  program,  a  dollar-for-dollar  matching  amount  on  a 
basic  Federal  grant.  | 

Unfortunately,  in  the  construction  area  there  are  and  have  been 
no  Federal  funds  for  construction  for  2-year  colleges  because  title  X 
of  the  Higher  Education  Act  was  never  funded.  And  that  is  a  great 
concern  that  I  have  and  will  touch  on  briefly  again. 

Funds  have  been  made  available  for  equipment  in  the  area  of 
postsecondary  and  vocational  occupational  technical  education. 
This  equipment,  like  the  construction  funds,  have  been  a  Godsend 
to  us.  We  feel  that  here  in  this  State,  we  have  a  national  reputa- 
tion for  being  a  leader  in  postsecondary  technical  education 
through  our  technical  system.  One  of  the  things  that  has  made  it 
possible  for  us  to  have  that  enviable  leadership  position,  we  be- 
lieve, is  that  we  have  facilities  that  are  second  to  none  insofar  as 
postsecondary  occupational  technical  education  is  concerned  any- 
where in  the  Nation. 

Even  now,  we  are  beginning  to  receive  funds  for  programs.  We 
are  presently  engaged  in  a  faculty-staff  development  to  upgrade 
our  faculty,  particularly  people  who  teach  technical  skills  who 
have  been  removed  from  the  manufacturing  processes  for  a 
number  of  years  during  which  they  have  been  teaching.  In  some 
cases  this  goes  up  to  10  to  12  to  15  years.  Technology  has  advanced 
over  the  years  and  has  rendered  our  people  out  of  date.  We  are 
working  hard  to  develop  what  is  known  nationally  as  a  competency 
based  instructional  delivery  system.  This  is  an  expensive  proposi- 
tion. Appalachian  funds  have  been  made  available  to  us  to  move  in 
that  direction. 

There  is  one  concern  that  I  have — really  two.  The  first  one  is 
major  and  the  second  one  minor.  The  major  concern  is  the  attitude 
in  Washington.  Now  the  States  do  have  a  lot  to  do  with  this 
attitude  because,  basically.  States  have  operated  programs  with 
minimal  involvement  in  Washington. 

There  is  a  new  feeling  that  enough  money  has  gone  into  equip- 
ment, to  bricks  and  mortar  construction,  and  the  emphasis  should 
be  on  programing.  We  agree  with  that,  by  and  large,  but  there  are 
still  areas  that  are  growing. 

My  service  area,  the  three  counties  in  the  upper  part  of  Mr. 
Derrick's  district,  is  a  very  rapidly  growing,  industrialized  area.  We 
need  support  £is  we  continue  to  build  buildings  and  to  equip  those 
buildings  that  we  may  produce  the  technicians  these  industries 
need. 

Now,  the  minor  concern  I  have  with  the  Appalachian  program  is 
that,  as  you  know,  we  could  stand  another  few  million  dollars  a 
year  in  the  program.  But  it's  really  a  super  program.  Here  in 
South  Carolina,  Governor  Riley  has  final  sign-off  on  all  projects. 
They  do  start  at  the  grass  roots  level.  There  is  really  a  minimal 
amount  of  bureaucracy  there.  And  I  could  go  on  extolling  the 
virtues  of  that  program  and  the  way  it  is  administered. 

The  next  area  that  I  would  comment  on — and,  really,  I  will  have 
to  keep  this  brief;  I  know  we  are  over  schedule — is  the  Vocational 
Education  Act.  The  big  question  here  is  that  there  seems  to  be  in 
the  Congress  and  even  in  the  country  a  lack  of  knowledge  about 
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the  growing  importance  of  post-secondary  occupational  education. 
Our  society  today,  a  technological  society,  dictates  that  the  mass 
number  of  workers,  in  fact  50  percent  of  the  jobs  available  to  the 
young  people,  require  post-secondary  occupational  education. 

The  voc  ed  legislation  in  no  way  recognizes  that.  There  is  a  15- 
percent  set-aside,  and  I  know  this  is  not  a  new  subject  to  you.  Our 
two  national  associations  that  represent  post-secondary  education, 
but  the  A.V.A.  and  the  American  Association  of  Community  Junior 
Colleges,  have  tried  to  get  their  act  together.  In  fact,  I  will  be  in 
Washington  tomorrow  serving  on  a  joint  liaison  committee  of  those 
two  associations  representing  the  post-secondary  side. 

In  the  last  go-round  of  the  revision  or  the  renewal  of  the  Voca- 
tional Education  Act,  the  A.V.A.'s  position  was  to  maintain  the  15- 
percent  set-aside,  while  the  post-secondary  side  urged  35  to  40 
percent.  The  problem  with  this  is  that  the  2-year  colleges  at  the 
State  level  in  the  majority  of  cases  are  not  represented  by  the 
board.  They're  represented  by  a  separate  board,  a  board  which  has 
no  say  whatever  on  vocational  education  money. 

The  State  board  of  vocational  education,  which,  by  and  large,  are 
the  States'  boards  of  education,  tends  to  take  that  15  percent  which 
was  supposed  to  be,  as  we  interpret  it  in  terms  of  the  intent  of 
Congress,  the  floor.  But  they  are  using  it  as  the  ceiling.  It  should 
be  the  very  minimal  amount,  and  we  are  lucky  if  we  get  that  in 
the  majority  of  cases  across  the  country. 

That  is  the  big  question  we  have  in  regard  to  vocational  educa- 
tion legislation.  There  is  just  that  lack  of  concern,  and  it  permeates 
the  various  titles  from  research  to  equipment  to  even  operations. 
The  2-year  college  is  not  recognized  for  its  appropriate  role,  and  we 
feel  that  there  should  be  some  built-in  protection,  if  you  please,  in 
vocational  education  legislation. 

Now,  I  will  move  on  the  Higher  Education  Act.  Basically,  the 
same  could  be  said  here.  There  is  not  a  recognition  in  title  I,  for 
example,  of  the  great,  tremendous  job  that  is  done  by  2-year  col- 
leges in  America.  There  are  over  1,234  2-year  colleges  in  America. 
Four  million  students  are  presently  enrolled  in  degree  programs. 
Another  four  million  are  enrolled  in  continuing  education  to  keep 
up  with  the  changing  demands  of  our  high  technology  industries. 

There  should  be  some  guaranteed  set-aside  money  on  title  I, 
which  funds  continuing  education.  A  majority  of  this  money  goes  to 
the  universities.  Title  III,  it  overwhelms  me  at  this  point  to  at- 
tempt to  get  into  that.  I  will  try  to  summarize  this  by  simply 
saying  that  I  chair  a  coordinating  board.  There  are  four  presidents 
on  this  board  of  administering  colleges,  or  a  consortia.  There  are 
three  trustees.  This  consortia  is  in  its  fourth  year.  It  has  made  one 
of  the  greatest  uses  of  title  III  money  ever  in  the  history  of  the 
program.  And  I  say  this  on  the  basis  of  third  party  external  evalua- 
tion reports  that  have  been  done  annually. 

Yet  that  program  is  under  fire,  and  a  lot  of  it  is  justified.  There 
is  a  question  as  to  the  continuation  of  title  III.  The  appropriations 
for  this  year  are  about  $10  million  less  than  last  year's.  I  hope  that 
the  Congress  does  not  throw  out  the  baby  with  the  bath.  There  has 
been  a  gross  mismanagement  of  that  program  by  the  executive 
branch,  by  the  office  of  educational  title  III  people.  But  there  has 
been  a  lot  of  good  that  has  come  out  of  it. 
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There  are  a  number  of  problems  here,  and  I  would  like  to  enter 
one  sheet  into  the  record  here  that  outlines  these  problems. 

The  first  problem  is — and  I  won't  go  into  all  these. 

Mr.  Derrick.  You  go  ahead.  You  are  an  important  witness  and 
we  want  to  hear  from  you,  so  you  go  ahead  and  take  your  time. 

Dr.  Garrison.  I  appreciate  that.  The  title  III  program  is  very 
important,  and  I  realize  it's  under  the  gun  now.  I  will  take  the 
time  to  touch  briefly  on  several  points. 

The  first  point  I  would  offer  is  that  the  intent  of  Congress  is  not 
clear.  You  failed  in  the  legislation,  and  the  office  of  education 
failed  to  define  a  developing  college.  Now,  personally,  I  feel  I  can 
define  a  2-year  community  college  in  America  that  is  developed, 
that  is  operating  in  a  reasonable  fashion.  You  can  look  at  the 
accreditation  standards  as  a  start,  if  no  other  way. 

There  have  been  some  that  said  that  the  title  III  program  is  to 
fund  colleges  that  primarily  serve  disadvantaged  students.  That's 
an  interpretation  of  the  O.E.  officials.  You  don't  read  that  in  the 
law.  When  you  look  at  the  eligibility  criteria  that  they  have  just 
rewritten,  there  are  two  criteria  to  determine  eligibility;  the  aver- 
age general  and  educational  expenditure.  If  you  compare  Alaska  on 
this,  the  average  general  expenditure  per  student  in  Alaska  com- 
pared to  South  Carolina,  there  is  no  comparison.  That  would  be 
obvious.  But  that's  one  of  the  criteria. 

The  other  criteria  is  the  number  of  students  served  by  B.E.O.G. 
grants.  An  institution  could  very  likely  be  serving  an  area  where 
the  major  part  of  its  people  are  not  eligible  for  B.E.O.G.  grants, 
and  yet  the  college  not  be  developed  because  of  a  poor  tax  base. 
Those  two  criteria  determining  eligibility  are  just  absurd,  we  be- 
lieve. 

This  past  year  is  another  example.  They  changed  the  criteria 
right  in  the  middle  of  the  stream  of  the  application  process.  In  the 
consortia  that  I  speak  about,  there  are  presently  144  colleges.  We 
had  to  grandfather  in  about  40  in  midstream  with  a  reduction  in 
the  budget  and  then  spread  the  budget  over  a  14-month  cycle 
instead  of  12.  And  yet  we  had  to  take  on  about  30  more  colleges. 
We  didn't  have  to,  but  we  were  committed  to  those  colleges  once 
the  guidelines  or  the  official  position  from  O.E.  permitted  them  to 
be  grandfathered  in. 

It's  really  created  tremendous  hardships,  but  there  needs  to  be  a 
better  definition,  a  clearer  definition,  in  fact,  a  definition.  There  is 
no  definition  of  developing  colleges.  It's  a  title  III  program  that  is 
known  as  a  program  for  developing  colleges. 

There  needs  to  be  multiyear  awards.  This  year,  for  4  months  at 
my  college,  we  financially  front  end  loaded  our  component  which  is 
roughly  a  half  a  million  dollar  component.  We're  working  with 
about  40  of  these  144  colleges  across  America  in  providing  techni- 
cal assistance  for  instruction.  That's  what  the  whole  consortia  is 
about. 

I  could  get  in  trouble  with  my  own  board  by  making  that  kind  of 
a  commitment.  We  were  assured  that  the  funds  would  become 
available,  but  we  had  no  guarantee.  The  problem  we  faced  is  that 
we  had  four  highly  qualified  professional  staff  that  had  to  eat.  We 
couldn't  terminate  those  people  and  then  come  back  and  employ 
them  again  4  months  later. 
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Fortunately,  things  have  worked  out,  but  it  does  test  your  leader- 
ship ability  I  will  assure  you. 

There  has  been  a  constant  change  in  the  rules  and  regulations 
on  the  title  III  program.  The  proposal  deadlines  vary  from  year  to 
year.  In  fact,  right  now  we  are  working  against  a  December  9 
deadline,  but  in  all  probability  it  will  change  within  the  next  2  to  d 
weeks  if  it  runs  true  to  form.  .    .        ,     . , 

I  know  I  sound  very  negative  on  title  III,  but  it  is  only  the  way 
that  it  has  been  managed.  If  you'll  recall  2  years  ago,  you  assisted 
us  with  this.  Congressman  Derrick,  when  there  was  to  be  a  10- 
percent  cut.  Well,  that  yielded  good  results  because  when  the  ques- 
tions were  asked  of  presidents  and  leadership  people  at  2-year 
colleges,  they  just  couldn't  say  enough  good  things  and  the  lU 
percent  was  restored.  That  is  a  real  rush-through  on  that  title  ill, 
but  that  is  our  position  on  it. 

Title  V  relates  to  teacher  training.  We  have  no  comments  on 

Title  VI  of  the  Higher  Education  Act  relates  to  foreign  studies 
and  language  development.  That  is  a  good  program  We  cannot 
maintain  an  isolationist  position  in  America  relative  to  the  ^yorld 
and  its  problems.  The  2-year  college  has  an  awful  lot  to  contribute 
and  is  contributing  to  the  business  of  international  education. 

I  will  skip  over  title  VII,  VIII,  and  IX.  Two  of  them  really  don  t 
relate  to  us  that  much.  Title  VIII  is  co-op  education,  and  that  is 
important  today  as  we  will  never  be  able  to  get  the  State-level 
funding  that  we  need  to  purchase  equipment  for  our  shops  and  our 
laboratories  to  conduct  training  programs  with  hands-on,  relevant 
experience  so  that  we  may  turn  out  a  product  that  business  arid 
industry  is  ready  to  buy.  There  is  just  not  enough  money.  Ihis 
equipment  is  expensive.  We  have  maintained  this  philosophy  and 
this  methodology  of  instruction  since  1962  when  we  came  into 
being   But  insofar  as  the  decades  of  the  eighties  and  the  nineties 
are  concerned,  the  equipment  we  have  now  being  placed  m  our 
industrial  plants  and  business  operations  is  too  darned  expensive. 
That  has  implications  for  the  delivery  system,  we  believe.  In  this 
State  we  are  working  to  develop  what  is  known  as  a  design  tor  the 
eighties  to  hopefully  give  us  a  better  way  of  running,  operating,  or 
managing  our  training  programs,  with  a  better  tie  or  relationship. 
And  co-op  education  is  just  bound  to  be  one  of  the  new  methodolo- 
gies that  we  will  come  out  with.  There  are  funds  available  for  that. 
We  think  it  is  a  very  important  priority,  and  is  now  a  matter  ot 
how  much  money  Congress  is  willing  to  put  in  it. 

Title  X— and  I  would  appreciate  the  opportunity  of  reading,  be- 
cause it  summarizes  so  well,  three  paragraphs  from  a  letter  to  Jim 
Mclntyre,  director  of  O.E.M.B.,  from  a  vice  President  of  the  Ameri- 
can Association  of  Community  Junior  Colleges.  This  letter  is  dated 
October  19  and  summarizes  beautifully  our  position  on  title  A. 
Now,  title  X  was  not  funded  to  the  first  dollar  with  the  amend- 
ments of  1972.  And  yet  there  was  great  celebration  when  title  A 
was  put  in  there.  It  was  a  little  premature,  I  think,  when  the 
celebration  occurred,  because  no  money  had  ever  been  allocated 
into  that  particular  title.  . 

This  letter,  and  I  quote:  A  community  college  unit  was  created  m 
the  Office  of  Education  by  the  amendments  of  1972.  The  law  states 
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that  the  unit  shall  have  responsibility  for  coordinating  all  pro- 
grams administered  by  the  Commissioner  which  affect  or  can  bene- 
fit community  colleges,  including  such  programs  assisted  under 
this  act  and  the  Vocational  Education  Act  of  1963.  The  unit  is 
presently  headed  by  a  schedule  C,  Presidential  appointee  which  I 
know  you  are  very  familiar  with  reauthorization  of  a  Higher  Edu- 
cation Act,  H.R.  5192,  proposes  to  continue  this  unit.  Our  constitu- 
ents were  disappointed  when  they  have  failed  to  see  a  provision  for 
Assistant  Secretary  for  Community  Colleges  in  news  stories  about 
administration's  plans  for  the  new  Department.  We  hope  the  news 
articles  we  have  been  reading  have  not  been  accurate  on  this  point. 
In  the  Federal  Government,  there  is  a  wide  range  of  programs 
dealing  with  problems  that  need  to  be  addressed  at  the  community 
college  level:  Energy,  employment,  housing,  law  enforcement, 
aging,  increasing  agricultural,  and  industrial  production.  The  list  is 
long  and  well  recognized.  All  these  problems  have  educational 
components.  Increasingly,  community  colleges  are  recognized  as  a 
strong,  viable  community  based  network  for  addressing  aspects  of 
these  national  problems. 

The  student  financial  aid  program  has  been  good.  I  won't  elabo- 
rate on  that  one.  We  are  very  pleased  with  what  has  happened  on 
that.  I  have  a  one-page  summary  of  points  here  that  are  all  posi- 
tive from  our  director  of  student  financial  aid,  and  all  of  this  has 
come  about  under  Califano's  administration. 

Mr.  Derrick.  Without  objection,  I  will  put  that  in  the  record. 

[The  information  referred  to  may  be  found  in  the  subcommittee 
files.] 

Dr.  Garrison.  All  right,  sir.  We  appreciate  your  doing  that.  I 
think  it's  in  a  form  that  you  can  use.  But  it's  positive,  all  the  way 
from  fantastic  training  program  for  administrators  right  on  up  to 
simplifying  application  forms  for  the  students.  I  know  you've  heard 
a  lot  of  negativism  here  this  morning,  and  it's  all  been  valid,  I  am 
sure.  But  here  is  one  program  that  has  been  simplified,  and  I  felt 
you  needed  to  know  about  that. 

Now,  I  will  summarize  these  points.  I  jotted  these  down  back 
there  a  moment  ago  so  that  I  could  finish  in  short  order. 

Title  III,  poor  management  by  O.E.  officials.  The  eligibility  crite- 
ria is  a  good  example. 

Title  X,  never  funded.  Current  title  X  leaves  a  big  question  as  to 
the  future  of  the  community  college  unit.  It  seems  that  in  the 
whole  higher  education  field  the  2-year  college,  the  tremendous 
resource  that  it  is  in  America  which  serves  people  at  your  grass 
roots  congressional  district  level,  really  hasn't  been  recognized  for 
the  contributions  they  are  making  and  will  continue  to  make  in 
the  decades  of  the  eighties  and  nineties. 

Vocational  Education  legislation  set-asides  of  15  percent  we  be- 
lieve should  be  35  percent  recognizing  what  2-year  colleges  are 
doing  at  the  post-secondary  level. 

The  VEDS  I  have  commented  on.  The  Appalachian  program  I 
have  also  commented  on. 

I  hope,  Mr.  Derrick,  your  colleagues  from  California  and  Mis- 
souri will  support  the  renewal  of  that  legislation  when  it  comes  up 
and  that  you  never  sunset  that  bill,  because  if  you  do,  you're  going 
to  hear  us  crying  all  the  way  to  the  upper  part  of  your  district. 
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Mr.  Derrick.  We  thank  you  for  coming.  And  my  colleagues  from 
California  and  Missouri  always  support  worthwhile  programs. 

Mr.  BoLLiNG.  No  questions. 

Mr.  Beilenson.  No  questions  either.  I  learned  a  lot  from  Dr. 
Garrison.  And  if  necessary,  we  could  bring  him  up  to  Washinton  as 
the  sole  exhibit  of  someone  we  found  out  there  who  really  likes 
some  of  these  programs. 

Dr.  Garrison.  Almost  one-half  of  our  budget  is  from 

Mr.  Beilenson.  We've  heard  from  people  who  get  100  percent  of 
their  budgets  from  Federal  funds,  and  they  don't  talk  the  way  you 
do. 

Mr.  Derrick.  Let  me  tell  you  about  Dr.  Garrison's  college  up 
there.  I  ride  back  and  forth  by  it  as  I  go  up  and  down  the  district, 
and  it  just  keeps  mushrooming  all  over  the  place  there.  How  many 
students  do  you  have  now? 

Dr.  Garrison.  Pursuing  degree  and  diploma,  about  2,400,  but  we 
will  serve  around  15,000  this  year,  the  bulk  of  them  being  in 
continuing  education. 

Mr.  Derrick.  As  opposed  to  5  years  ago? 

Dr.  Garrison.  It's  increased  about  300  percent. 

Mr.  Derrick.  We  have  one  monthly  thing  that  we  do  in  our 
office,  and  that  is  to  announce  the  grant  for  the  month  for  Dr. 
Garrison. 

We  will  take  our  lunch  break  now. 

[Whereupon,  at  12:18  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  2  p.m.,  the  same  day.] 

AFTER   recess 

[The  subcommittee  reconvened  at  2  p.m.,  Hon.  Butler  Derrick, 
acting  chairman,  presiding.] 

Mr.  Derrick.  The  hearing  will  come  to  order.  Our  first  witness 
this  afternoon  is  the  Honorable  John  Lumpkin,  ch£drman  of  the 
South  Carolina  National  Bank  of  Columbia.  We  are  delighted  to 
have  you. 

STATEMENT  OF  JOHN  LUMPKIN,  CHAIRMAN,  SOUTH  CAROLINA 

NATIONAL  BANK 

Mr.  Lumpkin.  Mr.  Chairman,  members  of  the  Rules  Committee, 
as  Acting  Chairman  Butler  Derrick  has  indicated,  my  name  is 
John  H.  Lumpkin.  And  contrary  to  what  he  has  said,  I  am  chair- 
man of  the  bank  and  also  chairman  of  the  corporation.  We  are  a 
$1.4  billion  corporation  with  our  major  subsidiary  being  the  South 
Carolina  National  Bank. 

I  am  delighted  to  have  this  opportunity  to  appear  before  you.  I 
understand  that  I  am  limited  to  10  minutes,  and  I  will  have  to 
constrain  myself  accordingly.  I  have  not  prepared  a  copy  of  my 
remarks  in  order  to  try  to  hold  down  on  the  paperwork  that  I 
would  like  to  address  in  the  course  of  my  remarks. 

When  I  told  some  of  my  colleagues  of  this  great  opportunity, 
they  deluged  me  with  suggestions,  written  and  oral.  It  gave  them  a 
real  boost.  They  had  a  wonderful  time  critizing  everything  you  do. 
I  am  going  to  address,  fundamentally,  consumer  legislation  since 
we  are  so  much  involved  in  that. 
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I  might  start  out,  however,  with  a  quote  from  Peter  Drucker, 
which  comes  from  one  of  my  other  people,  and  I  am  sure  you  have 
heard  it  a  hundred  times.  I  quote  him  when  he  says:  "Look  at 
Government  programs  for  the  past  50  years.  Every  single  one  of 
them,  except  for  warfare,  achieved  the  exact  opposite  of  its  an- 
nounced goal."  End  quote. 

I  can't  vouch  for  that,  but  I  suspect  it  may  be  reasonably  correct. 
I  can't  help  but  think  about  your  Foreign  Corrupt  Practices  Act.  Its 
goal  was  to  divulge  foreign  bribes;  and  as  your  acting  chairman 
knows.  South  Carolina  Bank  does  not  engage  in  many  of  those.  But 
the  purpose  behind  it  could  develop  into  one  of  the  most  fascinat- 
ing, important  exercises  that  any  corporation  has  to  engage  in; 
that  is,  to  establish  the  internal  accounting  controls. 

This  act  has  forced  us  to  take  another  look  at  our  controls.  It  has 
forced  us  to  really  start  analyzing  the  risk  analysis.  Where  are 
your  high  risks?  Where  is  your  exposure?  I  made  a  speech  recently 
to  a  group  of  stockholders  that  and  was,  as  I  all  so  often  am  when 
you  pass  some  new  law,  highly  aggrieved  when  it  first  passed. 
However,  now  I  think  it's  one  of  the  best  things  you  did,  although 
you  did  not  intend  it  for  that  purpose. 

Let's  get  on  to  consumer  regulations.  In  the  past  11  years.  Con- 
gress has  approached  financial  institutions  as  though  we  were  all 
united  in  an  effort  to  delude  consumers  and  pull  as  many  dirty 
tricks  as  possible.  Certainly,  consumers  should  be  educated  and 
should  be  protected  when  business  takes  advantage.  One  reported 
instance  of  a  bad  practice  has  produced  legislation  that  is  overly 
costly  to  the  consumer  and  overly  burdensome  to  the  industry. 

I  couldn't  help  but  think  in  reading  this,  which  was  prepared  by 
a  young  lady,  and  I  want  to  refer  to  her  later,  that  you  labor  under 
the  same  problems.  But  you  have  one  Congressman  who  does  some- 
thing wrong  and  then  the  whole  Congress  is  tarred  with  the  same 
brush.  And  that  is  wrong,  because  as  I  happen  to  know,  and  all  of 
us  know,  the  vast  majority  of  men  and  women  in  Congress  are  men 
and  women  of  high  principle  who  are  maybe  even  underpaid,  in 
spite  of  how  you  increase  your  pay  with  some  regularity. 

The  first  example  I  point  out  is  the  granddaddy  of  consumer 
legislation,  regulation  3  of  title  I  of  the  Consumer  Protection  Act. 
When  this  was  first  passed,  the  act  was  intended  to  provide  con- 
sumers with  the  ability  to  shop  for  rates  and  to  be  given  the  total 
cost  for  borrowing.  The  laudatory  goals  of  Congress  have  been 
subverted,  however,  by  unrealistic  regulations,  and  that  happens  so 
often. 

Implementing  regulations  are  so  burdensome  as  to  assure  non- 
compliance in  toto  by  any  bank.  I  happen  to  know  this  to  be  a  fact. 
There  are  1,400  interpretations  of  the  act,  thousands  of  court  cases, 
many  of  them  nuisances.  No  consumer  should  find  himself  mislead 
or  cheated.  On  the  other  hand,  institutions  should  not  be  made  to 
pay  the  hundreds  of  thousands  of  dollars  because  exact  nomencla- 
ture was  not  used  on  a  heading. 

If  the  absurdity  had  stopped  with  truth  in  lending,  perhaps  we 
would  have  struggled  through  and  been  able  to  cope.  But  instead, 
approximately  one  piece  of  major  legislation  a  year  has  passed 
making  consumer  banking  professions  very  unsettled.  We  have 
been  promised  for  several  years  that  truth  in  lending  will  be  sim- 
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plified  and  penalties  reduced;  and,  occasionally,  a  bill  passes  the 
Senate  or  the  House  that  gives  us  hope.  But  invariably,  it  never 
reaches  the  desk  of  the  President  and  we  are  back  where  we  were. 

The  latest  Consumer  Protection  Act  to  pass  through  Congress 
was  the  Electronic  Fund  Transfer  Act  to  be  implemented  by  regu- 
lation. Apparently,  we  have  learned  nothing  in  the  11  years  of 
consumer  protection  regulations  because,  to  make  sense  of  this  new 
piece  of  legislation,  it  would  take  the  same  genius  that  can  inter- 
pret regulation  Z. 

Customers  are  given  error  resolution  procedures  to  follow.  That's 
good.  But  these  procedures  are  different  from  the  error  resolution 
procedures  detailed  in  the  Fair  Credit  Act.  Customers  are  given  the 
definition  of  a  business  day.  That's  fme.  But  the  definition  may  be 
different  than  the  definition  of  a  business  day  and  the  right  of 
rescission  under  the  definition  of  a  business  day  as  described  by 
State  law. 

E.F.T.  is  said  to  be  a  delivery  mechanism  to  help  solve  the  paper 
glut  in  this  country.  But  the  notification  requirements  on  some 
E.F.T.  procedures  generate  more  paper.  The  cost  is  not  reduced  but 
escalated.  Consumers  are  not  served  but  confused.  I  predict  that 
many  smaller  banks  will  never  enter  the  E.F.T.  market.  In  the  late 
1980's  and  1990's  they  will  be  squeezed  out  of  the  system  because  of 
inability  to  play  the  game  under  the  rules. 

I  might  note  here  that  I  recently  saw  some  studies  I  am  sure  you 
are  familiar  with.  Reader's  Digest,  I  think,  has  published  this.  A 
total  of  $96  billion  is  spent  on  Government  regulations  and  $4.5 
billion  goes  to  the  55  Government  agencies  with  their  80,000  em- 
ployees. The  paperwork  took  $25  billion.  It's  estimated  to  go  up  to 
$75  billion  by  1981. 

Before  I  leave  the  laws  and  regulations  affecting  consumer  bank- 
ing, I  want  to  include  the  requirement  for  handling  discrimination. 
For  the  past  3  years,  we  have  prepared  a  voluminous  report  for 
disclosure  under  the  Home  Mortgage  Disclosure  Act  which  is  so 
absurd  no  worthwhile  purpose  is  served  under  the  satisfied  require- 
ments of  the  Comptroller's  examination. 

We  are  in  the  process  of  updating  our  statements,  maps,  and 
notices  under  community  reinvestment,  which,  after  a  year,  gener- 
ated very  little  interest  throughout  the  State.  Last  week  the  Fair 
Housing  Act  was  amended  by  additional  requirements,  and  there  is 
some  additional  recordkeeping.  Incidentally,  the  additional  provi- 
sions must  be  in  effect  by  January  1,  and  we  are  charged  with  a 
responsibility  under  the  Flood  Disaster  Protection  Act  to  comply 
with  certain  maps  that  are  issued.  But,  gentlemen,  most  of  these 
maps  are  illegible  and  some  are  missing.  For  example,  we  can't 
find  St.  Matthews  on  any  of  these  maps,  although  it's  very  near  to 
Columbia.  And  two  of  the  key  flood  disaster  areas  published  by  one 
of  your  Government  agencies  are  located  on  a  mountain  top  in 
Greenville  County.  We  are  a  little  puzzled  by  that. 

However,  that  is  beside  the  point.  Of  course,  the  cost  of  regula- 
tion is  heavy.  We  hear  about  it  all  the  time.  I  complimented — I 
was,  I  guess,  maybe  a  part  of  this  when  the  Federal  Reserve  Board 
under  Phil  Jackson  initiated  the  project  I  don't  know  what  has 
happened  to  that.  I  was  there  on  the  Federal  Advisory  Commission. 
I  think  now  they  require  a  cost  benefit  study.  If  you  haven't  seen 
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it,  I  have  a  file  on  Nader's  attack  on  the  cost  benefit  study  of  the 
Federal  Reserve  which  some  of  the  other  Federal  agencies  are  now 
adopting. 

I  think  it's  essential.  We  do  it.  Every  business  does  it.  Before  we 
embark  on  a  program,  there  is  a  cost  benefit  study,  a  feasibility 
study.  And  I  am  all  for  it.  I  doubt  if  I'll  ever  see  it  as  an  across-the- 
board  proposition. 

I  guess  the  bankers  are  the  most  frustrated  professionals  in  the 
country,  although  I  hear  from  some  of  my  utility  friends  and  other 
regulated  industries  that  they  are  equally  frustrated.  I  know  that 
some  of  the  consumer  laws  are  beneficial.  I  think  we  have  been 
penalized  by  some  of  the  bad  apples  across  the  board. 

I  guess  the  most  pressing  thing  today  in  our  country  is  inflation, 
and  I  don't  know  how  we  can  hold  down  the  cost  of  banking  as  long 
as  we  are  overwhelmed  with  the  increasing  regulatory  acts  that 
are  passed  by  the  Congress  and  then  implemented  by  the  various 
agencies.  As  I  mentioned,  much  of  this  was  prepared  for  me  by 
Mrs.  Virginia  Gross,  who  heads  up  our  office  of  corporate  responsi- 
bility and  is  an  extremely  able  vice  president  of  our  bank. 

We  purposely  got  into  this  area,  and  we  tried  to  have  an  ombuds- 
man between  the  bank  and  the  consumer.  It's  difficult  because,  so 
often,  the  consumer  really  does  not  want  this  protection.  I  noticed 
the  other  day  when  I  was  in  Washington  that  Williams  was  quoted 
as  saying  that  if  you  fellows  are  trying  to  cut  down  on  paperwork 
and  overregulation,  you  are  not  going  to  accomplish  much  because 
it  is  a  simplistic  approach  to  a  very,  very  complicated  matter. 

I  can't  agree  more.  It  is  a  very,  very  complicated  matter.  But  it's 
the  Harold  Williamses  in  the  world  who  made  it  complicated.  I 
want  to  close  on  that  note  which  I  probably  should  not. 

I  am  not  sure  you  can  blame  Congress  for  this.  I  am  not  sure 
Congress  should  take  the  blame.  You  pass  the  laws,  but  the  laws  as 
passed  are  so  often  perverted  by  regulations  and  by  the  administra- 
tion and  implementation  by  the  agencies  that  you  really  don't 
know  what  has  happened  to  the  law.  They  may  have  been  for  a 
very  good  purpose. 

I  guess  I  have  reached  the  age.  Congressman  Boiling,  to  speak 
candidly.  I  am  not  sure  the  situation  changes,  regardless  of  wheth- 
er it's  a  Democratic  or  Republican  administration.  I  am  not  sure 
that  it  changes  whether  there  is  a  majority  of  Democrats  or  major- 
ity of  Republicans  in  the  Congress. 

It's  basically  what  I  call  your  plank  tools.  And  you  know  that  old 
Navy  expression.  If  you've  been  on  a  ship  long  enough,  you  know 
the  plank.  You  take  in  their  philosophy.  I  am  talking  about  the 
bureaucracy  that  administers  the  laws  you  pass,  regardless  of  what 
you  do.  I'm  not  sure  that  Congress  is  capable  of,  in  spite  of  its 
meritorious  purpose  and  because  of  the  administrators  who  carry 
out  the  laws  as  they  see  fit,  of  changing  the  situation  until  the 
courts  say  otherwise. 

That's  what  I  had  to  say  except  I  think  I  told  you  the  other  day, 
Butler,  I  am  approaching  retirement,  and  I  don't  even  know  why  I 
am  talking  today.  It  doesn't  affect  me  except  that  I  think  I  will 
then  become  a  Gray  Panther.  Isn't  that  the  new  name  for  us  old 
folks?  I  think  it's  right  interesting.  I  was  in  a  group  of  20  men  of 
our  age.  Congressman   Boiling,  all  of  whom  said  that  we  have 
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become  very  much  more  active  in  politics  than  we  used  to  be  and 
that  we  should  support  those  who  believe  in  this  economy  and  in 
balanced  budgets.  Once  you  retire,  you're  going  to  hear  a  lot  of  talk 
along  that  line. 

I  will  be  delighted  to  answer  any  questions. 

Mr.  Derrick.  Thank  you  very  much  for  your  remarks.  We  talk 
about  regulation  and  we  complain  about  it,  and  I  am  sure  that 
there  is  too  much  of  it  in  some  instances.  And  probably  we  could 
find  some  areas,  if  we  looked  hard  enough,  where  we  need  a  little 
more. 

It  seems  to  me  that  we  need  to  think  of  it  in  alternatives.  Let's 
use  two  extreme  cases.  Assume  today  that  we  are  very  much 
overregulated.  That  seems  to  be  the  thought  of  most  members  of 
the  business  community  that  I  discuss  the  subject  with.  I  don't 
know  whether  they  are  right  or  wrong.  The  alternative  to  that  may 
be  to  go  back  to  the  latter  part  of  the  last  century  when  we  had 
extreme  fluctuation  in  our  economic  situation  every  12  or  24 
months,  ups  and  downs,  depressions  and  recessions,  banks  going 
out  of  business,  and  the  currency  fluctuating. 

So  where  would  you  suggest  that  we  end  up?  I  don't  think  you 
would  argue  that  even  though  the  banking  industry  is  probably 
one  of  the  most  regulated  industries  in  the  country,  with  the 
exception  of  the  utilities,  that  most  of  our  regulations  have  lent 
stability  to  what  at  one  time  was  an  unstable  industry. 

Mr.  Lumpkin.  Well,  I  might  dispute  your  statement.  If  you  and  I 
were  practicing  law,  I  would  probably  tell  the  court  that  instead  of 
asking  questions,  you  testified  there  for  a  few  minutes. 

Mr.  Derrick.  I  stand  adjudged. 

Mr.  Lumpkin.  I  might  dispute  your  statement  as  to  whether  the 
banks  are  that  much  more  stable.  I  am  not  sure  you  could  have  the 
major  recession  of  the  1929  period  because  of  the  various  programs. 
You  have  employment  compensation — I  think  it's  called  employ- 
ment compensation.  And  you  have  various  payment  transfers 
which  support  the  economy  at  the  expense  of  the  taxpayers. 

Now,  so  long  as  you  can  do  that,  sure,  you  have  greater  stability. 
But,  Butler,  my  young  friend,  there  comes  a  time  when  the  money 
is  going  to  run  out,  and  we  are  getting  closer  to  that.  You  can't 
always  maintain  a  structured  economy,  a  supported  economy  with 
taxpayers'  money,  without  killing  the  golden  goose  that  lays  the 
eggs.  When  that  is  going  to  happen,  I  don't  know.  Sure,  the  banks 
had  their  problems  back  in  1929.  Sure,  we  didn't  have  the 

Mr.  Derrick.  Well,  I  was  really  thinking 

Mr.  Lumpkin.  We  may  not  have  had  the  sophistication  of  mone- 
tary quality  that  we  have  today  with  the  Federal  Reserve.  I  think 
that  you  probably  had  better  fiscal  policy  in  Congress  then  than 
you  have  today.  But  that  depends  on  how  you  value  better.  If  you 
say  transfer  of  payments  to  support  the  economy  and  to  support 
the  consumer  and  ability  to  go  to  market,  then  you  have  got  a 
better  approach  now.  But  as  I  said,  how  long  can  you  keep  that  up? 
I  guess  that  is  my  question. 

Mr.  Derrick.  I  thank  you. 

Mr.  BoLLiNG.  You  and  I,  of  course,  established  our  ages  earlier 
by  reference  to  a  relative  of  yours  with  whom  I  went  to  school  in 
Sewanee.  I  would  like  to  pick  up  on  what  you  said  about  who  is  at 
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fault  with  the  regulations  because  I  think  what  you  say  is  in  part 
true.  However,  I  think  it  is  something  more  complicated  and  im- 
portant to  recognize. 

I  think  it  was  Governor  Evans  from  one  of  the  Western  States 
that  spoke  of  the  iron  triangle  of  his  government,  effective  govern- 
ment. He  meant  by  that  the  same  thing  that  I  meant  when  I 
talked  about  a  three-legged  stool.  I  have  been  a  critic  of  Congress 
for  more  than  20  years  and,  at  the  same  time,  a  great  believer  in 
representative  institutions.  A  critic  in  the  sense  that  I  thought  our 
organization  was  flawed  and  I  thought  that  we  did  a  flawed  job  as 
a  result  of  the  organization's  structure.  But  what  exists  today,  I 
believe,  is  still  an  iron  triangle  or  a  three-legged  stool  which  per- 
verts representative  government. 

You  have  Congress  in  the  House  and  in  the  Senate  fractionalized 
into  numerous  committees  and  subcommittees  which  develop  an 
interest  and  a  relationship  with  a  bureau,  a  part  of  a  department, 
and  those  two  work  together.  Subcommittees  on  appropriations 
that  deal  with  a  certain  agency  work  very  closely  together,  the 
subcommittee  and  the  authorizing  committee.  They  come  to  have  a 
common  purpose  and  they  are  both  supportive.  Both  the  individ- 
uals who  are  elected  and  the  people  who  are  appointed  are  support- 
ed by  a  third  element,  which  may  be  the  dominant  element  in  the 
triangle,  and  that  is  the  lobby  of  that  particular  interest  group. 

We  hear  a  great  deal  today  about  the  difficulty  we  have  with 
special  interests  and  our  inability  to  come  up  with  a  national 
interest,  and  so  on  and  so  on.  One  of  the  reasons  for  that  is  an 
entirely  different  thing.  In  my  opinion,  it  is  the  lack  of  broad 
public  policy  as  we  had,  I  think,  in  the  late  forties,  the  fifies,  and 
the  early  sixties.  And  I  think  we  had  20  years  through  a  variety  of 
administrations  where  we  really  did  have  broad  public  policies  that 
were  generally  acceptable  to  all  the  elements  of  the  communities 
and  pulled  us  out  of  our  special  interest  approach. 

If  we  are  going  to  solve  this  problem  then  we  have  to  do  some- 
thing about  this  set  of  relationships.  We  will  have  to  reorganize 
both  the  Executive  and  the  Congress  so  that  we  break  up  this  set  of 
relationships  that  grow  out  of  the  system  of  seniority  in  Congress, 
and  have,  instead,  committees  which  represent  in  miniature  what 
the  Congress  as  a  whole  represents,  because  the  Congress  as  a 
whole  represents  all  of  the  country.  You  can,  curiously  enough,  if 
it's  not  perverted  by  the  committee  system,  get  a  better  result  in 
terms  of  national  interest  out  of  the  whole  than  you  can  out  of  the 
parts. 

The  parts  have  become  highly  specialized,  the  parts  in  the  bu- 
reaus, the  parts  in  the  Congress,  and  the  parts  in  the  lobbies.  It's 
important  to  look  at  that  every  important  political  set  of  facts  if  we 
are  really  interested  in  getting  change. 

I  very  much  hope  that  you  and  your  colleagues  who  are  my  age 
will,  when  you  retire,  do  exactly  what  you  said,  get  very  heavily 
involved  in  the  political  process  and  do  two  things.  One  is  to  look 
very  realistically  at  the  facts  of  government  today  at  all  levels. 
And  second,  then  try  to  apply  your  very  great  talent  to  a  set  of 
interests,  and  I  am  sure  you  will,  that  are  infinitely  broader  than 
those  that  perhaps  preoccupied  you  in  your  whole  career. 
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Mr.  Lumpkin.  That  is  a  very  provocative  challenge.  If  we  orga- 
nize as  I  described,  one  of  our  first  aims  would  be  to  continue  in 
office  our  colleagues  of  similar  age,  because  we  have  as  our  heroes 
people  who  kicked  field  goals  till  they  were  40,  and  people  like 
that.  So  we  will  be  supporting  the  older  fellows  in  Congress. 

Mr.  BoLLiNG.  The  ones  that  I  really  admire  are  the  younger  ones 
that  I  can  help  learn  the  facts  of  life. 

Mr.  Lumpkin.  You  say  teach  or  learn  from  them? 

Mr.  BoLLiNG.  I  hope  I  can  help  them  learn. 

Mr.  Lumpkin.  What  I  was  saying  earlier,  and  you  departed  from 
it  somewhat,  is  something  that  is  possibly  original  with  me  because 
it  is  something  that  I  have  run  into  so  often.  I  have  a  very  high 
respect  for  Congress  generally.  I  think  the  men  we  send  from  our 
State  and  other  States  are  men  of  real  capabilities.  Of  course,  you 
are  going  to  have  demagogues  in  anything.  You  are  going  to  have 
people  who  are  guilty  of  crimes  in  many  States.  But  on  the  whole, 
as  I  said,  I  think  Congress  is  made  up  of  a  fine  group  of  men. 

The  point  I  am  making,  from  my  own  observations  over  43  years 
of  contact,  directly  or  indirectly  with  Congress  is  that  it  doesn't 
matter  what  you  say  or  do  because  the  Government  is  actually  run 
not  by  Congress,  but  by  the  mass  of  the  bureaucracy.  I  understand, 
as  I  said  before,  and  I  repeat  it.  They  couldn't  care  less  whether 
there  is  a  Jimmy  Carter  Democratic  President,  or  Gerald  Ford 
Repulican  President,  Ted  Kennedy  liberal,  someone  else  conserva- 
tive. It  doesn't  matter.  They  are  going  to  do  it  their  own  way 
because  they  have  been  doing  it  that  way  for  so  long.  And  when 
the  bill  comes  down,  their  little  ideologies  or  philosophies  will  be 
reflected  in  how  they  interpret  or  draft  the  regulations. 

At  the  same  time,  and  I  want  to  make  it  clear,  I  think  we  are 
very  fortunate.  I  don't  see  how  you  keep  the  favor  of  all  the  people. 
We  are  subject,  as  you  know,  to  the  Federal  Reserve,  FDIC,  IRS, 
EEO  and  so  on.  But  on  the  whole,  young  people  that  come  in,  and 
they  are  young  people,  to  audit  us  in  the  various  areas  are  high 
class  professionals.  I  respect  that,  and  maybe  we  are  lucky. 

I  speak  now  of  the  national  bank  examiners.  We  have  just  com- 
pleted a  Federal  Reserve  review  of  the  holding  company.  I  don't 
know  how  they  stay  with  the  Government,  really.  We  get  good 
people  as  a  rule,  but  they  do  bring  along  with  them  their  own 
philosophies  of  how  they  think  that  act  should  be  administered. 

I  can  talk  to  other  banks  in  a  given  investigatory  audit;  and  their 
view,  because  John  Jones  is  auditing  them,  might  be  entirely  dif- 
ferent from  the  guy  who  is  auditing  me.  These  are  some  of  the 
problems  you  have. 

Mr.  Derrick.  Mr.  Beilenson. 

Mr.  Beilenson.  I  don't  have  any  questions. 

Mr.  Derrick.  We  thank  you  very  much  for  your  enlightening 
testimony.  I  believe  you  are  going  to  North  Carolina,  and  we  wish 
you  a  safe  trip. 

Mr.  Lumpkin.  Thank  you.  Good  to  be  here. 

Mr.  Derrick.  Our  next  witnesses  are  the  Honorable  Bayles 
Mack,  former  chairman  of  the  York  County  Council,  and  the  Hon- 
orable Mim  Woodring,  vice  chairwoman  of  the  Aiken  County  Coun- 
cil. 
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Mr.  Chairman,  with  the  Lieutenant  Governor  having  appeared 
this  morning,  you  see  what  attractive  pubhc  officials  we  have  in 
South  CaroUna. 

Mr.  Rolling.  That  is  certainly  correct. 

Mr.  Derrick.  We  are  delighted  to  have  both  of  you.  Mim,  I  thank 
you  so  much  for  taking  time  to  come  up  here  this  morning  and 
testify.  And,  Bayles,  good  to  see  you. 

Mim,  if  you  would  proceed. 

STATEMENT  OF  MIM  WOODRING,  VICE  CHAIRWOMAN,  AIKEN 

COUNTY  COUNCIL 

Ms.  WooDRiNG.  Thank  you.  Gentlemen,  I  appreciate  the  opportu- 
nity to  come  and  speak  to  you  today.  I  come  to  you  with  every  bit 
of  3  years  of  experience  as  an  elected  participant,  but  25  years  as 
an  observer  of  government  as  a  member  of  the  working  press. 

As  an  elected  official,  my  activities  are  governed  or  influenced  by 
five  planning  agencies.  Each  is  responsible  in  some  way  to  the 
alphabetical  mish-mash  of  Federal  Agencies  influencing  every 
aspect  of  our  lives.  One  planner  says  agencies  suffer  from  tunnel 
vision,  incapable  of  seeing  any  problem  unless  it  specifically  falls 
within  the  guidelines  of  that  agency. 

We  suggest  a  great  gathering  of  agencies  to  stop  overlapping 
services  and  to  stretch  the  Federal  dollars.  The  system  which  gov- 
erns this  country  is  being  reversed.  The  people  no  longer  tell  the 
Government  what  they  need  or  want.  The  Government,  through  its 
agencies,  tells  us  what  is  available  if  we  comply  with  massive 
regulations. 

We  believe  the  intent  of  Congress  is  misinterpreted  by  agencies. 
We  applaud  your  review  of  programs  which  appear  to  be  misinter- 
preted. Federal  dollars  are  our  dollars,  but  too  often  we  do  not 
qualify  because  of  unfair  agency  regulations.  Congress  should  in- 
vestigate why  Federal  regulations  are  changed  so  frequently. 

Before  a  project  is  implemented,  it  requires  architectural 
changes  because  guidelines  have  changed.  For  example,  we  are  now 
building  a  jail.  Because  a  neighboring  county's  jail  was  obsolete 
before  it  was  completed,  we  are  increasing  the  size  of  cells  and  so 
forth  which  adds  additional  expense,  as  we  try  to  anticipate  what 
the  new  Federal  regulations  might  be  next  year. 

Congress  defines;  agencies  implement.  Between  these  two  is  a 
massive  array  of  bureaucracy.  We  submit  that  programs  which  are 
executed  quickly  are  much  easier  to  implement,  such  as  the  eco- 
nomic development  administration,  which  was  charged  with  get- 
ting dollars  into  the  economy  through  public  works  projects. 

Just  90  days  was  allotted  from  the  time  of  the  application  to  the 
approval  of  the  programs.  Aiken  County  was  funded  $345,000.  We 
built  a  county  garage  and  renovated  a  hospital  for  an  office  com- 
plex. The  redtape  was  minimal  because  there  was  little  time  to  add 
on  the  multiple  regulations  and  requirements.  Federal  funds  were 
available  to  meet  local  needs,  and  jobs  were  supplied. 

For  big  projects,  we  are  almost  totally  dependent  on  Federal 
assistance.  We  expect  administration  of  programs  to  be  reasonable. 
In  practice,  the  cost  has  become  unreasonably  high,  due  primarily 
to  excessive  regulations.  Many  small  counties  do  not  apply  because 
they  lack  the  expertise  to  complete  the  applications.  It  requires 
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many  persons  to  administer  the  program.  Cost  is  also  escalated  by 
vast  environmental  reviews  and  perhaps  even  the  Davis  Bacon  Act 
which  was  passed  in  the  late  1930's. 

We  suffer,  I  believe,  from  overplanning,  which  often  manifests 
itself  through  unreasonable  regulations  which  carry  a  very  big 
stick.  For  example,  a  program  known  as  flood  plain  insurance 
mandates  every  unit  of  Government  within  an  area  described  by 
the  Corps  of  Engineers  as  being  in  the  flood  plain— this  group  must 
adopt  this  program  by  ordinance. 

Normally  we  like  to  adopt  ordinances  on  merit.  In  this  instance, 
if  this  is  not  adopted,  we  will  forfeit  all  Federal  funding,  now  and 
in  the  future,  for  anything  within  the  flood  plain  area. 

Aiken  County  has  just  completed  a  $37  million  waste  water 
treatment  plant  within  one  designated  flood  plain  area.  Should  we 
fail  to  adopt  this  ordinance  under  this  plan,  we  will  surrender  all 
future  Federal  assistance  to  this  plant,  which  will  eventually  have 
to  be  modernized  to  meet  ever-emerging  regulations.  Some  charac- 
terize this  as  Federal  coercion,  maybe  as  blackmail. 

Specifically,  then,  we  applied  to  the  Economic  Development  Ad- 
ministration for  their  local  public  works.  We  feel  that  this  is  a 
program  which  has  worked  well  for  us,  and  the  requirements  are 
at  a  minimum. 

In  the  HUD  community  development  bloc  grant,  we  have  been 
funded  three  times.  We  feel  that  this  is  a  very  good  program.  It  is 
extremely  worthwhile.  It  is  funded  100  percent;  and  while  there  is 
a  good  bit  of  administration,  we  feel  it  is  well  worth  it. 

The  county  received  this  year  $500,000  through  Federal  revenue 
sharing.  Requirements  can  be  met  quite  easily.  And,  frankly  our 
county  would  be  extensively  hurt  without  this  program. 

In  the  Comprehensive  Employment  Training  Act,  Aiken  County 
has  one  of  the  best  operated  programs  in  South  Carolina.  For  us, 
there  was  a  tendency  on  the  County's  part  to  become  too  depend- 
ent. New  changes  in  guidelines  make  this  program  much  more 
difficult  to  get  qualified  persons  or  even  to  find  persons  who  are 
willing  to  learn  or  to  work.  However,  we  applaud  this  program. 

We  feel  that  the  Farmers  Home  Administration  is  a  program 
which  exists  with  extremely  tight  controls.  We  have  obtained  a  $3 
million  loan  through  this  agency  for  the  waste  water  treatment 
plant,  but  it  is  very  difficult  with  these  tight  controls. 

The  Environmental  Protection  Agency,  which  funds  us  75  per- 
cent, has  helped  us  build  the  waste  water  treatment  plant.  It's 
expensive  to  operate,  primarily  due  to  the  extensive  environmental 
protection  reviews  which  are  required. 

We  have  received  excellent  help  from  the  Bureau  of  Outdoor 
Recreation,  which  is  administered  through  the  State.  Should  the 
Congress  decide  to  bring  about  a  reduction  in  the  cost  of  adminis- 
tering programs,  we  urge  you  to  do  it  yourself  Do  not  entrust  this 
to  the  bureaucracy  because  the  very  nature  of  the  beast  is  such 
that  aid  to  the  people  could  be  eliminated  before  the  bureaucracy 
would  cut  its  own  flesh. 

Somehow,  we  must  become  aware  that  spending  money  we  don't 
have  for  things  we  don't  need  will  lead  only  to  the  destruction  of 
our  society.  A  popular  song  contains  the  line,  the  piper  must  be 
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paid.  I  call  your  attention  to  the  adage  that  he  who  pays  the  piper 
calls  the  tune. 

Basically,  the  American  people  are  paying  the  piper,  but  the 
tune  is  being  called  by  someone  else,  possibly  the  bureaucrats.  The 
people  must  start  calling  the  tune  if  our  Nation  is  to  survive.  As 
elected  officials,  we  must  take  the  bureaucracy  in  hand  and  I 
suggest  that  we  apply  a  good  dose  of  simple  American  common- 
sense. 

Thank  you. 

Mr.  Derrick.  Thank  you  very  much.  Mr.  Mack. 

STATEMENT  OF  BAYLES  MACK,  FORMER  CHAIRMAN,  YORK 

COUNTY  COUNCIL 

Mr.  Mack.  Mr.  Chairman,  members  of  the  committee.  As  Con- 
gressman Derrick  has  said,  I  am  Bayles  Mack.  I  am  an  attorney 
from  the  small  town  of  Fort  Mill,  S.C,  which  is  a  textile  town.  I  am 
at  present  a  member  of  the  South  Carolina  State  Highways  and 
Public  Transportation  Commission.  Prior  to  that,  I  served  as  chair- 
man of  the  York  County  Council  for  almost  3  years.  I  say  this  so 
you  will  know  where  I  am  coming  from  when  I  make  my  remarks. 

I  want  to  say  first  that  I  do  appreciate  the  opportunity  to  come 
before  you  in  order  to  express  my  views  from  the  county  standpoint 
and  from  the  standpoint  of  the  department  of  highways  and  public 
transportation.  They  are  similar  veiwpoints.  They  are  not  at  odds 
with  each  other. 

First,  along  the  county  lines,  there  are  two  Federal  grant  pro- 
grams that  we  at  the  county  level  are  generally  involved  in,  direct 
pass-through  grants  such  as  general  revenue  sharing,  and  categori- 
cal grant  programs. 

Needless  to  say,  the  program  that  is  the  greatest  benefit  to  us  at 
the  local  level  is  general  revenue  sharing.  I  feel  like  I  must  take 
this  opportunity  to  put  in  a  plug  for  the  program  and  to  urge  you 
gentlemen  as  well  as  the  other  Members  of  Congress  to  continue 
funding  this  very  worthwhile  program.  We  in  York  County  use 
revenue  sharing  funds  primarily  for  capital  improvements. 

These  funds  have  enabled  us  to  establish  a  sanitary  landfull 
operation  that  serves  everyone  in  the  county,  and  a  garbage  collec- 
tion system  including  a  transfer  station.  With  these  funds,  we  have 
made  great  progress  toward  stoning  county  maintained  roads  and 
taking  most  of  our  citizens  out  of  the  mud. 

The  fire  protection  system  in  the  county  has  been  strengthened 
through  the  purchase  of  fire  equipment.  Revenue  sharing  funds  are 
enabling  the  county  to  construct  a  new  head-quarters  library  build- 
ing and  to  renovate  and  enlarge  a  jail  facility,  thus  eliminating  an 
outdated  county  jail. 

I  list  these  examples  to  show  the  wide  diversity  of  programs  and 
services  which  our  citizens  enjoy  as  a  result  of  the  revenue  sharing 
program.  As  a  former  county  councilman  charged  with  providing 
the  basic  services  which  are  essential  in  our  modern  day  society,  I 
must  say  that  pass-through  grant  programs  such  as  revenue  shar- 
ing are  the  best  programs  for  meeting  actual  needs. 

Citizen  needs  change  from  year  to  year  and  from  area  to  area. 
With  direct  pass-through  grant  programs,  local  elected  officials  can 
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react  to  changing  conditions  and  put  the  money  where  the  needs 
are. 

From  the  information  I  have  received  concerning  what  this  com- 
mittee would  like  to  hear  about  today,  I  believe  you  would  probably 
be  more  interested  in  the  county  viewpoint  on  categorical  grants. 
In  my  opinion,  they  deserve  a  prominent  place  in  the  intergovern- 
mental grant  system.  These  grants  enable  Congress  to  direct  funds 
to  issues  of  national  concern.  They  also  permit  Congress  and  the 
executive  branch  to  track  the  funds  as  they  are  expended. 

From  my  service  in  local  government,  I  believe  that  stability  is 
the  most  important  thing  that  is  needed  in  the  categorical  grant 
program,  stability  in  the  regulations  for  obtaining  a  grant,  stability 
in  the  procedures  for  expending  the  funds,  stability  in  the  proce- 
dures for  administering  a  grant  once  it  has  been  obtained.  I  would 
like  to  relate  an  incident  in  York  County  that  illustrates  what  I  am 
talking  about.  The  amount  of  the  grant  was  very  small,  but  it  gives 
a  good  indication  of  the  type  problems  we  are  up  against. 

There  was  a  HUD  section  701  planning  program  which  provided 
funds  for  various  planning  studies.  Approximately  4  years  ago,  the 
emphasis  at  the  Federal  level  was  on  allowing  local  governments  to 
use  these  funds  for  governmental  management  improvement  proj- 
ects such  as  the  development  of  personnel  manuals,  budget  man- 
uals, and  purchasing  procedures. 

York  County  obtained  one  of  these  grants  for  a  classification  and 
compensation  plan  for  York  County  employees.  Suddenly,  the  em- 
phasis of  the  program  was  changed  by  the  program  administrators, 
not  by  Congress.  The  same  types  of  projects  were  eligible,  but 
governmental  management  improvement  projects  were  no  longer 
funded. 

This  year,  2  years  after  the  original  classification  and  compensa- 
tion study  was  done,  the  county  applied  for  a  grant  for  an  update 
of  the  program.  The  project,  from  a  legal  standpoint,  was  still 
eligible  for  funding;  but  because  of  an  administrative  change  on 
the  types  of  projects  to  be  funded,  this  project  was  denied. 

Frequently,  Federal  rules  and  regulations  changes  from  the  time 
we  start  planning  for  a  project  to  the  time  we  actually  seek  fund- 
ing. This  is  bad.  But  worst  of  all  it  is  to  suddenly  have  the  adminis- 
trative emphasis  change  and  then  have  legally  accepted  projects 
denied  simply  because  of  a  change  in  administrative  emphasis. 
Stability  is  the  key  to  useful  and  productive  grant  programs. 

I  would  like  to  make  one  other  comment  on  categorical  grants. 
Categorical  grant  programs  have  steadily  grown  in  number.  Be- 
tween 1975  and  1978,  some  50  new  categorical  grant  programs  were 
established.  In  June  1978,  the  total  number  of  such  grant  programs 
was  492.  Each  such  grant  has  its  own  requirements  and  regula- 
tions. 

Congress  may  want  to  consider  streamlining  the  application 
process  and  procedural  requirements  so  that  there  is  only  one 
system  of  appljdng  for  grants,  one  system  of  reporting,  and  so  on, 
for  each  agency,  department,  or  functional  area.  This  same  prob- 
lem exists  in  processing  Fedei*al  funds  for  the  highway  programs. 
There  are  far  too  many  funding  categories. 

In  1972,  there  were  seven  categories  in  the  Federal  aid  highway 
program.  Today  the  South  Carolina  Department  of  Highways  and 


1166 

Public  Transportation  has  active  highway  projects  in  about  50 
separate  Federal  aid  categories.  Some  of  these  will  eventually  be 
absorbed  by  newer  categories  or  be  phased  out. 

Nevertheless,  we  received  in  1979  apportionments  for  24  cate- 
gories. Congress  provided  for  only  12  of  these  categories,  the  re- 
mainder being  added  by  the  Federal  Highway  Administration.  This 
large  number  of  categories  makes  a  program  difficult  to  administer 
and  increases  the  chances  of  having  available  funds  improperly 
utilized.  What  we  need  in  the  Federal  aid  highway  program  is  to 
have  the  categories  combined  into  about  five  or  six,  and  a  require- 
ment that  they  not  be  further  fragmented. 

My  printed  statement  today  goes  into  some  detail  about  what  we 
view  in  the  highway  department  as  overregulation,  and  I  will  turn 
this  in  after  I've  completed  my  remarks. 

For  some  time  we  have  been  concerned  about  the  proliferation  of 
regulations  and  the  many  delays  incident  to  the  implementation  of 
these  regulations,  which  sometimes  have  a  rather  strained  relation- 
ship to  the  intent  of  the  law  as  passed  by  Congress.  As  you  can 
appreciate  in  these  inflationary  times,  delays  in  project  develop- 
ment have  become  very,  very  expensive.  In  order  to  provide  some 
structure  to  my  comments,  my  printed  statement  deals  with  mat- 
ters of  highway  programs,  environmental  laws  and  regulations, 
safety,  wages,  and  contractual  matters  in  that  order. 

In  my  comments  to  you  here  today,  I  will  cite  only  one  example 
of  what  I  believe  to  be  overregulation.  That  is  in  the  area  of 
environmental  protection.  The  Department  of  Highways  and  Public 
Transportation  is  experiencing  perhaps  its  most  frustrating  and 
expensive  delays  in  this  area.  Sections  9  and  10  of  the  Rivers  and 
Harbors  Act,  and  section  404  of  the  Federal  Water  Pollution  Con- 
trol Act  Amendments  of  1972  have  to  do  with  permits  for  any  work 
involved  in  streams,  coastland  or  upland  wetlands,  or  impound- 
ments. 

Originally,  the  authority  of  the  U.S.  Corps  of  Engineers  and  the 
Coast  Guard  was  limited  to  navigable  waters  of  the  United  States, 
the  term  "navigable"  being  used  in  the  literal,  traditional  sense. 
However,  this  was  extended  by  court  order  and  regulation  to  in- 
clude, ultimately,  all  waters  of  the  United  States  and  has  the  effect 
of  requiring  a  permit  for  every  highway  project  that  in  any  way 
involves  lakes,  streams,  rivers,  wetlands,  both  tidal  or  fresh  water. 

In  South  Carolina  this  includes  many  projects  which  may  be  as 
insignificant  as  a  culvert  widening,  and  usually  involves  delays  of 
between  3  and  12  months.  We  have  had  instances  where  delays  in 
issuing  permits  have  held  up  projects  for  years.  We  believe  legisla- 
tion returning  this  authority  to  the  States  and  restricting  Federal 
participation  to  navigable  waters  only  as  defined  traditionally 
would  be  appropriate. 

We  have  recently  had  an  instance  in  South  Carolina  where  the 
Coast  Guard  concurred  in  a  permit  to  build  a  bridge  for  a  bridge 
design  at  James  Island,  Charleston,  S.C,  and  that  was  given  by  the 
Coast  Guard  several  years  ago.  Currently,  as  plans  have  been  final- 
ized and  funding  assured,  we  have  been  confronted  by  a  new  deci- 
sion by  the  Coast  Guard  which  would  add  millions  of  dollars  to  the 
project  and  would  involve  a  whole  new  round  of  environmental 
approvals  and  more  expense  to  the  taxpayer. 
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In  closing,  I  would  like  to  quote  briefly  from  Better  Roads  maga- 
zine, a  reputable  publication  serving  the  highway  industry.  While 
discussing  the  Nation's  economic  malaise,  the  magazine's  editor 
calls  on  Congress  to  eliminate  the  drag  of  Federal  regulation  and 
to  achieve  the  essential  productivity  we  are  capable  of  as  a  nation. 

With  that  I  will  close.  I  ask  that  this  statement,  which  includes 
other  things  I  have  not  covered  here  today,  be  added  to  the  record. 

Mr.  Derrick.  Without  objection,  I  would  ask  that  they  be  includ- 
ed in  the  record. 

[The  information  referred  to  may  be  found  in  the  subcommittee 
files.] 

Mr.  Beilenson.  It's  hard  to  judge  those  things,  Mr.  Mack,  unless 
one  knows  what  the  circumstances  are.  Obviously,  the  Federal 
Government  shouldn't  be  involved  in  EPA,  in  designmg  or  slowing 
up  the  building  of  a  bridge.  But  obviously,  from  my  point  of  view, 
they  should  be  involved  in  major  things  that,  in  the  past,  the  Corps 
of  Engineers  and  other  people  didn't  pay  adequate  regard  to  the 
environmental  consequences.  In  fact,  as  I  recall,  I  had  a  course  in 
college  20-some  years  ago  talking  about  the  effect  on  the  country  of 
the  destruction  by  the  Corps  of  Engineers,  which  was  busy  channel- 
izing all  the  streams  in  the  country.  These  might  have  been  deal- 
ing with  natural  waters,  but  I  think  they  were  going  far  beyond 
what  they  should  have  been  doing.  It's  hard  to  argue. 

I  would  rather  do  what  we  can  to  protect  natural  resources  but 
that  may  be  inadequate  if  the  protection  involves  unnecessary 
stringing  out  of  needed  things.  I  think  one  point  you  raised  that 
was  a  very  legitimate  complaint  concerns  stability.  That  is  needed 
in  any  of  these  programs.  The  frequent  change  in  administrative 
emphasis  clearly  can  make  things  difficult,  and  far  more  difficult 
than  they  ought  to  be. 

There  was  something  I  was  going  to  ask  you  originally,  before 
you  got  on  this  environmental  thing,  and  I  will  come  back  to  it  now 
for  just  a  moment.  Have  the  principal  problems  you  have  run  into 
been  involved  with  changes  in  administrative  emphasis,  whereas  if 
you  knew  what  you  had  to  do  in  complying,  then  it  would  be  all 
right  even  if  at  the  outset  they  seemed  a  little  burdensome  to  you? 

Mr.  Mack.  I  think  that  is  exactly  correct.  In  most  every  instance, 
from  my  personal  experience,  it  has  been  that  Congress  would  set 
out  a  program  with  a  specific  purpose,  and  then  we  would  plan  to 
meet  that  purpose  and  get  that  grant.  Then  we  would  find  our- 
selves, faced  with  new  regulations  that  seemed  to  change  the  ern- 
phasis.  It  doesn't  suddenly  change  every  time.  Sometimes  it 
doesn't.  It  did  in  the  example  I  cited.  It  just  happened  to  flip-flop 
from  one  side  to  the  other. 

But  generally,  it  gradually  changes  and  I  guess  this  is  the  bu- 
reaucracy that  people  talk  about.  I'm.  not  totally  opposed  to  the 
bureaucracy  because  somebody  has  to  administer  these  programs, 
and  they  must  have  some  general  knowledge  and  do  the  best  they 
can  in  administering  them.  However,  I  do  think  that  they  some- 
times overexploit  programs— "overregulate"  is  probably  the  proper 
word — when  they  seem  to  have  some  mandate  to  go  ahead  and  do 
many,  many  more  things  than  you  all  have  directed. 

Mr.  Beilenson.  I  was  trying  to  discern  specifically  what  your 
problem  was  and  I  am  still  not  sure  quite  what  it  is.  Is  it  that  after 
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Congress  passes  a  law,  the  regulations  make  it  otherwise?  Or — this 
is  my  second  thought — is  it  that  over  the  course  of  time  the  regula- 
tions themselves  that  were  first  promulgated  are  changed,  either 
by  the  bureaucrats  or  perhaps  even  the  Federal  personnel  who 
oversee  these  things? 

Mr.  Mack.  The  second  one  is  the  problem. 

Mr.  Beilenson.  So  we  started  with  a  law  and  some  regulations 
that  were  reasonable,  and  we  learned  how  to  deal  with  them 

Mr.  Mack.  You  learn  how  to  deal  with  them  and,  2  years  later, 
you  find  that  those  regulations  are  not  the  same  regulations.  They 
have  been  changed.  Even  in  minor  instances,  they  have  been 
changed.  But  it  makes  the  categories  you  are  applying  for  totally 
out  of  line  to  be  funded. 

Mr.  Beilenson.  That  seems  to  be  a  very  reasonable  criticism. 
Does  it  come  from  a  change  in  personnel,  do  you  think? 

Mr.  Mack.  Well,  I  think  sometimes  it's  the  same  personnel 
thinking  they  are  getting  away  with  doing  it,  but  I   know 

Mr.  Beilenson.  I  suppose  sometimes  they  improve  on  the  old 
ways? 

Mr.  Mack.  Certainly.  And  the  converse  is  true,  because  we  have 
had  some  other  experiences  where  there  was  less  regulation  be- 
cause the  administrator  of  that  program  decided  there  was  too 
much  regulation  and  took  it  out.  But  those  are  few  and  far  be- 
tween. 

Mr.  Beilenson.  I  think  you  said  something  at  the  outset  to  the 
effect  that  people  no  longer  tell  government  what  they  need.  If 
people  did  tell  us— actually,  they  do  tell  us  quite  frequently.  You 
would  be  surprised.  They  are  telling  us  today.  But  what  Federal 
programs  do  you  think  the  people  would  suggest  we  either  do  away 
with  or  cut  back  on?  Can  you  think  of  any  offhand?  Are  there  any 
programs  in  their  entirety  that  you  think  should  be  dissolved  in 
terms  of  the  application  in  your  own  county,  or  do  you  just  want  to 
stay  with  the  programs  and  not 

Ms.  WooDRiNG.  No;  I  think  there  has  to  be  administration  of 
them,  that  is,  the  ones  where  the  guidelines  are  not  too  stringent. 
You  will  give  us  a  program  and  then  to  administer  it  there  will  be 
books  this  high.  It  really  takes  a  tremendous  amount  of  work  to  try 
to  get  the  thing  administered.  A  lot  of  people  in  a  lot  of  small 
counties  and  municipalities  simply  don't  have  the  expertise  to 
know  how  to  deal  with  all  these  regulations.  I  think  there  needs  to 
be  a  simplification. 

Mr.  Beilenson.  There  are  no  overall  categories  of  programs  that 
you  would  do  away  with  entirely? 

Ms.  WooDRiNG.  Not  that  we  have  been  funded  for.  There  are  a 
lot  of  them  that  our  county  has  not  applied  for.  But  the  ones  that  I 
mentioned  specifically,  we  have  had  excellent  success  with.  And  of 
course  we,  like  Mr.  Mack,  like  the  revenue  sharing  because  it  has 
given  us  the  ability  to  put  the  money  where  we  feel  that  it's  most 
needed.  And  perhaps  this  is  one  area  that  the  people  back  home 
seem  to  be  able  to  know  best. 

Mr.  Beilenson.  Your  criticisms  obviously  are  perfectly  rational 
and  reasonable  ones.  You  also  understand  our  problem.  We  are 
spending  money  which  we  tax  people  for  and  are  accountable  for, 
and  we  have  got  to  have  some  kind  of  operation  to  provide  us  with 
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some  accounting  for  the  people.  I  realize  it  creates  all  sorts  of 
problems,  but  there  has  got  to  be  some  sort  of  happy  medium 
struck.  We  have  some  counties  back  in  California  that  would  hate 
to  give  it  up,  including  my  own. 

Ms.  WooDRiNG.  I  think  we  have  that  in  every  county  and  in 
every  State.  But  I  do  feel  that  there  are  clearly  changes  in  all  these 
programs  and  one  has  to  be  very  sharp  not  to  make  a  mistake. 

Mr.  Derrick.  I  am  sitting  here  listening  to  you  both.  You  are 
faced  with  the  same  problem  that  we  are,  you  understand,  when  it 
comes  down  to  cutting  them;  that  is,  where  and  which  ones  to  cut. 
You  know,  I  think  it's  fair  to  say  that  the  reason  you  or  Bayles 
cannot  think  of  programs  that  you  would  want  to  cut  is  because 
the  fact  of  the  matter  is  that  revenue  sharing,  categorical  grants, 
and  other  forms  of  Federal  assistance  are  the  finest  things  that 
have  probably  happened  to  local  government.  Because  you  and  I 
both  know  that  you  would  have  never  been  able  to  collect  that 
money  on  a  local  level  to  do  the  things  that  you  have  been  able  to 
do  with  this  money.  The  local  taxpayers  absolutely  would  not  have 
tolerated  it,  and  so  we  collect  the  taxes  for  you. 

Yet  we  are  accountable  to  those  people  from  whom  we  collect  the 
taxes  when  we  give  it  to  you,  and  the  only  way  we  can  know  how 
you  spend  it  is  for  you  to  fill  out  those  forms  and  regulations  that 
are  a  burden.  I  wish  I  didn't  have  to  balance  my  checkbook,  but  the 
fact  of  the  matter  is  that  I  have  to  do  it. 

With  all  respect  Bayles,  as  I  know  where  you  are  coming  from, 
as  you  said  in  your  statement,  and  Mim,  with  all  respect  to  the 
problems  that  you  have,  I  am  reminded  of  a  very  prominent  public 
official  here  in  this  State  whom  we  know.  I  have  heard  this  person 
dedicate  so  many  public  projects.  Yet,  he  is  prone  to  rant  and  rave 
about  Federal  spending  and  balancing  the  budget  for  half  an  hour 
until  the  final  lines  of  his  speech:  Except  for  that  meritorious 
project  that  we  are  here  to  dedicate  this  afternoon.  And  the  fact  of 
the  matter  is  you  just  can't  have  it  both  ways. 

Ms.  WooDRiNG.  The  only  thing  that  I  can  say  is  that  some  of 
them  are  so  easy  and  some  are  so  difficult,  and  if  we  could  have  a 
happy  medium,  that  would  be  better. 

Mr.  Derrick.  I  think  the  point  you  both  mention  that  you  have  a 
right  to  consistency  or  continuity  in  these  regulations  so  that  you 
could  plan  in  the  future  is  certainly  a  valid  observation,  and  I 
thank  you. 

Mr.  Mack.  Mr.  Chairman,  I  would  like  to  respond  to  Congress- 
man Derrick's  comments,  if  I  might.  I  don't  really  feel  that  there 
are  programs  that  I  know  of  that  we  should  cut  out.  I  am  sure 
there  are,  but  that's  your  responsibility,  and  far  be  it  from  me  to 
tell  you  which  ones  to  cut  out.  However,  I  am  sure  that  it's  a 
matter  of  degree.  Some  are  doing  less  for  the  people  than  others. 

The  big  thing  I  would  say  if  I  had  to  say  anything  else  is  that 
there  are  too  many  categories.  There  are  too  many  different  kinds. 
If  we  could  at  least  have  continuity  and  purpose  of  programs, 
general  application  for  the  programs,  and  similar  procedural  as- 
pects. It  would  cut  down  on  local  spending  and  time,  so  that  maybe 
the  emphasis  wouldn't  change  if  we  could  get  it  done  quicker.  The 
streamlining  process,  is  more  important  than  the  cutting  out  of  the 
program.  And  I  think  therein  is  the  savings. 
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Mr.  Derrick.  Of  course,  we  are  certainly  going  to  make  every 
effort  to  get  adequate  information  and  to  cut  down  on  the  amount 
of  paperwork  and  time  involved.  I  thank  you  both  for  excellent 
testimony  and  thank  you  for  your  time. 

Mr.  Beilenson.  As  you  know,  I  have  a  prior  family  commitment 
back  in  Washington  which  requires  my  leaving  now  to  catch  a 
plane.  Perhaps  a  connecting  flight  will  be  available  today. 

I  want  to  say  before  I  leave  that  I  have  enjoyed  the  hearings  very 
much  and  I  appreciate  it.  It  was  a  very  useful  and  very  valuable 
hearing  for  us.  We  have  had  a  good  time  and  a  valuable  time,  and  I 
am  sorry  that  I  have  to  leave. 

Mr.  BoLLiNG.  I  agree  with  your  statement  and  I  regret  that  you 
are  leaving,  but  we  will  carry  on. 

Mr.  Derrick.  Have  a  good,  safe  trip  back. 

Mr.  Beilenson.  Thank  you  very  much. 

Mr.  Derrick.  Our  next  witness  is  Hon.  Ted  Willis,  superintend- 
ent of  the  Aiken  County  School  System. 

STATEMENT  OF  TED  WILLIS,  SUPERINTENDENT,  AIKEN 
COUNTY  SCHOOL  SYSTEM 

Mr.  Willis.  Mr.  Acting  Chairman  and  Mr.  Boiling,  I  very  much 
appreciate  the  opportunity.  I  have,  in  fact,  rather  enjoyed  the 
hearing  this  morning  up  until  this  point. 

I  would  like  to  comment  that  I  reside  in  the  Third  Congressional 
District,  and  I  want  to  say  that  I  am  very  pleased  with  the  able 
representation  that  we  have  in  Washington. 

I  represent  a  district  that  serves  about  22,000  students  in  a 
geographic  area  that  covers  over  1,000  square  miles.  Approximately 
62  percent  of  our  graduates  go  on  to  some  form  of  higher  educa- 
tion. During  the  current  year,  17  percent  of  our  operating  rev- 
enues, or  about  $4,800,000  will  come  from  Federal  sources. 

Title  I  of  the  Elementary  and  Secondary  Education  Act  is  our 
largest  federally  funded  instructional  program,  with  projected  ex- 
penditures in  excess  of  $1  Vi  million. 

I  appreciate  this  opportunity  to  contribute  to  the  committee's 
study  of  the  Federal  program  review.  We  share  your  concern  that 
every  possible  step  be  taken  to  assure  maximum  benefit  from  our 
Federal  tax  dollar  expenditure. 

Our  experience  base  derives  from  day-to-day  personal  and  staff 
involvement  with  federally  funded  aid  to  education  programs  over 
the  past  14  years.  Within  this  context,  it  has  been  our  observation 
that  without  these  sources  of  revenue,  many  critical  needs  would 
have  gone  unmet.  This  is  particularly  true  of  our  special  needs 
student  population,  specifically  the  educationally  disadvantaged 
and  the  handicapped. 

A  great  deal  has  been  accomplished  and,  in  the  face  of  inflation, 
the  need  for  continuing  support  will  not  diminish.  If  continued 
support  is  to  become  a  reality,  we  must  demonstrate  that  funds  are 
used  effectively  and  are  consistent  with  legislated  intent.  The  fact 
that  this  can  be  accomplished  is  best  exemplified  in  the  current 
status  of  title  I  of  the  Elementary  and  Secondary  Education  Act. 

We  and  the  other  13,786  recipient  districts  can  demonstrate 
through  objective  evaluation  procedures  whether  participants  are 
learning  more  and  at  a  faster  rate  than  they  would  have  without 
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the  title  I  program.  We  are  not  only  capable  of  doing  this,  we  also 
are  required  to  do  it.  Furthermore,  procedures  are  in  place  which 
would  permit  comparison  of  achievement  data  across  districts  and 
States,  providing  Congress  with  information  base  essential  to  effec- 
tive decisionmaking. 

The  required  objective  evaluation  and  procedures  coupled  with 
mandated  independent  fiscal  audits  and  external  program  audits  at 
the  State  and  Federal  levels  make  title  I  one  of  the  most,  if  not  the 
most,  accountable  educational  programs  in  existence.  This  is  par- 
ticularly noteworthy  considering  that  title  I  is  the  largest  Federal 
aid  to  public  education  program  in  existence. 

We  should  quickly  point  out  that  a  high  level  of  productivity  and 
accountability  in  the  title  I  program  did  not  occur  overnight.  To 
the  contrary,  it  has  taken  about  15  years  and  billions  of  dollars  to 
get  to  this  point.  In  part,  this  is  due  to  the  extraordinarily  complex 
problems  that  the  program  seeks  to  resolve.  However,  we  cannot 
disregard  the  reality  that  much  time,  productivity  and  money  has 
been  lost  over  the  years  due  to  misunderstanding  of  the  legislative 
intent,  inconsistencies  between  applicable  regulations  and  estab- 
lished ones,  and  the  lack  of  appropriate  mechanisms  for  the  timely 
correction  of  these. 

I  do  not  know  the  total  amount  of  title  I  funds  for  which  excep- 
tions have  been  made  over  the  years,  but  a  safe  guess  would  be  in 
excess  of  $100  million.  In  reality,  there  is  no  way  of  knowing  the 
total  amount  that  has  been  mistargeted  or  used  ineffectively.  If 
appropriate  quality  assurance  procedures  had  been  in  place  at  the 
outset  of  the  funding,  there  is  no  doubt  that  it  would  have  been 
much  smaller. 

Without  question,  other  factors  contributed  to  the  cost  of  delays 
in  achieving  effective,  on-target  programs.  Congress  in  more  recent 
years  has  been  responsive  in  correcting  these  contributing  prob- 
lems. Specific  examples  of  this  include  the  title's  amendments  and 
forward  funding,  thereby  permitting  better  planning.  Provisions  for 
indirect  cost  recovery  and,  more  recently,  permitting  title  I  paid 
employees  to  perform  noninstructional  supervisory  duties  have  con- 
tributed to  better  acceptance  of  the  program. 

Of  course,  we  cannot  legislate  acceptance,  but  it's  vital  to  any 
program  in  the  public  schools.  In  retrospect,  the  two  factors 
making  the  greatest  contribution  to  a  climate  of  uncertainty  and 
misdirection  are  the  lack  of  explicit  legislative  objectives  and  the 
time  interval  between  the  effective  date  of  the  legislation  and  the 
availability  of  applicable  regulations. 

A  close  analysis  may  reveal  that  they  are  one  and  the  same. 
Congress  is  not  oblivious  to  these  problems,  as  is  evidenced  by  the 
more  specific  content  of  Public  Law  95-561  and  mandates  that 
program  regulations  be  developed  and  disseminated  within  a  speci- 
fied time  period.  The  recent  but  hopefully  now  resolved  controversy 
over  the  proposed  title  I  regulations,  plus  the  fact  that  the  legisla- 
tion was  passed  over  1  year  ago,  underscore  the  fact  that  the 
problem  still  exists. 

Evidence  of  awareness  of  the  problem  is  seen  in  Congressman 
Carl  Perkins'  comment  on  that  situation  and  I  quote:  "I  feel  it  is 
essential  that  the  regulations  for  the  program  be  clear,  logical,  and 
consistent  with  the  law."  End  of  quote.  I  might  mention  at  this 
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point  that,  talking  of  the  legislative  intent,  one  major  concern  we 
have  had  with  legislation  94142,  which  is  the  handicapped  educa- 
tion law,  is  that  it  has  caused  us  to  be  responsible  for  the  education 
of  children  that  we  have  not  previously  had  responsibility  for,  and 
for  which  we  are  not  equipped.  These  children  were  traditionally 
taken  care  of  in  State  institutions.  We  now  have  those  students 
who  are  not  even  toilet  trained  that  we  have  to  try  to  provide 
educational  opportunities  for. 

The  same  act  provides  that  if  the  parent  elects  to  put  that  child 
in  a  private  school,  we  are  responsible  for  providing  special  educa- 
tion if  they  qualify  for  it.  And  yet  we  are  not  equipped  to  work 
with  the  private  schools  in  providing  these.  And  in  some  cases,  the 
private  school  might  not  be  in  a  location  in  the  vicinity  of  the  local 
education  agency.  If  the  incidence  rate  is  not  high  enough  that  we 
can  offer  a  program,  then  we  are  required  to  pay  for  the  child's 
education  in  some  institution  that  does  provide  it.  And  sometimes 
this  is  quite  an  expense  and  puts  a  burden  on  the  local  educational 

agency. 

More  explicitly  defined  legislative  intent  expressed  in  terms  of 
program  objectives  should  minimize  the  opportunity  for  misinter- 
pretation and  mistargeting  of  appropriated  funds.  These  in  combi- 
nation with  required  objective  evaluation,  fiscal  and  program 
audits,  and  congressional  hearings,  should  provide  the  basis  for 
determining  the  extent  to  which  Federal  program  expenditures  are 
achieving  the  desired  result. 

With  regard  to  Federal  aid  to  education  programs,  there  is  no 
question  of  the  need  for  the  programs  they  fund,  that  they  do 
produce  positive  results,  and  that  the  quality  assurance  mecha- 
nisms are  in  place.  At  the  same  time,  there  is  no  question  of  the 
need  for  continuing  efforts  to  shorten  the  time  it  takes  to  align  the 
expenditures  with  the  legislative  target.  More  explicit  legislative 
objectives  should  contribute  significantly  to  that  end. 

In  closing,  I  would  like  to  say,  as  I  have  said,  that  we  are  very 
interested  in  a  balanced  Federal  budget.  And  I  think  I  can  speak 
for  the  educational  community  when  I  say  that  we  realize  that 
there  is  a  great  deal  of  pressure  to  reduce  the  Federal  budget.  I 
think  that  those  of  us  who  are  in  education  will  gladly  share  in  the 
cuts.  We  do  think  that  whatever  cuts  are  made  should  be  across 
the  board,  percentage-wise,  and  that  the  educational  programs 
should  not  be  picked  for  the  major  cuts. 
Thank  you,  gentlemen. 

Mr.  BoLLiNG.  I  have  no  questions.  Thank  you  for  an  excellent 
statement. 

Mr.  Derrick.  Thank  you,  Mr.  Willis.  First,  I  would  like  to  make 
an  observation.  I  know  that  you  mean  what  you  say  on  the  bal- 
anced budget  because,  as  I  recall,  when  you  were  in  my  office  some 
several  months  ago  with  a  group  of  educators,  I  asked  you  that 
question  and  you  made  some  very  good  observations  on  what  could 
be  cut  in  the  field  of  education  and  some  areas  where  you  were 
willing  to  accept  across-the-board  cuts. 

In  your  statement  on  two  occasions  you  mentioned  explicit  legis- 
lative objectives.  This  is  something  that  I  am  particularly  interest- 
ed in  because  I  feel  that  many  times  the  original  objective  is  long 
forgotten  as  the  programs  go  ahead;  and  we  never  know,  really, 
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whether  they  are  accomplishing  what  they  were  intended  to  accom- 
pUsh.  Could  you  be  a  little  more  explicit  with  me,  or  give  me  an 
example  of  an  explicit  legislative  objective? 

Mr.  Willis.  Maybe  I  could  use  the  illustration  of  the  elementary 
and  secondary  education  act  when  it  was  first  enacted  some  14 
years  ago.  It  was  a  social  welfare  program  in  a  large  measure  at 
that  time.  It  has  evolved  over  these  14  years  to  where  it  is  an 
educational  program  now  for  disadvantaged  children.  And  the 
major  emphasis  now  is  on  education  rather  than  social  welfare. 
And  this  is  the  kind  of  thing,  Congressman,  that  I  had  reference  to. 

Mr.  Derrick.  In  other  words,  what  you  are  saying  is  that  you're 
not  quarreling  with  what  it  is  doing,  but  it  is  not  doing  what  it  was 
intended  to  do  to  begin  with? 

Mr.  Willis.  That's— I'm  not  sure.  In  fact,  I  would  say  that  now 
it's  probably  doing  more  of  what  Congress  originally  intended.  But 
when  it  was  first  implemented,  I  do  not  feel  it  met  the  intent  of 
Congress.  We  could  be  specific  and  would  be  glad  to  address  this  in 
detail.  But  very  often  I  have  felt  a  program  does  not  meet  the 
intent  of  Congress  as  carried  out  through  the  regulations.  These 
regulations  are  sometimes  very  late.  We  will  already  have  done  a 
lot  of  planning  and  it  takes  a  lot  of  replanning  to  implement  the 
program  after  the  regulations  are  finally  issued. 

Mr.  Derrick.  If  you  would  be  kind  enough  to  direct  something  to 
me  along  those  lines,  it  would  be  greatly  appreciated.  And  I  once 
again  thank  you  for  your  excellent  testimony  and  your  response  to 
the  questions.  I  wish  you  a  safe  trip  back  home. 

Our  next  witness  is  Lowell  Reese,  executive  director  of  the  South 
Carolina  Chamber  of  Commerce.  Mr.  Reese,  we  welcome  you  here 
this  afternoon,  and  I  think  it  is  probably  appropriate  to  welcome 
you  to  South  Carolina.  You  have  just  come  with  the  chamber,  I 
believe. 

STATEMENT  OF  LOWELL  REESE,  EXECUTIVE  DIRECTOR, 
SOUTH  CAROLINA  CHAMBER  OF  COMMERCE 

Mr.  Reese.  I  would  like  to  submit  for  the  record  the  pages  that  I 
gave  you,  because  of  the  time  factor.  Of  course,  I  would  like  to 
touch  on  some  of  the  highlights  of  these. 

My  name  is  Lowell  Reese.  I  am  the  executive  vice  president  of 
South  Carolina  chamber;  and  as  you  pointed  out,  I  just  came  to 
South  Carolina  during  the  last  5  weeks  from  my  hometown  in 
Kentucky.  Probably  most  of  the  remarks  that  I  will  make  you  have 
heard  at  many  chamber  banquets  before;  but  hopefully  some  of  the 
things  that  I  can  bring  out  and  share  with  you  may  give  you  some 
insights  into  the  problem  that  we  are  faced  with. 

There  does  exist  an  unbreakable  connection  between  Govern- 
ment rules  and  the  free  enterprise  system.  It  is  this  relationship 
between  the  public  policy  decisions  that  you  are  making  that  have 
an  impact  on  our  standard  of  living  that  I  would  like  to  talk  about. 

We  do  have  problems,  of  course,  associated  with  this  prolifera- 
tion of  Federal  programs  and  regulations.  We  pay  for  all  of  these 
regulations  in  two  different  ways.  We  pay  for  the  programs  and 
regulations  in  terms  of  a  higher  cost  of  living  and  we  pay  for  it  in 
terms  of  a  stagnated  standard  of  living. 
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No  civilization  has  ever  eliminated  the  need  for  Government. 
Government  is  necessary  for  determining  the  rules  of  public  life. 
Because  dealing  with  the  public  is  a  political  process,  part  of  the 
responsibility  for  our  economic  achievements  rests  with  you,  our 
lawmakers  who  are  making  these  public  policy  decisions.  I  would 
like  to  point  out  some  of  the  problems  we  'lave  with  the  size  of 
Government  today. 

During  the  past  45  years,  Government  growth  has  outstripped 
the  population  growth  6  to  1.  While  the  U.S.  population  grew  about 
75  percent  during  this  period,  the  bureaucracy  has  exploded  more 
than  470  percent. 

Second,  one  out  of  every  five  persons  employed  in  this  country 
today  works  for  the  Government.  If  you  count  those  outside  the 
walls  of  Government,  those  with  grants  and  contracts,  the  figure 
jumps  to  1  of  4  nationwide.  That's  the  same  ratio  nationwide  as  it 
is  in  Washington,  D.C.  In  1977,  the  equivalent  of  the  whole  State  of 
Texas  applied  for  a  job  with  the  Federal  Government,  11.9  million 
applicants. 

The  biggest  growth  area  of  Government  is  in  transfer  payments, 
money  sent  on  directly  to  the  individual.  In  1960,  the  percentage  of 
GNP  going  for  social  welfare  expenditures  was  11  percent.  Today 
that  figure  is  21  percent. 

Out  of  every  $10  that  the  average  American  earns  through  his 
labor  and  his  investments  and  his  savings.  Government  at  all 
levels  takes  $4.20,  leaving  that  individual  to  spend  as  he  chooses 
only  $5.80.  That's  42  cents  out  of  every  dollar  the  Government  is 
taking.  In  1929  the  Government  took  only  12  cents;  in  1950  29 
cents;  and  in  1960  it  was  34  cents.  There  is  something  very  signifi- 
cant here  in  the  fact  that  of  the  fruits  of  the  labor  of  the  average 
working  person  in  this  country.  Government  is  taking  42  percent  of 
what  he  earns,  leaving  him  to  spend  only  58  percent. 

There  is  another  kind  of  property,  and  that's  the  land  in  the 
country.  We  have  an  identical  division  of  ownership,  and  this  just 
happened  coincidentally.  These  two  factors  came  together  in  1978. 
The  Government  in  this  country  owns  42  percent  of  all  the  land. 
The  Federal  Government  owns  34  percent,  which  is  slightly  more 
than  one  of  every  three  acres.  And  another  6  percent  is  owned  by 
the  States,  counties,  cities  and  other  local  units  of  Government. 
The  American  Indians  own  2  percent,  and  the  coincidence  here  is 
that  of  all  the  land,  the  Government  owns  42  percent  and  private 
individuals  own  58  percent. 

More  than  half  of  all  the  people  in  the  country,  124  million  out 
of  about  220  million,  are  being  supported  directly  by  Government 
dollars  for  all  or  at  least  part  of  their  income.  This  does  not  include 
those  working  outside  the  walls  of  Government  on  contracts  and 
grants  from  universities,  the  architects,  and  others.  By  a  conserva- 
tive estimate,  6  out  of  every  10  persons  in  the  country  are  being 
supported  wholly  or  in  part  by  Government. 

A  big  factor  that  relates  to  business,  of  course,  is  regulation.  We 
have  had  a  regulatory  boom  in  this  country  during  the  last  20 
years.  When  the  Federal  code  was  first  started  in  1938,  there  were 
only  19,000  pages  of  Federal  regulations.  For  a  20-year  period  after 
that  up  until  1958,  the  pages  increased  only  5  percent,  going  up  to 
20,000  pages.  But  during  the  next  20  years,  by  1978,  the  number  of 
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pages  jumped  270  percent,  up  to  73,000  pages,  enough  to  fill  142 
Washington  telephone  books;  and  the  regulations  keep  growing. 

I  would  like  to  come  back  to  this  at  a  later  point  and  relate  how 
these  regulations  affect  productivity  and  the  standard  of  living  in 
this  country. 

In  1978,  Congress  enacted  233  new  laws.  The  Federal  bureaucra- 
cy wrote  7,568  new  regulations.  Before  the  regulatory  boom  of  the 
last  20  years,  productivity  in  America  grew  3.2  percent  annually. 
Since  the  boom,  productivity  has  dropped  to  an  average  annual 
rate  of  only  ¥2  of  1  percent,  one  of  the  lowest  growths  of  productiv- 
ity in  the  industrialized  world. 

All  Americans,  business  included,  will  spend  785  million  hours 
this  year  filling  out  and  processing  Federal  forms.  That  breaks 
down  in  40-hour  weeks  to  19.6  million  weeks,  or  the  equivalent  of 
376,000  people,  a  city  nearly  the  size  of  Columbia,  S.C,  working  full 
time  without  a  vacation  for  a  whole  year  just  to  fill  out  these 
forms. 

The  Government  pours  money  out  of  so  many  spigots  that  the 
opportunity  to  siphon  off  much  of  it  for  personal  use  is  beyond 
control.  If  you  followed  the  reports  coming  out  of  Washington 
during  the  past  year,  and  all  of  the  abuse  that  was  uncovered  at 
the  General  Services  Administration,  you  would,  of  course,  know 
what  I'm  pointing  to. 

Every  time  the  Government  interferes  in  the  market  place,  the 
public  pays  for  it.  Regulations,  redtape,  certificates,  license  fees,  all 
are  equivalent  to  taxation.  They  are  all  Government  actions  that 
increase  the  cost  of  production  and  chew  into  company  profits.  For 
a  company  to  meet  higher  expenses,  whether  they  are  for  higher 
taxes,  wages,  regulations,  or  inflation,  there  exist  only  three 
choices  for  companies  to  make  up  those  expenses.  One  is  from  the 
customers  through  higher  prices  and  the  second  is  from  their  em- 
ployees through  lower  wages.  The  third  is  from  stockholders 
through  lower  earnings. 

One  common  myth  is  that  the  entire  burden  of  Government 
regulations  and  taxation  is  passed  on  to  the  consumers  in  the 
products  they  buy.  Economists  know  that  this  is  not  true,  given  the 
nature  of  the  economy;  but  the  size  of  the  part  that  is  passed  on  is 
a  matter  of  debate. 

Regulations  promote  employment.  In  other  words,  people's  jobs 
are  often  at  stake  when  the  bureaucrats  start  regulating.  When 
they  start  pushing  business  down,  they  start  pushing  unemploy- 
ment up.  That  portion  of  regulatory  costs  not  absorbed  by  inflation 
and  stockholders  results  in  unemployment.  Furthermore,  jobs  are 
lost  because  of  regulations  when  the  capital  outlay  that  is  diverted 
to  comply  with  regulations  is  not  available  to  be  plowed  back  into 
the  corporation  to  create  new  jobs. 

The  bureaucracy  should  understand  that  for  every  job  holder 
there  must  be  a  job  maker.  The  free  enterprise  system  in  its 
natural  state  will  create  jobs,  as  it  favors  labor  over  leisure.  Most 
small  companies  in  South  -Carolina  are  not  able  to  raise  prices. 
They  are  more  likely  to  lay  off  workers.  Salaries  are  usually  the 
highest  item  of  the  payroll  and  usually  the  first  to  be  cut  as  the 
small  businessman  faces  the  prospect  of  diminishing  profits,  or 
worse  yet,  bankruptcy. 
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Regulations,  redtape,  recordkeeping  and  more  forms  to  fill  out 
all  inhibit  productivity.  They  foul  up  production.  And  for  America 
and  South  Carolina  to  have  solid  economic  growth,  the  regulations 
themselves  must  be  regulated.  An  expanding  Government  by  its 
nature  works  against  the  productive  citizen,  the  productive  system, 
and,  therefore,  against  productivity. 

Government  interference  encourages  waste,  not  productivity.  It 
rewards   inefficiency  and  security  and   not  innovation   and   risk. 

Regulations  carry  economic  costs  that  can  be  counted  in  five 
ways:  Higher  taxes,  higher  prices,  higher  unemployment,  slow 
growth  productivity,  and  a  stagnating  standard  of  living.  But  there 
is  a  high  human  cost,  too.  Regulations  carry  a  spiritual  cost  that 
can  only  be  counted  one  way,  and  that  is  less  freedom.  Dollars  and 
freedoms  taken  from  citizens  are  Government's  fuel.  To  function, 
Government  must  take  money,  that  is,  taxes,  from  us.  And  it  must 
take  some  decisions,  that  is,  freedom  of  choice,  away  from  us.  And 
our  freedon  of  choice  is  becoming  increasingly  limited. 

In  closing  I  would  like  to  make  about  five  suggestions.  No.  1,  a 
way  to  get  at  this  problem  that  Government  has  created  is  for 
business,  Government,  and  community  leaders  who  have  a  respon- 
sibility to  make  known  to  people  in  all  walks  of  life  what  is 
happening  to  our  way  of  life.  The  cost  of  Government  and  rules  of 
the  bureaucracy  are  eroding  the  free  enterprise  system,  one  that 
has  made  ours  the  greatest  system  of  Government  ever  fashioned 
by  men.  And  the  secret  to  our  success  in  America  is,  of  course,  the 
free  enterprise  system. 

Second,  one  reason  that  Government  is  growing  is  that  people 
are  looking  to  Government  first  to  solve  their  problems  in  coping 
with  life.  To  many  people,  welfare  is  a  right  to  be  expanded,  not  a 
condition  to  be  avoided.  Problems  should  be  first  solved  by  the 
individual  and  then  the  family  and  then  the  community.  The  Fed- 
eral Government  should  be  looked  to  last  and  not  first. 

Third,  Congress  should  stop  passing  so  many  laws,  because  there 
can  be  no  regulations  without  enabling  legislation.  Since  1789 
when  the  First  Continental  Congress  met.  Congress  has  introduced 
over  1  million  pieces  of  legislation.  The  average  over  that  200-year 
period  is  about  11,000  new  pieces  of  legislation  per  session.  But 
recently,  Congress  has  been  enacting,  introducing  legislation  at  the 
pace  of  about  25,000  pieces  every  session. 

Part  of  the  reason  for  the  recent  increase  is  the  large  number  of 
congressional  staff  employed  to  conceive  and  draft  legislation.  Con- 
gressional employees  now  number  about  19,000  and  cost  to  the 
taxpayers  is  about  $1  billion  a  year  to  operate. 

Fourth,  legislation  should,  when  appropriate,  contain  specific 
language  to  reduce  the  gap  between  what  the  regulators  write  and 
what  Congress  intends. 

And  fifth.  Congress  should  consider  implementing  an  override 
veto  of  regulations  when  the  regulators  go  beyond  the  intent  of  the 
legislation. 

I  thank  you,  Mr.  Chairman,  and  I  will  respond  to  any  questions 
you  might  have. 

Mr.  Derrick.  Mr.  Reese,  I  thank  you  very  much  for  that  state- 
ment. It  certainly  was  very  well  prepared.  I  won't  lead  you  to 
believe  that  I  agree  with  everything  you  say,  but  it  certainly  is 
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very  well  prepared.  Let  me  ask  you  this.  There  are  many  things  I 
agree  with  you  on.  But  you  paint  a  very  bleak  picture  of  this  great 
old  country  of  ours  with  your  statement. 

The  last  time  I  looked,  the  National  Chamber  of  Commerce,  the 
board,  every  member  of  that  board  of  directors  with  the  exception 
of  either  two  or  four,  I've  forgotten  which,  were  a  member  of 
Fortune  500  companies — the  largest  and  most  prosperous  compa- 
nies in  the  United  States.  And  if  my  memory  serves  me  correctly, 
the  last  reports  that  I  have  seen  say  that  the  Fortune  500  compa- 
nies are  enjoying  the  greatest  profits  they  have  ever  enjoyed  in 
their  history.  Now,  how  do  you  reconcile  that  with  the  statement 
that  you  have  just  given  me  that  we  are  going  down  the  drain? 

Mr.  Reese.  Well,  I  can't  speak  for  all  of  the  Fortune  500,  but  I 
can 

Mr.  Derrick.  That  is  a  fact,  that  they  are  enjoying  the  greatest 
profits  that  they  have  enjoyed  in  history. 

Mr.  Reese.  For  all  the  Fortune  500,  I  know  that  perhaps  the  oil 
companies 

Mr.  Derrick.  I  am  not  speaking  of  the  oil  companies.  I  don't 
mean  to  interrupt,  but  I  am  speaking  of  the  Fortune  500.  I  would 
be  glad  to  discuss  oil  companies  with  you  if  you  would  like. 

Mr.  Reese.  You  are  expecting  me  to  respond  to  the  high  profit 
that  companies  are  enjoying  today? 

Mr.  Derrick.  No;  I'm  not  asking  you  to  respond  to  that.  What  I 
am  saying  is  that  your  statement  paints  a  rather  bleak  picture  of 
the  future  of  this  country,  the  economic  future,  but  it  seems  to  me 
to  be  inconsistent  if  the  companies  the  Chamber  of  Commerce,  the 
board  of  directors,  at  least,  are  representing  are  having  the  highest 
profit  picture  that  they  have  ever  had.  It  seems  to  be  inconsistent. 
If  I  am  wrong,  please  tell  me. 

Mr.  Reese.  I  am  going  to  respond  to  that  as  directly  as  I  can.  I 
don't  mean  to  hedge  or  try  to  avoid,  but  let's  say  I  don't  have 

Mr.  Derrick.  I  want  to  see  them  make  as  much  as  they  can,  you 
understand. 

Mr.  Reese.  But  I  would  point  out  that  inflation  is  a  big  factor. 
The  purchasing  power  of  the  average  worker  in  this  country  in 
recent  years  has  decreased.  We're  going  backward  and  productivity 
is  decreasing.  As  far  as  the  profits  of  the  corporations,  all  of  that 
money,  it  doesn't  sit  around  anjrwhere.  It's  all  reinvested.  It's  not 
put  in  jars  in  somebody's  back  yard.  And  it's  going  back  into  the 
economy  to  create  more  jobs. 

The  big  picture  and  the  bleak  picture  that  I  have  tried  to  point 
out  is  the  fact  that  the  form  of  Government  that  we  are  having  in 
this  country  is  slowly  and  gradually  changing  and  we  are  getting 
away  from  the  plan  that  our  forefathers  wrote  into  the  constitu- 
tion. We're  endangered  by  all  the  Government  regulations  and  the 
cost  of  Government,  that  whole  system.  If  you  use  the  measure- 
ment of  the  Government  taking  the  fruits  of  our  labor,  that  part  of 
the  property  and  the  real  estate  in  this  country,  by  that  measure- 
ment, the  country  is  42  percent  socialized.  The  trend  is  toward 
more  socialization.  What  that  eventually  is  going  to  do  is  choke  the 
free  enterprise  system. 

If  I  could  just  take  a  moment  to  point  to  what  we  have  here  in 
South  Carolina.  I  did  considerable  research,  of  course,  before  decid- 
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ing  to  come  to  this  State  with  the  Chamber  of  Commerce.  And 
comparing  the  economic  factors  that  we  have  here  with  the  eco- 
nomic factors  in  other  States,  as  far  as  the  growth  of  industry,  we 
are  sitting  on  freedom  paradise  here.  We  don't  have  all  the  Govern- 
ment regulations  and  expenses  that  you  have  in  other  States.  But 
if  we  don't  guard  that  process,  then  I  am  afraid  we  are  going  to  be 
in  the  situation  that  other  States  are. 

Mr.  Derrick.  Let  me  say  that  I  admire  your  judgment  and  your 
good  sense  in  coming  to  South  Carolina.  But  at  the  same  time,  let 
me  pose  one  other  question  to  you  based  on  your  statement  that,  as 
I  said,  is  rather  bleak.  I  think  you  would  admit  that.  Let's  go  back 
100  years  in  the  history  of  this  Nation.  We  had,  for  all  practical 
purposes,  no  regulation.  We  also  had  children  working  in  mills  that 
were  7  or  8  years  old,  going  to  an  early  death.  We  had,  as  a 
practical  matter,  no  real  middle  class  in  this  country.  You  either 
were  rich  or  you  were  poor.  We  had  bank  failures  every  other  year, 
with  depressions  and  highs  and  lows,  and  tremendous  land  specula- 
tion that  wiped  families  out.  We  had  very  poor  medical  care,  and 
on  and  on.  And  I  don't  think  that  you  would  suggest  that  we  would 
want  to  trade  that  era  for  the  era  that  we  live  in  today,  would  you? 

Mr.  Reese.  I  would  not.  As  far  as  the  standard  of  living  that 
people  have  today,  we  certainly  have  a  standard  of  living  way 
beyond  what  our  forefathers  had.  I  would  point  out  that  those 
conditions  need  to  be  corrected  by  the  responsibility  of  the  individ- 
ual companies,  and  it's  not  the  role  of  Government  to  come  in  and 
assume  those  responsibilities.  That  is  the  ideal. 

Mr.  Derrick.  You  think  the  Government  was  incorrect  in  out- 
lawing child  labor? 

Mr.  Reese.  In  that  particular  instance,  I  do  not  disagree.  There 
are  certain  proper  roles  for  Government.  But  in  the  total  scheme, 
the  big  picture,  if  we  are  going  to  have  the  rights  of  individual 
citizens,  then  the  individual  citizens  have  a  responsibility  to  correct 
the  conditions  and  have  the  unwritten  laws  and  the  moral  code 
and  the  behavior  established  within  the  culture  rather  than  turn- 
ing to  Government  and  asking  Government  to  establish  the  rules. 

Mr.  Derrick.  Thank  you  very  much.  Mr.  Chairman. 

Mr.  BoLLiNG.  I  would  like  to  discuss  your  statement,  which  I 
regret  I  didn't  hear.  I  did  read  it,  however.  You  talked  about 
Government  and  the  size  of  Government  and  then  you  have  a 
number  of  points.  What  does  the  word  Government  mean,  just  the 
Federal  or  all  governments? 

Mr.  Reese.  I  would  use  that  term  to  mean  all  government. 

Mr.  BoLLiNG.  Federal,  State,  local,  county,  city,  and  all  other 
jurisdictions? 

Mr.  Reese.  Yes. 

Mr.  BoLLiNG.  I  think  there  has  been  a  larger  growth  in  the  local 
and  State  governments  than  there  has  been  in  the  Federal  Govern- 
ment for  some  time. 

Mr.  Reese.  As  far  as  the  number  of  employees,  yes,  sir,  that  is 
correct. 

Mr.  BoLLiNG.  Now,  you  talked  about  the  fact  that  the  Govern- 
ment owns  42  percent  of  the  land  in  this  country  and  the  private 
citizens  own  58  percent.  Do  you  happen  to  know  what  the  percent- 
age would  have  been  about  the  time  of  the  Louisiana  Purchase? 
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Mr.  Reese.  No,  I  would  not. 

Mr.  BoLLiNG.  I  think  it  would  be  interesting  to  look  at  it  histori- 
cally because  I  would  suspect  that  the  government  started  out 
owning  a  much  larger  percentage  and  that  there  has  been  a  con- 
stant move  in  the  direction  of  getting  more  of  it  out  of  the  hands  of 
government.  I  think  that  one  of  the  things  that  is  always  interest- 
ing is  that  a  great  deal  of  the  land  that  the  government  does  own, 
despite  the  fact  that  a  great  deal  of  it  is  leased  to  private  industry 
at  prices  way  below  any  reasonable  market  cost,  leased  for  grazing 
and  all  kinds  of  purposes,  that  most  of  the  land  that  is  not  produc- 
tive is  in  the  hands  of  government. 

But,  on  the  other  hand,  when  we  start  up  talking  about  the 
horrible  deficits  that  we  have  and  the  enormous  debts  that  we 
have,  and  then  we  carry  the  White  House  valued  at  about  $1,  and  I 
think  the  Capitol  of  the  United  States  might  be  about  $5,  and  we 
don't  value  the  things  that  the  people  own  at  all  when  we  look  at 
the  deficit  and  the  debt.  It  seems  to  me  that  we  use  figures  in  a 
way  that  is  not  necessarily  terribly  productive  or  reasonable,  that 
the  figures  can  be  used  merely  to  prove  a  point  rather  than  to 
inform;  and  I  suspect  that  might  happen  occassionally,  even  in 
your  statement. 

Mr.  Reese.  Certainly  figures  can  be  used  many  different  ways.  I 
concede  that.  I  would  like  to  followup  on  that  to  say  that  a  large 
portion  of  the  Federal  Government's  holding  is  west  of  the  Missis- 
sippi River,  unrelated  to  the  Louisiana  Purchase.  But  of  the  2.3 
billion  acres  that  cover  the  surface  of  this  country,  the  Government 
is  not  decreasing;  it  is  increasing  at  a  rate  of  1  million  acres 

Mr.  BoLLiNG.  The  Government  as  a  whole? 

Mr.  Reese.  The  Government  as  a  whole,  airports 

Mr.  BoLLiNG.  That  specifically  makes  it  clear  that  it's  not  the 
Federal  Government. 

Mr.  Reese.  That's  right,  and  I  didn't  mean  to  imply  that. 

Mr.  BoLLiNG.  I  just  wanted  to  be  sure  because  we  do,  after  all, 
represent  the  Federal  Government. 

Mr.  Derrick.  Thank  you  very  much,  as  I  said,  for  an  excellent 
statement.  I  understand  what  you  are  getting  at,  but  I  think  you 
overstated  your  case  a  little  bit.  You  know,  most  of  the  people  that 
I  know,  including  the  ones  that  you  are  talking  to,  like  this  country 
very  much.  And  we  generally  enjoy  a  very  good  standard  of  living 
and  are  enjoying  more  freedoms  than  anyone  else  in  the  world.  So 
I  just  point  out  to  you  that  it  really  can't  be  that  bad.  I  thank  you 
very  much. 

Our  next  witness  is  James  Johnson,  president  of  South  Carolina 
AFL-CIO. 

STATEMENT  OF  JAMES  JOHNSON,  PRESIDENT,  SOUTH 

CAROLINA  AFL-CIO 

Mr.  Johnson.  Mr.  Chairman,  Congressman  Derrick,  it's  with 
great  pleasure  that  I  address  the  committee  today  to  share  with 
you  some  of  our  experiences  and  observations  on  Federal  programs 
in  South  Carolina  to  demonstrate  our  view  on  sunset  legislation. 

Our  working  people  have  no  serious  disagreement  with  the  gov- 
ernment achieving  rational  planning  and  regular  review  of  pro- 
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grams.  There  is  no  question  that  the  volume  and  scope  of  govern- 
mental programs  should  be  of  great  concern. 

The  Legislative  Reorganization  Act  of  1946  and  1970,  as  well  as 
the  Congressional  Budget  and  Impoundment  Control  Act  of  1974, 
requires  each  standing  congressional  committee  to  evaluate  the 
administration  and  execution  of  laws  and  to  report  twice  a  year  on 
overseeing  these  activities.  Legislative  oversight  is  a  response  to 
the  need  for  continual  congressional  attention  to  the  propriety 
and  efficiency  of  the  programs  for  which  the  committees  are 
responsible. 

The  sunset  proposal  developed  at  both  State  and  Federal  levels 
have  been  seen  as  providing  such  mechanisms.  The  sunset  proposal 
calls  for  automatic  termination  of  new  budget  authority  for  pro- 
grams that  have  not  been  reviewed  or  reauthorized  during  a  10- 
year  period,  forcing  such  reviews  and  reauthorizations. 

Our  Congressman  Butler  Derrick's  proposal  for  sunrise  relies  on 
setting  in  advance  the  objectives  for  Federal  spending  programs 
and  a  decision  to  enable  Congress,  through  orderly  oversight  proce- 
dures, to  assess  the  rules  achieved  in  accomplishing  these  objec- 
tives. We  prefer  the  sunrise  approach  proposed  in  Congressman 
Derrick's  H.R.  65  and  are  opposed  to  the  sunset  approach  in  H.R.  2, 
which  fails  to  define  and  fix  criteria  other  than  cost  effectiveness 
and  to  guide  this  determination  as  to  whether  programs  should  or 
should  not  be  reauthorized. 

It  puts  a  remedy  on  delay  since  all  that  is  necessary  to  kill  a 
program  when  its  authorization  comes  up  is  for  the  committee  to 
do  nothing  about  it  and  let  if  lapse.  Sunset  laws  are  a  prior  substi- 
tute for  proper  legislative  oversight;  plus,  they  have  dangerous 
potentials  as  a  means  to  delay,  divert,  do  away  with  programs  that 
are  in  the  Nation's  interest  and  they  sharply  increase  the  uncer- 
tainty of  future  governmental  functions. 

Short-term  budget  affects  these  problems,  which  really  need  long 
term  planning,  such  as  unemployment.  Witness  the  effect  of  delay 
in  the  congressional  response  to  unemployment,  the  Comprehen- 
sive Employment  Training  Act  (CETA)  here  in  South  Carolina. 
This  is  where  we  live,  and  we  suffer  from  delay  to  the  detriment  of 
good  planning.  Let  me  elaborate. 

According  to  the  occupational  training  needs  in  South  Carolina 
and  the  10  planning  districts,  the  hard  to  fill  job  openings  are 
machine  shops,  building  and  construction,  sheet  metal,  auto  me- 
chanics, heavy  equipment  maintenance,  welding,  metal  trades, 
electronic  occupations,  tool  and  die  makers,  all  the  marketable 
skills  leading  to  good  paying  jobs  and  working  at  skilled  trades. 
These  are  apprenticeable  trades. 

Apprenticeship  is  a  prescribed  period  of  time  during  which  an 
individual  learns  a  trade  through  on-the-job  training  (OJT)  and 
instruction.  Apprentices  are  paid,  full  time  employees  of  the  com- 
pany in  which  they  are  apprenticed.  Apprenticeship  usually  lasts 
about  4  years,  but  may  range  from  1  to  6  years.  Standards  are 
predetermined  for  mastery  of  skills  and  cannot  be  shortened  to  fit 
a  specified  termination  date. 

Apprenticeship  graduates  work  more  steadily,  learn  to  be  mas- 
ters of  their  trade,  and  experience  fewer  and  briefer  periods  of 
unemployment  than  other  workers.  According  to  the  Apprentice- 
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ship  Act  of  1937,  apprentices  shall  be  selected  on  the  basis  of 
objective  qualification  standards.  Examples  of  such  standards  are 
fair  aptitude  tests,  school  diplomas,  and  school  grades,  among 
others.  The  minimum  level  of  education  required  also  varies. 

Although  a  majority  of  our  programs  require  that  entrants  have 
a  high  school  diploma  or  its  equivalent,  others  set  the  minimum  as 
low  as  the  sixth  grade.  Electricians,  tool  and  die  makers  require 
that  applicants  pass  a  certain  high  school  course  in  mathematics 
and  science.  We  have  here  the  supposed  equivalent  of  such  training 
in  our  technical  schools,  but  they  are  not  putting  out  a  properly 
trained  worker.  Ten  years  ago,  they  were  equal  to  any  in  the 
Nation.  Today  they  are  a  failure.  Why?  They  do  not  address  the 
problem  of  preapprenticeship. 

Regardless  of  the  level  of  education  required,  apprentices  need  a 
firm  basis  in  reading,  writing,  and  mathematics.  There  is  no 
chance  at  apprenticing  without  these  skills.  We  in  organized  labor 
set  No.  1  priority  in  reducing  unemployment  in  South  Carolina  as 
preapprenticeships,  the  only  road  to  travel  for  targeted  disadvan- 
taged under  any  title  of  CETA.  No  realistic  guidance  is  coming 
from  the  source  of  Federal  funds,  CETA.  This  is  the  heart  of  the 
problem,  quality  of  administration,  not  just  cost. 

There  is  confusion  and  an  overlapping  of  programs  for  target 
groups,  so  confusing  that  employers  are  reluctant  to  be  involved.  It 
also  appears  that  there  is  no  master  list  of  participating  companies 
or  participants  in  order  to  prevent  double-dipping  by  both.  Between 
20  to  25  percent  of  CETA  funds  are  not  used  during  the  fiscal  year. 
Why?  There  is  no  need  for  research. 

The  need  is  preapprentice.  And  there  is  not  one  preapprentice- 
ship program  in  South  Carolina  today  being  funded  by  CETA. 
Why?  We  have  no  labor  representation  on  the  initial  planning 
process  so  that  we  may  communicate  our  No.  1  priority,  no  proper- 
ly designated  labor  representative  on  the  private  industry  council, 
one  with  an  apprenticing  background  to  communicate  our  priority, 
no  labor  representation  on  the  various  boards  and  councils  around 
the  State  to  communicate  our  priority,  a  direct  violation  of  the 
Federal  regulations. 

Our  State  AFL-CIO  has  operated  a  low-budget  program  to  link 
labor  and  preapprenticeship  activities  to  CETA.  We  had  training 
seminars  for  labor  representatives  involving  our  skilled  workers. 
We  wrote  many  letters  to  CETA  administrators,  from  directors  to 
chairmen  to  deputies,  to  coordinators.  No  response.  No  communica- 
tion. Only  inactivity. 

There  are  preapprenticeship  programs  operating  successfully 
over  the  country.  On  September  10,  our  coordinator,  Mr.  Barnwell, 
took  CETA  personnel  Mr.  Ford  and  Mr.  Landrum  to  view  the 
Memphis,  Tenn.,  program  which  has  a  highly  successful  rate  of 
participants  going  into  full  employment.  No  feedback.  Birmingham, 
Ala.,  has  another  approach,  and  we  suggested  in  a  letter  of  October 
8  that  other  CETA  personnel  view  it.  No  response  to  our  letter. 

Are  they  afraid  of  us  because  we  are  organized  labor?  Our  CETA 
contract  includes  the  regulations  forbidding  organizing  through 
CETA.  Our  own  constitution  forbids  any  organizing  activities.  The 
right  to  organize  rests  in  the  individual  unions,  not  in  State  feder- 
ations. This  right  is  guaranteed  by  law.  It  has  nothing  to  do  with 
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CETA  and  it  is  outside  the  province  of  this  CETA  administration  to 
base  any  action,  or  in  this  case  inaction,  on  such  considerations. 

Here  is  a  Federal  program  with  time  Umits  on  budget.  Here  is  a 
State  with  a  crying  need  for  preapprenticeship.  Here  we  are  with 
the  expertise,  being  put  on  hold  while  time  passes.  Why  this  delay? 
Inertia,  disorganization,  an  appalling  turnover  among  top  CETA 
personnel  has  resulted  in  a  brain  drain  which  calls  for  investiga- 
tion. 

We  of  the  South  Carolina  AFL-CIO  had  to  lend  money  to  our 
CETA  programs  for  the  salaries  of  our  CETA  staff  just  to  maintain 
the  linkage  to  preapprenticeship.  Meanwhile,  we  are  aware  of  a 
private  consulting  agency  based  in  North  Carolina  being  awarded 
Charleston  County's  major  funding,  as  private  agencies  all  over  the 
State  are  awarded  big  fees  for  servicing  contracts  that  can  be  easily 
handled  by  our  Employment  Security  Commission. 

In  summary,  gentlemen,  when  and  if  CETA  ever  gets  around  to 
the  reality  of  preapprenticing,  the  Sun  may  be  setting  on  a  pro- 
gram just  beginning  to  fulfill  the  purpose  of  the  law. 

I  thank  you. 

Mr.  Derrick.  Mr.  Chairman. 

Mr.  BoLLiNG.  I  would  like  to  understand  this  better,  and  I  hope 
you  will  go  ahead  and  pose  some  questions  as  I  will.  But  in  the 
meantime,  I  am  utterly  confused,  not  by  the  statement,  which  is 
clear,  but  by  what  is  going  on. 

Mr.  Derrick.  Thank  you,  Mr.  Chairman.  And  Mr.  Johnson,  I 
thank  you  for  your  statement.  It  indicates  some  problems  that  I 
don't  think  I  was  aware  of.  I  would  say  that  I  think  one  of  the 
national  disgraces  is  the  unemployment  rate  of  our  young  people, 
particularly,  our  minority  youth.  The  last  figure  I  saw  for  the 
minority  youth  unemployment  rate  was  something  like  40  percent 
nationwide.  I  would  hope  and  suspect  that  it  is  not  that  high  in 
South  Carolina  because  we  generally  have  a  rather  low  unemploy- 
ment rate,  one  of  the  lowest  in  the  Nation. 

Yet,  I  am  sure  it  is  sufficiently  high;  and,  of  course,  that  doesn't 
measure  the  underemployed,  which  is  a  real  problem  and  some- 
thing I  think  you  have  been  addressing  your  remarks  particularly 
to  this  afternoon. 

As  I  understand  it,  we  have  no  preapprenticeship  programs  in 
South  Carolina;  is  that  correct? 

Mr.  Johnson.  That  is  correct. 

Mr.  Derrick.  None  at  all? 

Mr.  Johnson.  None  whatsoever. 

Mr.  Derrick.  Well,  what  is  the  extent  of  the  AFL-CIO's  efforts 
to  establish  these  programs?  What  are  you  doing,  or  what  can  you 
point  to  that  you  are  doing? 

Mr.  Johnson.  Yes,  sir,  Congressman.  The  South  Carolina  AFL- 
CIO  Appalachian  Council  sent  a  proposal  to  the  CETA  division  on 
October  10  along  with  the  preapprenticeship  program  idea,  which 
if  funded  would  enable  200  people  in  South  Carolina  to  go  directly 
into  an  OJT  training  project.  To  this  date,  we  have  not  had 
any 

Mr.  Rolling.  May  I  interrupt  and  ask  where  was  that  letter 
sent?  To  what  level  of  CETA,  CETA  here  in  South  Carolina  or 

Mr.  Johnson.  Yes,  CETA  here  in  the  State  of  South  Carolina. 
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Mr.  BoLLiNG.  How  is  that  organized  in  the  State?  I  am  just 
asking  somebody.  Is  it  at  the  State  level? 

Mr.  Derrick.  It's  at  the  State  level,  yes,  down  through  the 
county  units. 

Mr.  BoLLiNG.  I  see;  and  you  have  not  received  a  reply? 

Mr.  Johnson.  I  had  one  conversation  with  the  director  which 
was  very  short,  and  I  got  a  very  negative  response  from  the  direc- 
tor. 

Mr.  Derrick.  Do  you  have  a  copy  of  that  letter  with  you? 

Mr.  Johnson.  It  was  not  a  letter.  It  was  a  proposal. 

Mr.  Derrick.  The  reply  that  you  received,  do  you  have  that?  I 
am  trying  to  determine  something  I  might  do  to  facilitate  getting 
something  done  about  it.  I  don't  know  what  the  final  outcome  will 
be,  but  you  should  at  least  receive  some  reasonable  answer  if  you 
don't  feel  you  have  received  one. 

Mr.  Johnson.  We  have  written  letters.  Congressman  Derrick,  to 
the  CETA  division  asking  them  to  view  programs  that  are  success- 
ful. From  the  correspondence  we  have  sent,  we  have  received  no 
reply.  The  program  that  I  specifically  mentioned  is  a  program  in 
which  you  draw  up  a  proposal  in  a  form  provided  for  that  purpose 
and  submit  it  to  the  division  for  their  scrutiny. 

Mr.  BoLLiNG.  You  have  submitted  such  a  proposal,  and  you  have 
had  some  conversation,  but  you  don't  have  a  written  reply? 

Mr.  Johnson.  No,  I  do  not. 

Mr.  Derrick.  How  long  ago  was  this  proposal? 

Mr.  Johnson.  This  proposal  was  submitted  on  October  10. 

Mr.  Derrick.  Well,  let  me  talk  to  you  after  we  get  through  here 
and  see  if  we  can  get  some  information  and  I  can  give  you  some 
help.  I  was  going  to  ask  you  what  you  were  doing  in  working  with 
CETA  to  get  some  of  these  programs  started  because  this  is  a  great 
need  for  the  underemployed  and  the  unskilled  to  work.  I  guess  you 
have  answered  that  for  me  in  that  you  have  made  attempts  but 
have  received  no  encouragement.  Is  that  correct? 

Mr.  Johnson.  That  is  correct. 

Mr.  Derrick.  Mr.  Johnson,  we  thank  you  for  your  statement.  If 
you  will  give  me  a  copy  of  that  application,  I  will  see  if  I  can't  get 
you  an  answer. 

Mr.  Johnson.  Thank  you.  Congressman.  We  will  certainly  ap- 
preciate that. 

Mr.   Derrick.   And   if  I  can't  do  it,   I   know   Mr.   Boiling  can. 

Mr.  BoLLiNG.  I  will  be  glad  to  help. 

Mr.  Johnson.   Thank  you. 

[Testimony  resumes  on  p.  1223.] 

[A  supplemental  statement,  with  attachments,  submitted  by  Mr. 
Johnson  follows:] 
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Supplemental  Statement  by  James  A.  Johnson, 
President,  South  Carolina  AFL-CIO 


November  14,  1979 


The  Honorable  Butler  Derrick 
The  House  of  Representatives 
133  Cannon  House  Office  Building 
Washington,  D.  C.  20515 


s 


Dear  Mister  Derrick: 

Thank  you  for  your  consideration  of  us  and  for  your  interest. 

My  address  to  the  House  Rules  Conunittee  at  the  November  12  Hearing  is  attached, 
and  serves  to  describe  our  exasperation.  The  other  documents  illustrate  our  dis- 
illusioning experience  with  the  South  Carolina  CETA  Consortium.  Most  noticeable 
should  be  the  lack  of  communication  to  a  new  contractor  who  groped  for  guidance 
and  learned  everything  the  hard  way;  indeed,  even  without  verbal  guidance. 
Never  a  comment  of  any  kind  whatsoever  on  progress  reports,  conferences,  seminars, 
on  effectiveness  of  delivery.  Our  August  11  seminar  resulted  in  such  a  demonstra- 
tion of  suspicion  and  mistrust  because  CETA  informed  us  that  there  was  only  one 
State  Employment  and  Training  Council  (SETC)  and  only  one  Private  Industry  Council 
(PIC)  in  the  entire  state.  We  passed  this  on  to  our  members  who  arrived  at  the  semi 
with  the  knowledge  of  the  existence  of  other  councils.   (The  Charleston  group 
cited  a  CETA  meeting  the  previous  day  in  Charleston.)   Indeed,  our  coordinator, 
Mr.  Barnwell,  had  to  allay  their  fears  and  shield  the  CETA  staff  from  the  ferocity 
of  their  frustration.  However,  no  subsequent  attempt  on  their  part  to  explain  the 
councils  which  existence  was  denied  while  their  members  were  convening. 

We  liave  no  labor  representation  in  the  initial  planning  process.  No  properly  desig 
nated  labor  representative  on  the  PIC.  No  labor  representation  on  the  boards  and 
councils  around  the  state.   Direct  violations  of  the  federal  regulations. 
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While  we  are  mindful  of  the  need  for  objective  evaluation  of  proposals,  we  question  -o 
the  decision-making  process  because  our  AFL-CIO  Appalachian  Council  proposal  (in  ;2 
response  to  a  request  for  proposal,  RFP  79-109  )  for  200  participants  in  an  OJT/  "" 
pre-apprenticeship  program,  in  particular,  because  it  is  submitted  by  an  agency  with^ 


a  history  of  effective  delivery.  Thus,  we  know  that,  whatever  the  drawback,  it 
cannot  be  fundamental  and  we  should  appreciate  some  analysis  before  rejection. 
Mr.  William  Whitney,  S.  C.  CETA  Director,  (in  a  casual  encounter  at  the  October  25 
meeting  of  the  SETC)  demeaned  the  proposal  mentioning  "unfavorable  preliminaries" 
but  was  unwilling  to  specify,  begging  the  need  for  more  study.   We  are  geared  up 
to  start  that  program  December  1  and  we  still  have  not  heard. 
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An  earlier  proposal  (in  response  to  RFP  79-104)  was  based  somewhat  on  our  former 
contract  with  CETA.   That  program  was  charged  to  link  organized  labor,  the  Bureau 
of  Apprenticeship  and  Training  and  the  S.C.  CETA.   It  lasted  from  May  21  to  Sept.  30 
and  we  were  forced  twice  in  that  time  to  lend  it  funds.   Now  they  are  operating  under 
a  sixty-day  "letter"  contract  which  required  a  third  loan  from  us.   There  remained 
$609  in  the  account  of  the  expired  contract  and  we  were  told  to  use  these  funds  in 
the  letter  of  credit  period.   Uneasily  we  comply,  without  written  instruction, 
even  on  a  fiscal  matter  involving  regulations  mandating  other  disposition. 
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The  Director  of  S.C.  CETA,  himself,  instructed  our  Mr.  Barnwell  to  remove  himself 
from  the  SETC,  citing  such  membership  as  a  violation  of  the  regulations.  This  was 
reiterated  by  Ms.  Davis,  CETA  Coordinator  for  our  program.   And  so,  Mr.  Barnwell 
resigned  the  seat  he  has  held  since  September  1977.   Later,  we  learned  that  there 
was  no  violation  involved.  Why  were  we  so  decidedly  instructed? 

3 
Consortium  planner  Mr.  Gary  McMahan  solicited  our  questions  on  grant  applications 

to  the  Department  of  Labor.  We  acquainted  ourselves  with  the  mass  of  information 
and  conferred  with  Mr.  McMahan  to  complete  our  background.   Shortly  after,  Mr. 
Barnwell  was  subjected  to  a  reprimand  and  was  told,  in  essence,  not  to  ask  for  in- 
formation that  didn't  concern  us  and  that  we  should  stick  to  purblic  relations,  al- 
though our  public  relations  are  excellent  which  is  wholly  irrelevant.  We  only 
inquired  about  information  in  the  public  domain,  which  we  presumed  to  be  disclosable 
under  the  Freedom  of  Information  Act. 

At  our  September  convention,  Mr.  Ishmael  Holley,  Deputy  Director  SC.  CETA,  explained 
the  Titles  to  the  three  hundred  fifty  delegates  in  the  audience.  He  began  with  the 
plea  that  any  criticism  of  CETA  should  be  brought  to  the  attention  of  the  CETA  adminis- 
tration before  anyone  else.  Then  he  launched  into  a  description  of  the  various  Titles 
drawing  special  attention  to  Title  II  .  uperadine  and  retraining,  as  well  as  the 
Displaced  Homemakers  program  under  itle  III.  These  were  absorbed  very  deeply  by 
the  audience.  Please  note  Mr.  Holley' s  October  25th  letter  wherein  he  announces  the 
cloture  of  bids.   That  we  were  omitted  was  deliberate.   This  request  came  to  light 
because  we  were  force  to  inquire  after  a  missing  RFP  number.  This  is  not  to  be 
confused  with  the  funds  that  are  allocated  without  bids  ,  i.e.,  to  previously  proven 
effective  deliverers  (most  of  Title  II). 

At  the  same  convention,  delegates  of  the  International  Woodworkers  of  America  com- 
plained that  their  employer,  the  Koppers  Company,  had  a  training  program  funded  by 
CETA  without  their  knowledge.   Koppers  has  a  collective  bargaining  agreement  with 
Local  5-77  IWA  and  did  not  consult  with  the  union  which,  of  course,  could  not  concur. 
We  hesitated  to  inquire  of  S.C.  CETA  due  to  the  previous  reprimand  and  lest  we 
jeopardize  the  already  shaky  decision-making  process  on  our  proposals  but  we  promised 
future  inquiry. 

The  September  10  Memphis  trip  to  view  the  OJT/pre-apprenticeship  pfogram  with  CETA 
personnel,  Mr.  Ford  and  Mr.  Landreth,  received  favorable  response.   Assuming  their 
favorable  reaction  would  stimulate  response  from  Mr.  Whitney,  we  completed  arrange- 
ments to  tour  the  Birmingham  program.  To  date,  no  comment  of  any  kind  on  the 
Memphis  trip  or  letter  sent  on  the  Birmingham  program. 

My  tenure  on  the  SETC  has  proven  to  me  that  our  bewilderment  is  not  isolated. 

It  took  considerable  concern  on  our  part  to  define  the  poor  quality  of  our  CETA 
Consortium  and  we  did  so  as  a  public  service.  The  disadvantaged  deserve  competence 
in  execution  and  the  taxpayer  deserves  genuine  effort  in  the  service  of  the  programs 
he  so  amply  funds. 

Yours  truly, 

aAfs  A.  Johnson,  P>^s).dent 

jd 
enc 

(Footnote  references  refer  to  following  articles.) 
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[Abticle  No.  2] 


AFL-CIO 


1018  Kanawha  BWd.,  Suite  901      Charleston,  W.  Va.  25301      304  342-4138 


OPiRATION    MANPOWn 


RICHARD  L    WILKES 

CXeCUTIVE    DIRECTOR 


EXtCUTIVE  COMMITTEE 


Chtirm*n 

JOSEPH  W    POWELL 
Wtlt  Virginia 
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HAIRY  BOVEIt 
PtitMSylvanU 

S«C«ttary-TrrJiiirar 
■AKNEr  WEEKS 
AI>Uma 

MIIAH  MAMM 
Otto 

JUIUN  r.  CAKPEIt 

VIrgliU 

DOMINIC  N     POKNAIIO 
Mcnnantf— D.C. 

GENERAL  BOARD 

WIIIUK  HOttr 
North  Cartrfliu 

MATTHEW  ITNCH 


HIUHT  H.  MAHr 
GMrflla 


LIONADD  "SCOTTIl"  SMITH 
Kanhiclijr 


JAMES  JOHNSON 
SsitHi  Carelliia 


CLAUDE  KAMSAT 
Mluiuippt 


October  8,  1979 


Ms.  Gaye  Spencer 
Office  of  the  Governor 
CETA  Division 
1800  St.  .Julian  Place 
Columbia,  South  Carolina 

Dear  Ms.  Spencer: 
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Enclosed  are  five  (5)  copies  of  a  training  proposal  for  two 
hundred  (200)  multi-occupational  training  slots. 

This  proposal  is  for  a  twelve  (12)  months  period  that  is  to 
begin  no  later  than  December  1,  1979  through  November  30,  1980. 
This  proposal  is  submitted  for  consideration  of  1980  budget 
funds  under  CETA  Title  IIB,  Services  for  the  Economically 
Disadvantaged  and  Title  IV-A-  Subpart  3,  Youth  Employment  S 
Training. 

If  additional  information  Is  needed,  please  feel  free  to  con- 
tact this  office. 

Resjifi£tf(i;11y  subgn^ttpdlj^^^' 

RICHARD  L.  WILKES 
Executive  Director 

RLW/cst 

opeiu  67,  afl-cio 

Enclosures 
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AFL-CIO  APPALACHIAN  COUNCIL,  INC.  -  SOUTH  CAROLINA,  AFL-CIO 
"OPERATION  MANPOWER" 


A  MANPOWER  RECRUITMENT,  TRAINING  &  PLACEMENT 
PROPOSAL  TO:  R.F.P.  79-109 

SUBMITTED  TO: 

MS.  GAVE  SPENCER 

OFFICE  OF  THE  GOVERNOR 

CETA  DIVISION 

1800  ST.  JULIAN  PLACE 

COLUMBIA.  SOUTH  CAROLINA  29204 


FOR  FUNDING  CONSIDERATION  UNDER 

THE  COMPREHENSIVE  EMPLOYMENT  AND  TRAINING  ACT  OF  1973, 

AS  AMENDED  1978 


BY 

AFL-CIO  APPALACHIAN  COUNCIL,  INC. 

1018  Kanawha  Boulevard  East,  Suite  901 

Charleston,  West  Virginia   25301 


OCTOBER  8,  1979 
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Pabt  I — Scope  of  Wobk 

PROPOSAL  BID  TO  RFP-79-109 


PART  I  -  SCOPE  OF  WORK 

A.  Proposal 

This  is  a  multi-occupational ,  on-the-job  training  (OJT)  program 
proposal  exploring  methods  of  dealing  with  structural  unemployment 
problems  of  targeted  groups  as  specified  under  CETA  Titles  II-B, 
Services  for  the  Economically  Disadvantaged  and  IV-A.  Subpart  3, 
Youth  Employment  and  Training  Programs  as  amended  October,  1978. 
The  Contract  Proposal  will  cover  development  of  OJT  subcontracts 
and  associated  activities  for  two  hundred  (200)  eligible  participants 
over  a  period  of  twelve  (12)  months,  beginning  not  later  than 
December  1,  1979  to  November  30,  1980. 

B.  Objectives 

This  proposed  OJT  program  for  two  hundred  (200)  participants  will: 

1.  provide  participants  job  skills  and  technical  knowledge, 
as  well  as,  develop  proper  work  habits  and  attitudes  in 
order  to  upgrade  the  participants'  occupational  levels. 
Training  will  be  in  entry-level  positions  with  possible 
advancement  opportunities. 

2.  assist  the  participants  to  obtain  sufficient  skills  in  the 
occupations  for  which  they  are  being  trained  to  advance 

or  to  be  placed  in  apprenticeship  programs  on  completion 
of  the  on-the-job  training. 

3.  provide  enough  industrial  experience  to  make  participants 
more  employable,  providing  they  do  not  pursue  apprentice- 
ship training. 
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The  main  goal  is  to  place  the  two  hundred  (200)  participants  in  on- 
the-job  training  slots  with  related  training  and  services  as  needed 
that  will  lead,  finally,  to  placement  into  unsubsidized  employment. 
The  beginning  wages($3.00-$5.00  per  hour)  are  good  and  opportunities 
for  further  development  are  available  so  that  participants  will  not 
be  trained  for  dead-end  jobs. 

Recruitment  Activities 

Usually,  recruitment  of  eligible  CETA  participants  is  done  through 
tllfe  various  state  and/or  local  employment  security  offices,  however, 
participant  referrals  may  be  made  by  eligible  Prime  Sponsors  of  CETA 
programs,  employers,  unions,  or  by  private  community  based  organizations 
or  interested  parties.  Linkages  will  be  maintained  continually.  At 
times  or  when  necessary,  the  AFL-CIO  Appalachian  Council  and/or  the 
South  Carolina  AFL-CIO  may  publicize  the  program  through  their  various 
news  letters  and  periodicals  or  other  affiliated  contacts.  Recruitment 
will  be  from  those  individuals  as  certified  eligible  by  Council  staff 
from  CETA-I  Forms  in  terms  of  income,  employment  status,  age,  etc. 

Eligibility  Determination 

Eligibility  determination  will  be  done  by  the  AFL-CIO  Appalachian 
Council  Staff.  This  determination  will  be  in  accordance  with  the 
eligibility  criteria  for  CETA  Title  II-B,  Services  for  the  Economically 
Disadvantaged  and/or  Title  IV-A.  Subpart  3,  Youth  Employment  and 
Training  Programs,  (YETP).  CETA  I  Forms-Characteristics  of  Trainee 
will  be  used  to  determine  eligibility. 
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General  qualifications  for  eligibility  for  program  participation 
include  the  following: 

1.  Under  Title  II-B  of  the  Act,  a  person  shall  be,  at  the 
time  of  application: 

(a)  economically  disadvantaged 

(b)  unemployed,  underemployed  or  in  school 

2.  Under  Title  IV,  Part  A,  Subpart  3,  Youth  Employment  and 
Training  Programs,  a  participant  must  be  at  the  time  of 
appl ication: 

(a)  unemployed,  underemployed  or  in  school 

(b)  18-21  years  of  age 

(c)  a  member  of  a  family  with  a  total  income  at  or 
below  85%  of  the  lower  living  standard  of  in- 

,     come  level 

(Preference  will  be  given  to  economically  disadvantaged 
youth  within  the  eligible  youth  population.) 

E.  Targeted  Groups  to  be  Served 

The  thrust  of  the  program  will  be  toward  the  following  targeted 

groups: 

1.  Title  II-B  (Economicallly  Disadvantaged) 


Minorities 

70% 

Veterans 

10% 

AFDC  Rec. 

15% 

Females 

50% 

Youth  16-21 

25% 

Handicapped 

5% 

Title  IV-A, 

Subpart  ; 

Minorities 

70% 

Veterans 

-0- 

AFDC  Rec. 

15% 

Females 

50% 

Youth  18-21 

100% 

Handicapped 

2% 
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F.  Selection 

The  cooperating  employers  may  make  the  final  selection  from  eligible 
applicants  referred  based  on  suitability.  If  employers  do  not  select 
the  eligible  applicant, the  contractor  has  the  responsibility  to  seek 
alternate  training  or  job  placement.  Through  these  approaches  varied 
segments  of  the  population  will  be  served.  Particular  emphasis  will 
be  placed  on  minorities,  women,  A.F.D.C.  recipients,  youth  as  indicated 
by  targeted  groups.  Title  II-B  and  Title  IV-A,  Subpart  3. 

G.  Eligibility  Verification  Procedures 

1.  'Council  staff  will  certify  eligibility  of  participants  by 

and  from  CETA-I  Forms  and  require  participants  to  sign  a 
vertification  of  his/her  work  history. 

2.  A  review  of  all  enrollees  will  be  performed  within  30  days 
after  enrollment  to  ensure  that  eligibility  criteria  have 
been  met. 

H.  Enrollment 

Two  hundred  (200)  participants  will  be  enrolled  into  O.J.T.  during 
the  contract  period.  Enrollment  of  applicants  into  O.J.T.  slots  will 
occur  as  subcontracts  are  developed  with  cooperating  employers. 
Enrollment  will  follow  the  Program  Intake  schedule  as  closely  as 
possible. 

Participant  enrollment  or  placement  will  be  by  the  AFL-CIO  Appalachian 
Council  Staff  in  South  Carolina.  This  staff  will  develop  individual 
training  subcontracts  with,  primarily,  those  companies  with  whom 
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bargaining  agreements  exist  and/or  with  cooperating  employers  for 
specific  needs.  Participants  will  be  placed  according  to  his/her 
interests  or  abilities  and  various  levels  of  competency.  All 
efforts  to  procure  subcontracts  are  operated  within  the  scope  of 
the  U.  S.  Department  of  Labor  guidelines  in  relation  to  CETA, 
to  O.S.H.A.  and  listing  of  job  vacancies  as  provided  by  41-CFR-50-250. 

I.  Employabil  ity  Plan 

Once  the  cooperating  employer  and  the  field  coordinator  have  reached 
a  basic  agreement,  an  employabil ity  plan  to  meet  the  special  needs 
wiir^be  designed.  All  details  of  this  training  plan  must  be  spelled 
out  in  each  subcontract.  Once  structured  to  the  employer's  and  the 
Council's  satisfaction,  the  subcontract  may  be  authorized  and  training 
may  begin. 

The  Employabil ity  Plan  or  training  design  may  consist  of  one  or  more 
of  the  following  components:  on-the-job  training,  related  classroom 
training  and/or  special  trainee  services.  The  length  of  training  will 
vary  according  to  job  requirements  and  participant  needs. 

1.  On-the-Job  Training  .in  simplest  form,  is  learning  by  doing.  No 
formal  training  is  more  important  than  direct  participation 
and  work  experience  gained  by  working  with  other  employees 
under  competent  supervision.  By  actual  participation  in  job 
projects,  trainees  develop  manipulative  skills  and  grasp  basic 
job  requirements.  This  job  orientation  or  "hands  on"  approach 
stimulates  the  initiative  to  excel.  Wages  earned  while  learning 
serve  as  another  incentive  to  successful  performance  in  a  given 
occupation.  No  better  way  has  been  found  to  develop  proper  work 
habits  and  skills. 

2.  Related  Training  for  participants  placed  in  job  training  slots, 
it  may  be  necessary  to  supplement  the  O.J.T.  with  appropriate 
classroom  instructions  such  as  blue  print  reading  or  applied 
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mathematics.  This  may  be  done  on  the  site  or  in  an  outside 
facility.   In  cases  where  the  skills  or  machines  are  more 
complicated  and  participants  are  inexperienced,  a  special 
section  of  the  plant  may  be  set  aside  where  participants 
may  receive  techincal  instructions  and  supervised  practice 
on  the  actual  machines  they  will  be  operating. 

3.  Special  Trainee  Services  including  outreach  recruiting  may  be 
necessary  for  participants  who  require  assistance  in  entering 
the  program  or  in  order  to  advance.  Along  with  job  respon- 
sibilities the  participants  may  have  serious  problems  of 
adjustments  related  to  poor  work  habits,  transportation 
problems,  physical  handicaps,  garnishments  or  other  personal 
dilemmas.  A  person  with  special  sensitivity  may  be  asked 
to  work  with  that  person.  If  so,  the  employer  may  be  reim- 
bursed for  allowable  expenses.  The  Special  Trainee  Services 
can  be  one  of  the  most  significant  parts  of  the  program  for 
those  who  have  never  before  encountered  a  work  situation. 
'^  An  understanding  of  good  work  habits  such  as;  proper  atten- 
*  dance,  promptness,  appropriate  means  of  communication  with 
other  employees  and  supervisors,  special  standards  of  behavior 
and  performance  expected  by  employers  will  be  taught  by  instruc- 
tors who  are  chosen  for  their  particular  ability  and  background. 

The  period  of  training  (4  -  26  weeks)  under  all  subcontracts  will  be 

determined  by  the  requirements  generally  needed  for  acquisition  of 

skills  of  the  position  within  a  particular  occupation.  Negotiated 

cost-reimbursement  forms  including  the  backup  explanations  of 

training  objectives,  methodology  and  cost  factors  will  be  completed 

for  each  subcontract  developed. 

J.  On-the-job  Subcontract  Agreements 

Negotiated  cost  reimbursement  training  subcontracts  will  be  negotiated 
between  employers  and  contractor.  Subcontractors  will  be  held  responsible 
in  accordance  with  provisions  of  these  OJT  agreements. 
These  agreements  shall  contain: 

1.  a  brief  outline,  including  length  of  training  and  the  nature 
of  training 

2.  the  method  of  reimbursement  for  training 

3.  the  number  of  participants 
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4.  a  job  description  and  participant  wage  rate 

5.  reporting  requirements 

6.  a  requirement  that  employers  keep  participant  attendance, 
payroll  records,  time  &  attendance  records,  and  duties 
statement  that  employer  will  maintain  all  necessary  records 

7.  a  termination  clause  for  non-performance 

8.  an  assurance  clause  that  the  employer  will  comply  with  the 
Act  and  the  Regulations. 

K.  Participant  Intake  Narrative  (Planned  Enrollment) 

The  Council  staff  estimates  that  it  can  develop  OJT  slots  for  a  total 

of  200  trainees  and  place  them  in  jobs  according  to  the  12-month 

schedule. 

The  first  on-the-job  placement  will  begin  about  the  second  month  of 
operations.  It  is  estimated  that  by  that  time  the  project  should 
have  developed  at  least  two  subcontracts  for  a  total  of  twenty  (20) 
job  openings.  All  twenty  slots  should  be  filled  during  the  second 
month. 

During  the  third  month  of  operations  the  project  should  develop  two 
additional  subcontracts  for  an  accumulated  total  of  forty  (40)  partici- 
pants. Based  on  past  experience  approximately  four  (4),  or  10%,  will 
terminate  during  this  period. 

During  the  fourth  month  due  to  additional  duties  of  monitoring  programs, 
only  four  (4)  subcontracts  for  job  openings  will  be  developed  for  an 
additional  40  participants, making  an  accumulated  total  of  eighty  (80) 
participant  openings.  Attempts  will  be  made  to  replace  the  terminated 
participants  of  the  first  four  months  of  operations.  A  few  additional 
terminations  will  take  place  during  this  period. 
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During  the  fifth  month,  two  or  three  subcontracts  will  be  developed 
for  an  additional  50  participants  or  an  accumulated  total  of  130 
openings.  During  the  sixth  and  seventh  months  subcontracts  will  be 
developed  for  the  remaining  70  participants  for  an  accumulated  total 
of  200  trainees. 
L.  Monthly  Intake-Enrollment  Schedule 

MONTHS  AFTER  SIGNING  CONTRACT       TRAINEES  UNDER  CONTRACT 

1  -0- 

2  20 

3  20 

4  40 

5  50 
".                   6  40 

7  30 

8  -0- 

9  -0- 

10  -0- 

11  -0- 

12  -0- 

TOTAL     200 

M.  Program  Outcomes  &  Expected  Results 

These  are  the  expected  minimum  program  outcomes; 

Completion  of  training  by  original  employer    -  140  trainees 

Total  entering  employment  -  160  trainees 

Total  positive  terminations  -  170  trainees 

(including  those  entering  employment) 

Total  non-positive  terminations  -  30  trainees 

Total  other  positive  terminations  -  10  trainees 

In  both  human  and  economic  terms,  employment  is  one  of  life's  most 

rewarding  experiences.  To  know  that  one  has  a  marketable  skill  or 

to  be  secure  in  a  good  job  offers  opportunity  for  pride  in  human 

achievement,  for  growth  and  for  a  sense  of  personal  usefulness. 
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It  also  provides  the  welcome  security  of  an  adequate  income.  These 
rewards  flow  naturally  from  good  and  proper  training  efforts.  There- 
fore, to  be  considered  successful,  projects  must  provide  meaningful 
occupational  training  and  work  experiences  leading  to  permanent 
employment. 

Of  the  expected  tangible  results  measured  against  stated  objectives, 
200  diversified  individuals  will  be  placed  in  productive  employment. 
The  program  will  provide  job  skills  and  technical  knowledge,  as  well 
as,  develop  proper  work  habits  and  attitudes  in  preparation  for 
employment.  Many  will  be  returned  to  productive  work  from  long  lines 
of  unemployment  or  welfare.  The  dignity  of  self-support  through  work 
is  restored,  along  with  the  very  tangible  fact  that  the  participant 
becomes  a  revenue  producer  for  state  and/or  national  governments. 
Too,  the  purchasing  power  placed  into  the  hands  of  the  poor  provides 
business  and  industry  incentives  to  train  for  services  rendered  rather 
than  for  a  moral  commitment  to  indigent  people. 

It  is  difficult  to  measure  social  change.  One  of  the  most  important 
criteria  is  what  is  happening  to  people  who  belong  to  the  groups  in 
the  change,  their  involvement  and  participation  increases  and  their 
values  change.  Less  vital,  but  yet  important,  are  measures  of  concrete 
change  in  economic  positions,  in  educational  levels  and  in  political 
influence.  Another  criterion  is  the  way  in  which  other  groups  in  the 
society  regard  the  group  undergoing  changes.  Therefore,  not  only  must 
these  programs  provide  training;  they  must  have  social  impact  on  people. 
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N.     Affirmative  Action  (Policy  Statement) 

The  elimination  of  any  and  all  discriminatory  practices  in  employment 
is  a  basic  philosophy  of  the  labor  movement.  Title  VII,  the  equal 
opportunity  title  of  the  1964  Equal  Rights  Act,  was  included  largely 
as  a  result  of  the  AFL-CIO  and  other  labor  unions'  insistence  that 
federal  legislation  was  needed  to  eliminate  any  indication  of  such 
practices  on  the  basis  of  race,  color,  religion,  sex  or  national  origin. 
In  fact,  labor  unions  have  always  led  the  fight  for  equal  employment 
opportunities. 

The  AFL-CIO  Appalachian  Council,  as  a  contractor  for  the  implementation 
of  the  Comprehensive  Employment  and  Training  Act  programs,  is  fully 
committed  to  Affirmative  Action  and  Equal  Employment  Opportunity.  It  is 
and  has  been  the  policy  of  this  Council  from  its  beginning  to  ensure 
that  all  employment  practices  are  administered  without  regard  to  race, 
creed,  color,  national  origin,  sex,  age,  handicap,  or  political/ 
religious  affiliation.  Further,  affirmative  actions  are  taken  to 
provide  equal  opportunity  among  present  staff  and  those  who  apply 
for  positions  within  the  Council  staff  in  terms  of  training,  promotion, 
salary  and  all  other  aspects  of  employment. 

The  AFL-CIO  Appalachian  Council  reaffirms  this  commitment  to  equal 
employment  opportunities  within  the  context  of  overall  trade  union 
objectives,  to  oppose  discrimination,  to  seek  economic  security  for 
all  workers,  and  to  take  affirmative  action  whenever  discrimination 
exists. 
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Consistent  with  the  Council's  policy  of  equal  opportunity  and  to 
further  the  implementation  of  this  policy,  subcontractors  must 
implement  Affirmative  Action  procedures  to  ensure  conformity  to 
full  and  equal  employment  opportunity  for  program  participants. 

Statement  of  General  Employment  Policies 

The  general  employment  policies  governing  the  operation  and  function 
of  this  Council  shall  be,  in  addition  to  the  Council's  basic  philosophy, 
those  established  under: 

(1)  The  Comprehensive  Employment  and  Training  Act,  P.L.  93-023 
and  CETA  Amendments  of  1978  PL-524. 

(2)  Title  VI  of  the  Civil  Rights  Act  of  1964  and  Title  VII 
of  the  Civil  Rights  Act  of  1954,  as  amended  by  the  Equal 
Opportunity  Act  of  1972. 

(3)  Rehabilitation  Act  of  1973. 

(4)  Age  Discrimination  in  Employment  Act  of  1967,  P.L.  90-202, 
as  amended  by  the  Fair  Labor  Standards  Amendments  of  1974, 
P.L.  93-259. 

(5)  Executive  Order  11246,  as  amended  by  Executive  Order  11375. 

(6)  Equal  Pay  Act  of  1963. 

In  connection  with  the  performance  of  any  work  under  any  contractual 
agreement,  the  AFL-CIO  Appalachian  Council  acknowledges  and  will  comply 
with  all  provisions,  rules,  regulations  and  relevant  orders  of  the 
President's  Committee  for  Equal  Employment  Opportunity. 

0.  Program  Administration 

The  AFL-CIO  Appalachian  Council  (Contractor)  will  be  responsible  for 
the  operation  and  direction  of  this  training  program.   In  addition 
to  the  administration  staff  located  in  Charleston,  West  Virginia, 
the  South  Carolina  staff  will  consist  of: 

11 
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1.  One  (1)  South  Carolina  CETA  Liaison  Coordinator 
(part-time  50%) 

2.  One  (1)  South  Carolina  CETA  Project  Coordinator 
(52  weeks  -  100%) 

3.  Two  (2)  South  Carolina  CETA  Field  Coordinators 
(52  weeks  -  100%  each) 

4.  Secretary-Bookkeeper  -  U 
(52  weeks  -  150%) 


P.  Job  Descriptions 

1.  Position:  South  Carolina  CETA  Liaison  Coordinator  (part-time  50%) 

Duties  and  Responsibilities:  The  South  Carolina  CETA  Liaison 
Coordinator  shall  be  a  fully  qualified  individual  familiar  with 
OtTA  program  activities.  He/she  shall  serve  as  a  liaison  between 
the  South  Carolina  staff  and  the  Executive  Director  of  the  AFL-CIO 
Appalachian  Council  and/or  his  Central  Office  representative  for 
bookkeeping,  reporting,  monitoring,  etc.  In  addition,  he/she  shall 
serve  as  liaison  between  subcontractors,  field  staff  and  South 
Carolina  CETA  agencies.   He/she  will: 

a.  provide  guidance  and  assistance  to  project  and  field 
coordinators  in  establishing  and  monitoring  training 
programs 

b.  review  subcontract  proposals,  coordinators'  reports 
and  be  aware  of  status  of  programs  at  all  times 

c.  provide  any  information  needed  by  the  Charleston 
office 

d.  submit  regular  reports  to  the  Charleston  office 

e.  disseminate  information  about  the  CETA  Program  to 
labor  and  management  in  South  Carolina  (Informational) 

f.  in  general,  carry  out  project  policies  and  procedures 
developed  by  the  Contractor  and  South  Carolina  CETA 
Division  and  provide  programmatic  and  fiscal  reports 
to  the  State  Manpower  Planning  Office  as  needed. 

Supervisory  Relation:  The  South  Carolina  CETA  Liaison  Coordinator 
will  be  responsible  to  and  report  to  the  Executive  Director  of 
the  AFL-CICi  Appalachian  Council  (Contractor). 

2.  Position:  South  Carolina  CETA  Project  Coordinator  (52  weeks  -  100%) 

Duties  and  Responsibilities:  The  South  Carolina  CETA  Project 
Coordinator  will  be  responsible  for  project  development  and 
monitoring  and  will : 

12 
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a.  assist  field  coordinators  in  developing,  negotiating 
and  monitoring  job  training  projects 

b.  maintain  necessary  relations  with  state  and  local 
agencies  to  foster  training  projects  (linkages) 

c.  ensure  that  employment  security  offices,  employers, 
unions,  and  community  organizations  are  contacted 
to  recruit  trainee  participants  from  unemployed  and 
and  underemployed,  especially  minorities,  women, 
youth,  handicapped,  etc. 

d.  monitor  projects  in  progress 

e.  submit  weekly  and  monthly  reports  to  the  South  Carolina 
CETA  Liaison  Coordinator 

This  person  should  have  special  knowledge  of  industrial  and 
building  and  trades  training  needs  as  well  as  a  labor  background 
so  as  to  have  a  thorough  understanding  of  the  philosophy  and 

■  principles  of  organized  labor  and  its  educational  activities. 

•■■♦le/she  should  be  able  to  relate  well  to  both  labor  and  management. 

Supervisory  Relation:  The  South  Carolina  CETA  Project  Coordinator 
will  be  responsible  to  and  report  to  the  South  Carolina  CETA 
Liaison  Coordinator. 

3.  Position:  South  Carolina  CETA  Field  Coordinators  (2)  - 
(52  weeks  -  100%  each) 

Duties  and  Responsibilities:  The  South  Carolina  CETA  Field  Coor- 
dinators will  be  responsible  for  subcontract  development  and 
monitoring  and  will : 

a.  develop,  negotiate  and  monitor  OJT  projects 

b.  assist  the  South  Carolina  CETA  Project  Coordinator  in 
any  designated  duties 

c.  submit  weekly  and  monthly  activity  reports 

This  person(s)  should  have  thorough  knowledge  and  experience  of 
industrial  and  construction  trades  and  a  labor  background  as  he/she 
will  have  to  deal  directly  with  labor  and  management  at  all  levels. 

Supervisory  Relation:  The  South  Carolina  CETA  Field  Coordinators 
will  work  directly  with  the  South  Carolina  CETA  Project  Coordinator 
to  whom  all  reports  will  be  submitted. 

4.  Position:  Secretary-Bookkeeper  (U)  -  (52  weeks  -  150%) 

Duties  and  Responsibilities:  The  Secretary/Bookkeeper  will  be 
responsible  for: 
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a.  keeping  project  books  up  to  date,  orderly  and  complete 

b.  drafting  checks  upon  authorization  of  the  Contractor's 
Comptroller 

c.  handling  all  financial  procedures  as  designated  by 
Comptroller 

d.  assisting  in  preparation  of  all  financial  reports 

e.  handling  correspondence  as  directed,  typing,  filing 
and  answering  telephones 

Qualifications:  Preference  will  be  given  to  an  applicant  who 
has  attended  business  college  and/or  completed  clerical  and 
bookkeeping  courses  in  high  school  or  college.  The  applicant 
must  be  able  to  type  accurately  and  neatly,  have  some  prior 
experience  in  bookkeeping  and  be  familiar  with  general  accounting 
procedures. 

,  Supervisory  Relations:  The  Secretary/Bookkeeper  will  be  under  direct 
'.supervisory  control  of  the  Contractor's  Comptroller.  He/she  will 
receive  financial  procedural  guidance  from  the  Comptroller  who  will 
see  that  all  project  financial  operations  are  in  accordance  with 
federal  grant  procedures. 

Services  Provided  by  Staff 

Under  this  training  proposal  the  South  Carolina  Staff  will  be  responsible 

for: 

1.  eligibility  determination  of  program  applicants 

2.  scheduling  interviews  with  employers  for  participants 

3.  developing  training  slots  with  employers 

4.  providing  checks  on  the  participants'  progress  during  OJT 

5.  completion  of  all  programmatic  and  fiscal  forms  as  required 
by  the  South  Carolina  State  Manpower  Planning  office 

6.  follow-up  after  participants  enter  unsubsidized  employment 

7.  development  of  apprenticeship  programs  when  applicable 

8.  completion  of  all  necessary  forms 

9.  promotional  work  such  as  attending  AFL-CIO  Central  Labor 
Council  meetings  to  make  presentations  concerning  this 
training 

10.  '  promotional  work  with  employers 

11.  related  classroom  instructions 

12.  participant  terminations 

14 
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Terminations: 

No  individual  shall  be  terminated  without  written  notification. 
This  notification  shall  include  reasons  for  termination  and  a 
statement  of  participant's  attitude  and  progress.  Basically, 
the  procedure  shall  follow  the  collective  bargaining  agreements 
for  dismissal.  Efforts  shall  be  made  to  place  terminated  indi- 
viduals with  other  employment  programs. 
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Pabt  II — Pboposed  Budget 

PROPOSED 
BUDGET  SUMMARY 

Budget  Back-up  for  funding  under  Title  IIB  and  Title  IV 
Summarize  total  costs  below 

1.  Administration 


Staff  Salaries 

$42,500 

Fringe  Benefits 

10,625 

Staff  Travel 

10,368 

Equipment 

3.150 

Rent 

4,000 

Consulnables  &  Utilities 

900 

* .  Miscellaneous 
♦4 

4,963 

TOTAL 

$76,506 

Cost  Per  Enroll ee 

$382.53 

2.  Services  (Recruitment,  Eligibility  Determination,  Enrollment, 
Assessment,  Preparation  of  an  Employability  Development  Plan, 
Counseling,  Job  Development,  Job  Placement,  and  Job  Referral). 

Staff  Salaries  $50;250 

Fringe  Benefits  12,563 

Staff  Travel  17,280 

Equipment  3,150 

Rent  4,000 

Consumables  &  Utilities  900 

Miscellaneous  4,962 

TOTAL   $93,105 

3.  Training 

Reimbursement  to  the  Employer   $364,000 

TOTAL   $364,000 
Cost  Per  Enrol  lee  Served  -  $1820 

COST  ALLOCATION  -  Total  Costs    $364,000 

Administrative  $  73,252  -  13.7% 
Services  96,359  -  18.1% 
Training       364,000  -  68.2% 

17 
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BUDGET  OUTLINE 


I.  Salaries  $  92,750.00 

Liaison  Coordinator  (50%)  $12,500.00 

Project  Coordinator  22,500.00 

Field  Coordinator  (2)  39,000.00 

Secretary/Bookkeeper  (li)  18,750.00 


II. 

Fringes  (25%  x  $92,750) 

$  23,188.00 

III. 

Travel 

400  mi.  X  48  wks  =  19,200 
19,200  X  4  X  18. 5* 

Per  Diem 

2  days  x  48  wks  =  96 
96  X  4  X  $35 

$14,208.00 
$13,440.00 

$  27,648.00 

IV. 

Operating  Expenses  (3  offices) 

$  26,025.00 

Telephone 

Bonding 

Office  Supplies 

Printing,  Postage,  Reprod. 

Space  Rent  (2  offices  x  4000) 

Conference  Expense 

Equipment  (office) 

$  6,600.00 
325.00 
1,800.00 
2,000.00 
8,000.00 
1,000.00 
6,300.00 

V. 

OJT  Training 

$364,000.00 

200  X  40  hrs.  x  26  wks  x  3. 

.50 

X  50% 

TOTAL 

$533,611.00 

18 
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-aiT  ACCOUNTING  SYSTEM 

Accounting  system  will  (a)  maintain  all  records  of  personnel  and  of  all 
properties  held  in  connection  with  this  project;  (b)  maintain  accounts  and  submit 
necessary  reports;  and  (c)  advise  subcontractors  of  the  correct  procedures  for 
submitting  invoices  with  support  information  and  related  reports.  This  person 
will  be  responsible  to,  and  report  to  the  Subgrantee's  Executive  Director. 

The  Subgrantee  uses  the  double-entry  accountina  system.  Postings  are 
made  to  the  general  journal  directly  from  the  check  copies.  After  proper  classi- 
fication and  balancing  In  the  journal,  postings  are  made  to  the  general  ledger  to 
the  proper  accounts.  Generally  accepted  accounting  principles  are  applied  on  a 
consistentrfcasis  in  recording,  classifying,  purchasing  and  billing  procedures. 
All  monies  received  from  the  funding  agencies  are  deposited  immediately  In  non- 
interest  bearing  accounts. 

Only  costs  actually  incurred  (documented)  and  determined  allowable  are 
paid.  No  training  agreement  is  altered  in  any  way  without  the  consent  and  approval 
of  the  Subgrantee  in  writing.  However,  payment  is  actually  prorated  according  to 
the  number  of  hours  the  trainees  spend  in  on-the-job,  vestibule,  or  related  training, 
which  may  be  less  than  the  total  contract  amount. 

All  subcontractors  are  required  to  maintain  adequate  records  of  expenditures 
and  attendance,  performance  and  progress  of  trainees.  Such  records  shall  be  made 
available  to  the  representatives  of  the  Subgrantee  and  to  the  Prime  Sponsor  upon 
request. 

Specifically,  the  total  training  project  will  incorporate  the  following 
stages: 

1)  Staffing 

The  first  stage  of  the  project  will  involve  selecting  staff  and  training 
them  in  project  objectives  and  operation.  This  should  be  completed  the  first  month 
of  operation.  jp 
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2)  Job  Development  and  Training 

The  remaining  eleven  (11)  months  shall  be  devoted  to  developing  job 
training  slots,  placement  of  participants,  monitoring  projects,  finalizing 
programs  and  promotional  work. 
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Part  III — AFL-CIO  Appalachian  Council,  Inc.  Backqbound 

The  AFL-CIO  Appalachian  Council,  Inc.  is  a  non-profit  organization 
composed  of  twelve  (12)  State  Central  Labor  Bodies  and  their  affiliate  local 
unions.  These  states  include  Alabama,  Georgia,  Kentucky,  Maryland,  Mississippi, 
North  Carlina,  Ohio,  Pennsylvania,  South  Carolina,  Tennessee,  Virginia  and  West 
Virginia.  The  Central  Office  is  in  Charleston,  West  Virginia. 

The  Council  was  formed  in  1964  and  is  unique  in  the  American  Labor 
Movement.   Its  primary  concern  is  the  development  of  human  resources  throughout 
the  Appalachian  States.  It  has  engaged  actively  in  job  development  and  training 
since  1966  through  national  contracts  with  the  U.S.  Department  of  Labor  and  the 
U.S.  Departme«|t  of  Health,  Education  and  Welfare.  Almost  every  type  of  program 
has  been  developed  including:  on-the  job  training,  pre-employment  training, 
apprenticeship,  including  all  phases  of  classroom  curriculum  and  related  instruc- 
tions with  a  successful  retention  rate  unmatched  anywhere  in  the  nation. 

The  policies  and  programs  of  the  Council  were  developed  by  an  Executive 
Board  made  up  of  the  chief  executive  officers  of  each  of  the  AFL-CIO  State  Central 
Bodies.  They  deal  exclusively  with  human  resource  development.  This  joint  effort 
is  an  attempt  to  utilize  the  expertise  and  concern  of  the  total  labor  movement  in 
an  area  blighted  by  underdevelopment,  unemployment,  lack  of  educational  facilities, 
lack  of  health  facilities,  disease  and  hunger. 

The  Council's  Operation  Manpower  component  deals  with  training  and  deve- 
lopment programs  structured  toward  individual  improvement  and  appreciation  of  Inate 
abilities  to  do  useful  things.  For  these  reasons  the  manpower  programs  are  directed 
toward  learning  the  "why"  as  well  as  the  "how",  through  educational  preparation  and 
work  experience  projects  and  training  needs.  These  include:  pre-employment  and 
on-the-job  training,  related  or  vestibule  training,  supportive  services  to  the  dis- 
advantaged,  the  minorities,  the  veterans,  women  in  non-traditional  occupations  and 
youth  entering  the  market  for  the  first  time. 

21 
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In  addition,  new  avenues  of  training  and  supportive  services  are  being  studied 
and  implemented  through  special  on-going  projects  and  proposals. 

Specifically,  the  Operation  Manpower  objective  has  been  to  bring  about 
personal  and  positive  changes  in  individuals  relative  to  their  employment  and 
labor  market  status.  This  has  spread  to  include  research  and  evaluation  of 
training  methods  in  order  to  develop  training  modules  that  may  be  used  nation- 
wide. 

The  Council  operates  two  (2)  Skill  Training  Centers  in  Birmingham  & 
Mobile,  Alabama,  respectively,  and  a  Job  Corps  Skills  Training  Center  in  Pittsburgh, 
Pennsylvania.  In  addition,  the  Council  recruits  youth  for  Job  Corps  in  two  (2) 
states  exclusively  and  partially  in  nine  (9)  states. 

The  Council  has  one  (1)  field  coordinator  in  South  Carolina,  working 
closely  with  the  South  Carolina,  AFL-CIO.  The  field  coordinator  develops  and 
monitors  training  programs  and  assists  in  completion  of  all  forms,  progress  and 
compliance  reports,  and  close-out  papers. 

Since  the  Comprehensive  Employment  and  Training  Act  of  1973,  many 
successful  training  subcontracts  have  been  developed  and  implemented  in  South 
Carolina.  These  include:  the  development  of  fifty  (50)  subcontracts  for  a  total 
of  1,600  plus  trainees  which  includes  a  ratio  of  60%  females,  80%  minorities  & 
50%  apprenticeable  occupations. 
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AFL-CIO  APPALACHIAN  COUNCIL,  INC. 

OPERATION  MANPOWER 

1018  Kanawha  Boulevard,  East,  Suite  901 

Charleston,  West  Virginia  25301 

Phone:   (304)  342-4138 


A  NON-PROFIT  ORGANIZATION 

COUNCIL  BOARD: 

JOSEPH  W.  POWELL 

Chairman  West  Virginia 

HARRY  BOYER 

Vice-chairman  Pennsylvania 

BARNEY  WEEKS, 

Secretary-Treasurer  Alabama 

MILAN  MARSH Ohio 

JULIAN  F.  CARPER  Virginia 

DOMINIC  N.  FORNARO  Maryland-D.C. 

WILBUR  HOBBY  North  Carolina 

JAMES  G.  NEELEY ".  .  .  .  Tennessee 

HERBERT  H.  MABRY  Georgia 

LEONARD  "SCOTTIE"  SMITH  Kentucky 

JAMES  JOHNSON  South  Carolina 

CLAUDE  RAMSAY  Mississippi 
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[Abticle  No.  3] 


Richard  W    Riley 
oovcrnor 


©'?^T5'7T> 


'?'^ 


^tate  of  ^outl|  Cttarottn^^  ^ 

(Office  of  tl]C  dtrticmor 


F-\ 


9m 


OfKICC    of    EKICUTIVt 
POLICr  AND  Progi»ams 


July  6,  1979 


South  Carolina  Labor  Council  AFL/CIO 
7420  North  Main  Street 
Columbia,  South  Carolina 

Dear  Sir: 

The  Public  Notice  which  is  attached  describes  grant  applications  made  by 
the  Office  of  the  Governor,  CETA  Division.  These  grants  are  available 
from  the  U.  S.  Department  of  Labor  as  a  part  of  the  Comprehensive  Employ- 
ment and  Training  Act. 

This  information  is  provided  for  your  review  and  meets  the  requirements  of 
Section  676.12  of  the  federal  regulations. 


Please  write  this  office  should  you  have  questions. 
Sincerely, 


Gary  McMahan,  Planner 
Office  of  the  Governor 
CETA  Division 

GM/dec 


CETA  Division,  1800  St.  Julian  Place,  Columbia  29204 
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[Abticle  No.  4] 


Office  of  the  (Spucnuir 

I3.^L^.nr^\*/    Dii   cv  R  OFFIcfOF  EXECUTIVE 

RICHARD  W   RILEY  |  .. . ..,_.«-..         p^^^l^^  pp^oRAMS 

GOVERNOR  B  j 

0CT30S78 

Mr.  James  Johnson,  President 

South  Carolina  AFL-CIO  ^  ^  . 

Post  Office  Box  21277  S.  Q  AFL-ClO 

Columbia.  South  Carolina  29221         ;»;^  (, 

ill  .1  r  ■• 

Dear  Mr.  Johnson:  ih- 

We  are  enclosing  a  copy  of  RFP  #79-106  which  we  used  to  solicit  model  programs 
for  Displaced  Homemakers.  The  Narrative  Section  describes  several  programs 
which  could  be  used  for  this  garget  group. 

Also,  note  that  this  request  for  proposal  deadline  is  closed.  However,  "Dis- 
placed Homemaker"  is  included  in  the  overall  target  group  to  be  served  by 
CETA. 

If  we  can  be  of  further  assistance  to  you,  please  feel  free  to  contact  us. 
Sincerely, 

Ishmael  Hoi  ley.  Deputy  Director  "^ 

Field  Operations 

IH/AD/ems 

Enclosure 


CETA  Division,  leoo St  Julian  Place. Columbia  29204 
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[Abticle  No.  5] 


RlCHAKO  W     RrLEY 
aoviMNon 


^tate  of  ^outl]  Carolina 

C^ffict  of  tl^c  (SotJCntor 


Policy   and  PnooNAHS 


September  26,  1979 


Mr.  John  W.  Hardin,  Sr,  Director 
Memphis  Apprenticeship  Opportunity  Center 
1399  Airways  Boulevard,  Room  206 
Memphis,  Tennessee  38114 


Dear  John: 


%' 


Please  accept  a  long  overdue  "Thank  you"  for  the  sincere  hospitality  shown  to  us 
during  our  recent  visit  to  Memphis.  The  program  information  we  obtained  has  been 
most  helpful,  but  observing  the  enthusiasm  and  commitment  of  all  of  you  has  pro- 
vided us  even  greater  incentive  to  pursue  similar  activities  here  in  South  Carolina. 

If  the  opportunity  arises,  please  convey  our  appreciation  for  your  time  and  interest 
to  John  Beard,  David,  and  the  other  staff  members  who  were  so  helpful. 

Sincerely, 


Don  W.  Ford 


Robert  G.  Landreth 


DF/RL/kfs 

CC:  Glen  Cole 

L.L.  "Pete"  Barnwell i. 


CETA  Division,  1800  St.  Julian  Place,  Columbia   29204 
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Contents  Comprise  Entibe  Correspondence  From  CETA  to  S.C.  AFL-CIO 
From  May  23  Through  November  14,  1979 


^tate  of  ^outl|  Carolina 


(Office  of  the  doUernor 

RlCM*no  W    RiLtV  Oinc.  o.   l«nuTivt 

'  POLICY     *NO    PKO-iHAM* 


OOVCRNON 


June   19,    1979 


Mr.  L.  0.  Barnwell,  Coordinator 
South  Carolina  AFL-CIO 
209  Stoneridge  Drive 
Columbia,  South  Carolina  29210 

Dear  Mr.  Barnwell: 

We  have  confirmed  two  dates  for  the  CETA  Staff  training  -  July  2nd 
and  July  3,  1979. 

You  have  the  option  to  provide  a  three  hour  session  on  each  of  these 
dates  or  two  sessions  on  one  of  the  dates.  (Please  confirm  with  your 
Field  Coordinator) . 

Per  your  contractual  agreement,  the  agenda  and  subject  materials  must 
be  approved  by  this  office  prior  to  the  scheduled  training. 


Sincerely, 

Ishmael  Ho  Hey 

Deputy  Director  for  Field  Operations 

lH:AD:jp 

cc:  Contract  file  //79H80 


CETA  Division,  1800  St.  Julian  Place,  Columbia  29204 
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^tate  of  ^outl]  (Uarolma 


(Office  of  the  (&cMtmot 

RICHARD  W    Riley  ■  «>"'«  °'  e«ecut,ve 

Policy  and  Programs 


GOVERNON 


June   29,    1979 


Mr.  L.  L.  Barnwell,  Coordinator 
South  Carolina  AFL-CIO 
209  Stoneridge  Drive 
Columbia,  S.C.  29210 

Dear  Mr.  Barnwell: 

This  letter  is  to  confirm  your  telephone  conversation  with  Annette 
Davis  regarding  the  nurtiber  of  training  sessions  for  labor  leaders 
under  CETA  Contract  #79H80. 

Due  to  late  startup  and  the  time  remaining  in  this  fiscal  year,  the 
three  training  sessions  rctiuired  may  be  changed  to  two  sessions. 

It  is  our  understanding  that  these  sessions  have  been  scheduled  for 
July  17  and  September  13,  1979.   If  you  need  assistance  from  our 
"staff  in  preparing  the  CKTA  overview,  please  let  us  know  as  soon 
as  possible. 


l\ 


Sincerelv 


n-ffiri.-:;  i.ont-^r.c  iir-  r79H3 


CETA  Division,  1800  St.  Julian  Place,  Columbia  29204 


1218 


Richard  W    RtLEv 

GOVERNOR 


^tate  of  ^outl]  (darotutjj^^  _  '     ■''"' 

Office  of  il^e  ^otiemor 


OFt--|CE    or     EXECUTIVE 

POLICY  AND  Programs 


July  6,  1979 


South  Carolina  Labor  Couni.il  AfL/CIO 
7420  North  Main  Street 
Columbia,  South  Carolina 

Dear  Sir: 

The  Public  Notice  which  is  attached  describes  grant  applications  made  by 
the  Office  of  the  Governor,  CETA  Division.   These  grants  are  available 
from  the  U.  S.  Department  of  Labor  a.s  a  part  of  the  Comprehensive  Employ- 
ment and  Training  Act. 

This  information  is  provided  for  your  review  and  meets  the  requirements  of 
Section  676.12  of  the  federal  regulations. 

Please  write  this  office  should  you  have  questions. 

Sincerely, 


Gary  McMahan,  Planner 
Office  of  the  Governor 
CETA  Division 


GM/dec 


CETA  Division,  1800  St.  Julian  Place,  Columbia  29204 
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^i  i»Sl    » 


**4- 


^tatt  of  &0utl|  ((Iar0ltna 

®fft«  ai  tl|e  (Soucnuir 


RICHARD  W.  RILEY  Office  of  Executive 

GOVERNOR  POLICY  AND  PROGRAMS 


September  10,  1979 


Mr.  L.  L.  Barnwell,  Coordinator 
South  Carolina  AFL-CIO 
209  Stoneridge  Drive 
Columbia,  South  Carolina  29210 

Dear  Mr.  Barnwell : 

Your  request  to  travel  to  Memphis,  Tennessee,  September  10-11,  1979 
has  been  approved. 

We  also  acknowledge  your  request  to  charge  your  travel  to  Washington, 
D.  C,  August  21-22,  1979  to  CETA  Contract  #79H80.  Since  your  request 
was  not  made  prior  to  actual  travel,  the  expenses  incurred  cannot  be 
charged  to  CETA.  All  CETA  personnel  must  obtain  prior  written  approval 
for  out-of-state  travel. 

Sincerely,  >" 


Ishmael  Holley,  Jr. 

Deputy  Director  for  Field  Operations 

Office  of  the  Governor  -  CETA  Division 

IH/AD/bg 


CETA  Division.  1800  ST  JULIAN  Place.  Columbia  2  9  204 
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&tatc  of  &outl|  (Earolina 


O^fftce  of  tt|e  (Souemor 

RtCHARO  W.  ftlLCY  Ofric£OfCx...uTn/t- 

OOVCRNOH  POLICV  *NOPKOCB*M» 


Sepc«mb«r  11,    1979 


Mr.   L.   L.    Barnwell  ^.^ 

127  Dover  Road 

Spartanburg,    South  c:arollna  29301 


D««r  Mr .   Barowal 1 : 


Encloaad  la  a  Cartlflcace  of  Appreciation  for  your 
tanur*  on  the  State  Manpower  Services  Council. 

Slncaraly, 

Mary  Choate,    Deputy  Olractor 

Office  of    the   Goverfior,    CETA  Division  ** 

MC:lb 

Encloaure 


CETA  Division  i«ooSi   Julian  P^acf  Columbia  29^04 
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^tatc  of  ^outl]  Carolina 


(Office  of  the  (foticmar 

l»ieH*«0  W  RiLtV  Or..Ci  O.  t.t  UT.vt 

^OtlCV  AND  PnOUNAMS 


September  26,  1979 


:W.   John  W.  Hardin,  Sr,  Director 
Hemphis  Apprenticeship  Opportunity  Center 
1399  Airways  Boulevard,  Room  206 
Memphis,  Tennessee  38114. 

OMr  John:      ^ 

flMse  accept  a  long  overdue  "Thank- you"  for  the  sincere  hospitality  shown  to  us 
Airing  our  recent  visit  to  Memphis.  The  program  Information  we  obtained  has  been 
anst  helpful,  but  observing  the  enthusiasm  and  commitment  of  all  of  you  has  pro- 
;;,^1ded  us  ev«n  greater  Incentive  to  pursue  similar  activities  here  In  South  Carolina. 

If  the  opportunity  arises,  please  convey  our  appreciation  for  your  time  and  Interest 
.?t«  John  Beard,  David,  and  the  other  staff  members  who  were  so  helpful. 


*»; 


^ncerely. 


Hon  W.  Ford 


Robert  6,  Land re th 


.OT/fti/kfs 

CC:  Glen  Cole 

L.L.  "Pete"  Barnwell t- 


CETA  Divition,  1600  St.  Julian  Place,  Coluabia  29204i;^ 
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v..-^.*.     ■ 

&tatE  of  &outt|  Olarolfna 

(f^fftcE  of  tlfe  (Spuemor 

R  OFFicdoF  Executive 

n  POLicykNO  Programs 


Richard  WR(LEY 

GOVERNOR 

October  25.  1979 

Mr.  James  Johnson,  President  VGlO0W% 

South  Carolina  AFL-CIO 

Post  Office  Box  21277  S.  C,  AFL-CiO 

Columbia,  South  Carolina  29221 


^1  *' 
Dear  Mr.  Johnson:  "  ,B 

We  are  enclosing  a  copy  of  RFP  #79-106  which  we  used  to  solicit  model  programs 
for  Displaced  Homemakers.  The  Narrative  Section  describes  several  programs 
which  could  be  used  for  this  garget  group. 

Also,  note  that  this  request  for  proposal  deadline  is  closed.  However,  "Dis- 
placed Homemaker"  is  Included  in  the  overall  target  group  to  be  served  by 
CETA. 

If  we  can  be  of  further  assistance  to  you,  please  feel  free  to  contact  us. 

Sincerely, 


jlU^(f/*^ 


Ishmael  Holley,  Deputy  Director 
Field  Operations 

IH/AD/ems 

Enclosure 


CETA  Division,  laoo  St,  Julian  Place.  Columbia  29204 
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Mr.  Derrick.  Our  next  witnesses  will  appear  as  a  panel.  Tom 
Davis  is  director  of  the  Richland  County  Department  of  Social 
Services;  and  Roger  Gutman  is  the  supervisor  of  social  service 
programs  of  the  Richland  County  Department  of  Social  Services. 

Gentlemen,  we  are  delighted  to  have  you  with  us,  and  thank  you 
for  taking  the  time  to  come  down  here  and  appear  before  us. 

Mr.  Davis.  It  is  very  nice  to  be  here,  and  we  appreciate  the 
opportunity  to  appear  this  afternoon.  Roger  and  I  will  have  to 
admit  this  is  a  rather  unique  experience  for  us. 

Mr.  Derrick.  It's  a  unique  experience  for  us,  too. 

Mr.  Davis.  I  would  like  to  be  a  little  lighthearted  since  we  are 
last  on  the  list.  When  I  received  the  letter  from  our  commissioner, 
I  was  very  happy  because  I  thought  Roger  and  I  would  get  a 
chance  to  fly  up  to  Washington  and  get  a  free  trip.  But  it  didn't 
happen  that  way.  So  we  used  our  holiday  to  come  down. 

Mr.   Derrick.   Mr.   Davis,  I  can  tell  you  are  an  honest  man. 

STATEMENT  OF  TOM  DAVIS,  DIRECTOR,  RICHLAND  COUNTY 
DEPARTMENT  OF  SOCIAL  SERVICES 

Mr.  Davis.  We  would  like  to  do  this  in  a  two-part  situation.  I  will 
give  you  an  overview  of  the  various  programs  that  we  manage  on 
the  local  level.  You  notice  I  mention  manage,  because  on  the  local 
level,  we  are  basically  operational;  and  we  represent  some  250,000 
people,  or  better.  We  are  using  the  figure  from  the  last  census  in 
Richland  County. 

We  have  a  staff  of  299  people  and  we  administer,  on  a  local  level, 
a  variety  of  State,  Federal,  and  local  programs.  An  example  of  such 
programs  is  title  XIX,  title  XX,  IV-A  and  IV-D  programs.  Our 
programs  are  broken  down  on  the  county  level  into  three  major 
divisions  or  three  major  units.  We  have  the  human  services  part  of 
the  program,  which  Mr.  Gutman  will  get  into  with  some  examples 
and  recommendations. 

Then  we  have  the  economic  part  of  the  program  which  includes 
our  food  stamp  operation,  and  I  mentioned  the  title  IV-A  program. 
One  thing  that  bothers  me  is  that  I  have  noticed  in  the  last  year 
that  our  food  stamp  operation  in  Richland  County  has  increased 
from  almost  $6  million  to  $8  million,  which  indicates  that  there  are 
a  number  of  possible  transitions  in  Richland  County  and  that  we 
are  finding  more  people  who  need  help  in  this  particular  area  and 
in  many  of  the  programs  that  we  administer. 

To  this  extent,  we  are  going  to  advocate  not  only  that  we  in- 
crease much  of  our  services,  but  that  we  advocate  some  ideas  and 
recommendations.  We  will  advocate  some  recommendations  on 
where  to  reduce  duplication  of  services. 

An  example  of  that  for  instance,  is  our  human  services  program, 
which  Roger  will  get  into  some  detail  on,  which  has  what  is  known 
as  a  homemaker  unit.  Under  the  DHEC  side  of  the  program,  which 
is  under  another  commission,  we  have  our  home  health  services 
program.  It  has  been  very  difficult  for  us  to  administer  the  home- 
maker  side  of  the  program  because  there  are  certain  rules  and 
regulations  that  indicate  what  a  homemaker  can  or  cannot  do  in 
certain  homes,  particularly  where  medication  is  concerned,  and 
things  of  that  nature. 
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I  would  advocate  in  this  situation  that  either  the  homemaker 
unit  be  attached  to  the  public  health  service  unit  or  certain  units 
on  that  side  of  the  picture  be  attached  to  our  particular  unit.  In 
that  way  the  mangement,  the  control  and  the  kind  of  services  we 
can  provide  would  be  much  more  meaningful  to  our  citizens  in 
Richland  County. 

I  will  stop  with  one  other  thing  and  let  Mr.  Gutman  talk  because 
I  understand  we  have  about  10  minutes.  We  also  manage,  in  Rich- 
land County,  a  day  care  program.  This  progam,  as  you  well  know, 
fits  into  the  need  of  supporting  mothers  and  in  some  instances, 
fathers  who  may  or  may  not  have  places  to  keep  their  children 
during  the  day,  so  that  they  can  have  more  opportunity  to  get  out 
and  look  for  employment. 

One  other  program  that  we  did  spend  a  certain  amount  of  money 
on  during  our  last  fiscal  year  was  for  the  Indonesian  refugees  in 
the  county,  to  acclimate  them  to  our  particular  situation  in  Rich- 
land County.  Of  course,  this  would  be  at  the  State  and  National 
level,  also. 

At  this  point  in  time,  I  would  turn  this  over  to  Mr.  Gutman  for 
further  remarks,  and  then  we  will  entertain  any  questions. 

STATEMENT  OF  ROGER  GUTMAN,  SUPERVISOR  OF  SOCIAL 
SERVICE  PROGRAMS,  RICHLAND  COUNTY  DEPARTMENT  OF 
SOCIAL  SERVICES 

Mr.  Gutman.  I  am  a  transplant  here  in  South  Carolina  myself 
and,  for  2  years  prior  to  my  moving  to  South  Carolina,  lived  in  the 
great  eastern  city  of  St.  Louis. 

I  would  like  to  speak  to  five  areas  very  briefly,  if  I  could.  First  of 
all,  I  think  that  it's  important  to  look  at  social  services  and  social 
service  needs  in  delivering  those  services  in  a  historical  context, 
because  I  think  this  gives  us  an  understanding  of  the  needs  that  we 
have  in  our  society  today. 

Second,  I  would  like  to  look  at  some  of  the  Federal  programs  in 
terms  of  the  successes  we  have  had  in  implementing  those  pro- 
grams. 

Third,  I  wish  to  look  at  some  of  the  problems  we  have  had  or  at 
least  have  experienced  in  implementing  Federal  programs. 

Fourth,  the  accountability  of  social  services  in  general;  and  final- 
ly, the  roles  as  I  see  them  developing  from  the  Federal  on  through 
local  entities  of  government. 

First  of  all,  and  very  briefly,  I  think  we  have  to  look  at  the  needs 
of  our  people  and  our  communities,  the  citizens  of  our  State,  in 
terms  of  how  they  are  not  able  to  meet  their  human  needs.  I  think 
when  we  talk  about  social  services,  we  need  to  look  at  where  these 
are  not  being  met.  If  you  look  historically  at  our  society,  you  will 
find  particularly  over  the  past  30  to  35  to  40  years  as  our  society 
has  become  much  more  mobile  and  as  we  have  begun  to  move 
around  much  more  freely  that  the  social  support  systems  we  have 
traditionally  held  to  have  been  deteriorating. 

I  speak  primarily  when  I  say  social  support  systems  of  those 
people  who  are  important  to  us,  on  whom  we  depend  for  meeting 
our  needs  for  advice,  for  guidance;  for  example,  that  we  live  by  and 
as  adults  we  raise  our  children  by,  et  cetera. 
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First  of  all,  I  think  the  extended  family  has  deteriorated  as  a 
social  support  network.  I  think  this  is  particularly  true  in  areas 
like  child  care  where  we  have  a  large  percentage  of  our  population 
moving  here  from  other  parts  of  the  country  for  more  job  opportu- 
nities or  because  of  the  climate  and  other  various  reasons.  We  have 
a  number  of  people  here  who  are  away  from  their  extended  fami- 
lies and  lack  the  social  support  system. 

Mr.  BoLLiNG.  Do  you  have  a  percent  on  that? 

Mr.  GuTMAN.  No,  I  haven't. 

Mr.  BoLLiNG.  Do  you  have  any  idea  of  the  order  of  magnitude? 

Mr.  GuTMAN.  No,  I  haven't.  I  know  it's  more  predominant  in  the 
South,  and  particularly  in  the  Southeast  and  Southwest. 

Mr.  Rolling.  That's  general  statistics? 

Mr.  GuTMAN.  Right. 

Mr.  Rolling.  Thank  you.  Excuse  me  for  interrupting. 

Mr.  GuTMAN.  That's  OK,  sir. 

The  second  part  of  our  social  support  network  which  I  think  is 
deteriorated  is  the  community.  I  don't  think  we  have  the  same 
kinds  of  relationships  with  our  neighbors  that  we  once  had.  If  we 
think  in  terms  of  our  own  relationships  as  compared  to  what  they 
were  15,  20  years  ago,  they  are  not  the  same  and  not  as  close  as 
they  used  to  be. 

Third,  the  church  is  not  fulfilling  the  same  role  as  a  social 
support  as  it  once  did.  Consequently,  our  pace  of  life  has  increased 
as  we  have  more  stress,  more  tension  in  our  society.  At  the  same 
time,  these  social  supports  are  being  pulled  out  from  under  us.  I 
think,  as  a  result  of  this.  Government  has  been  forced  into  picking 
up  the  slack,  if  you  will,  in  that  supportive  role. 

Now,  whether  the  churches  and  communities  got  out  of  the 
business  and  then  Government  picked  it  up,  or  whether  Govern- 
ment got  into  it  and  the  others  got  out  of  it,  that's  debatable.  But 
the  fact  is  that  today  we  have  more  Government  involved  in  sup- 
porting our  human  lives. 

I  think  what  is  crucial,  as  we  begin  to  meet  some  of  the  problems 
that  have  been  addressed  here  this  afternoon,  is  that  we  need  to 
develop  a  better  interface  between  the  Government  entities  that 
are  providing  services  and  the  private  sector.  One  of  the  things 
that,  in  my  judgment,  needs  to  be  encouraged  through  various 
means  is  the  coordination  of  the  interface  between  the  public 
sector  with  other  public  sector  agencies  and  the  public  and  private 
sector.  It's  only  when  we  are  able  to  fit  the  needs  or  the  various 
resources  together  and  conserve  effort  that  we  are  ever  really 
going  to  be  able  to  meet  the  needs  of  people  in  our  society. 

My  area  of  the  work  is  predominantly  in  terms  of  children's 
services.  We  receive  a  lot  of  criticism  in  our  department  for  not 
being  able  to  remove  the  needy  children  from  families.  I  have  had 
some  strong  disagreements,  but  I  think  the  way  those  needs  will  be 
met  is  through  coordination  and  through  the  working  together  of 
the  private  and  public  sectors.  We  are  beginning  to  get  that  to  a 
degree,  at  least  here  in  Richland  County,  and  to  some  degree  over 
the  rest  of  the  State. 

As  we  begin  to  look  at  our  economic  situation  in  this  country, 
and  as  we  begin  to  think  rationally  about  some  of  these  problems, 
it  makes  sense  that  we  be  able  to  coordinate  and  properly  interface 
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these  programs  to  be  able  to  fill  in  the  gaps,  eliminate  the  overlap, 
and,  finally,  to  offer  more  services  for  less  money.  I  think  that's 
what  most  taxpayers  are  looking  at,  what  you  fellows  are  looking 
at,  and  certainly  what  we  are  looking  at  at  the  local  level. 

In  terms  of  successes,  I  mention  Federal  programing.  First  of  all, 
title  XX,  is  a  general  program  which  allows  for  a  good  deal  of 
flexibility  in  service  delivery.  As  you  look  across  various  States  into 
how  title  XX  is  implemented,  there  are  very  many  different  ways 
that  title  XX  is  implemented,  both  through  direct  services  of  State 
agencies  and  contracts  with  provider  agencies  in  the  private  sector. 
And  even  within  those  major  categories,  there  are  a  number  of 
ways  that  title  XX  is  implemented.  This  is  important,  and  I  will 
get  to  that  toward  the  end  when  I  talk  about  the  relationship 
between  the  Federal,  State,  and  local  entities  of  government. 

The  only  problem  with  title  XX  is  that  it's  beginning  to  run  out 
of  money.  And,  of  course,  that  presents  a  different  set  of  problems. 

Here  in  Richland  County,  we  are  working  on  one  of  our  projects, 
and  I  put  a  great  deal  of  stock  in  projects.  They  are  special  and 
they  give  us  an  opportunity  to  innovate  and  create  in  the  service  of 
others,  because  I  think  that  is  how  we  will  improve  the  overall 
human  services  system. 

One  of  our  projects  which  is  paid  for  under  Public  Law  93-247, 
the  Mondale  act,  is  a  parent  aid  project,  where  we  have  contract- 
ed— through  the  use  of  Mondale  act  money — with  the  council  on 
child  abuse  and  neglect  to  deliver  services  to  families  so  the  chil- 
dren can  remain  in  the  home.  We  offer  more  intensive  services 
where  we  can  prevent  having  to  move  the  child  out  of  his  own 
home.  There  is  a  lot  of  advantage  to  that  if  you  can  muster  the 
resources,  and  I  think  this  is  a  demonstration  of  that. 

We  have  also  gotten  money  to  Parents  Anonymous,  which  is  a 
private  sector  agency  being  helped  by  direct  money  from  the  Feder- 
al Government.  In  this  case,  it's  seed  money  to  help  a  self-help  type 
of  organization  get  off  the  ground  and  move  into  helping  people. 

I  think  there  are  two  other  areas  which  we  have  moved  into. 
We're  just  beginning  what  is  called  a  TRIP  project,  total  recipient 
involvement  project,  which  is  a  work  incentive,  WIN  program.  In 
fact,  I  will  be  going  to  Michigan  for  a  meeting  with  people  from 
other  States  that  are  involved  in  similar  programs  to  assist  welfare 
recipients  and  job  creation. 

This  is  particularly  important  here  in  Columbia  where  we  have  a 
fairly  low  unemployment  rate  and  where  we  still  have  large  num- 
bers of  people  who  want  jobs  and  are  willing  to  work.  This  is  going 
to  be  an  opportunity  for  us  to  show,  in  the  program  area,  that  if 
we've  got  the  proper  resources,  if  we've  got  the  job  readiness  skills 
on  our  side  of  it,  we  can  get  these  people  into  the  job  market  for 
them  to  become  productive  taxpayers,  too. 

Care  Worker  is  another  project  in  which  we  are  going  to  be  using 
welfare  mothers  under  a  CETA  program  to  help  the  elderly,  and 
there  are  a  couple  of  spinoff  benefits  from  this.  We  are  able  to 
place  people  in  work  who  are  now  receiving  welfare  and,  second, 
we  will  be  able,  we  hope  and  we  think,  to  prevent  older  people  in 
our  society  from  having  to  be  placed  into  institutions.  So  there  are 
a  couple  of  spinoffs  from  that.  That  is  a  very  appropriate  use  of  the 
CETA  funding  which  was  mentioned  earlier. 
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And  finally,  under  direct  funding  there  is  the  child  protective 
service  training  which  was  funded  under  title  XX  and  which  I 
consider  to  be  successful.  Unfortunately,  there  is  going  to  be  a 
ceiling  on  title  XX  funding  which  is  going  to  curtail  this  sort  of 
activity.  But  we  have  a  number  of  other  States  who  are  coming  to 
us  saying,  "we  are  impressed  with  the  kind  of  training  you  have 
been  doing  with  the  child  protective  service  people.  We  want  to  do 
it.  Can  you  give  us  some  advice?"  So  we  have  been  able  to  take  a 
leadership  position  in  this  particular  area,  again,  through  the  use 
of  the  funding  that  has  come  to  us  through  title  XX. 

I  think  there  are  some  other  spinoffs  to  that.  Obviously,  I  am 
more  familiar  with  title  XX  than  some  of  the  other  Federal  fund- 
ing sources.  But  I  think,  to  get  back  to  the  issue  of  flexibility,  that 
there  are  indirect  advantages  in  that  sort  of  funding  because  it 
allows  us  to  get  into  programs  like  our  life  skills  program,  so  we 
can  keep  kids  and  their  parents  out  of  the  protective  service 
system. 

We  have  got  some  church  involvement  which  is  an  appropriate 
mechanism  and  a  resource  that  we  often  don't  use  in  our  society 
that  we  could.  Things  like  this  are  allowable,  and  they  give  our 
staff — our  staff  has  the  flexibility  under  the  present  title  XX 
system,  which,  as  a  program  supervisor  in  a  local  agency,  I  appreci- 
ate having  that  kind  of  flexibility  because  I  think  that's  how  we 
ultimately  improve  the  services  to  the  clients. 

As  far  as  problems  are  concerned,  I  get  the  feeling,  I  don't  have 
figures  and  I  don't  know  that  they  are  available;  but  I  get  the 
feeling  that  too  much  Federal  money  is  directed  toward  reaction  to 
social  problems,  and  not  enough  percentage  of  that  funding  is 
directed  toward  prevention.  That  gets  to  be  a  difficult  problem,  I 
realize,  particularly  in  view  of  the  fact  that  when  you  are  prevent- 
ing something,  it's  difficult  to  measure.  And  with  our  accountabil- 
ity that's  going  on  right  now,  that  becomes  difficult,  but  I  think  it's 
possible. 

At  the  same  time,  we  need  to  work  on  the  problems  we've  got  in 
front  of  us  right  now.  We  also  need  to  be  looking  ahead  and  saying, 
"How  can  we  prevent  this  problem  down  the  road?"  That  is  some- 
thing crucial  and  that  we  need  to  be  looking  to  that  sort  of  thing. 

Another  example  of  this,  I  think,  is  that  we  are  allowed  to  spend 
so  many  dollars  per  month  on  a  child  in  foster  care.  That  money  is 
more  than  we  are  allowed  to  give  that  family  for  taking  care  of 
their  own  kid.  I  think  in  many  cases  we  can  do  a  better  job  of 
prevention  in  the  future  and  rehabilitating  that  family  if  we  were 
able  to  keep  the  family  intact  and  provide  the  resources  we  would 
otherwise  provide  in  a  foster  care  kind  of  situation. 

I  am  probably  going  way  over  my  time,  but  there  are  a  few  other 
things  I  would  like  to  add  if  I  could. 

Many  of  these  special  projects  that  I  think  are  good  and  very 
necessary  as  we  look  at  the  service  delivery,  I  will  briefly  touch  on. 
One  is  that  most  of  them  are  too  short  in  duration.  Two,  I  think 
that  many  times  the  special  funding  for  projects  are  not  practically 
applied.  In  other  words,  they  are  developed  in  research  centers  and 
university  campuses,  and  there  isn't  the  direct  connection  made 
between  that  and  the  applicability  and  the  financial  feasibility  and 
the  local  service  delivery  operation.  That  is  why  I  like  the  projects 
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in  the  Mondale  act  because  it,  at  least  in  our  State,  has  given  us  a 
chance  in  the  local  operation  to  see  whether  the  creative  ideas  will 
work  or  not. 

A  lot  of  times  they  are  inaccurately  described.  A  couple  of  exam- 
ples are  the  Bowen  project  in  Chicago  and  the  child  abuse  and 
neglect  and  CES  project  in  Nashville.  They  were  written  up  as 
grand  and  glorious,  and  they  had  a  lot  of  good  ideas.  Neither  one  of 
those  is  any  longer  functional  since  the  Federal  money  is  gone.  I 
want  to  know  why,  but  that  isn't  described  in  the  brochures  that 
come  to  us  from  the  Government. 

A  lot  of  times  the  good  ideas  that  come  through  these  projects 
aren't  systematically  incorporated  into  the  funded  programs, 
which,  I  think,  is  another  problem.  As  far  as  the  accountability  is 
concerned,  we  have  got  to  have  it.  I  think  that  there  is  no  question 
about  that,  in  particular  for  Government  kinds  of  operations.  That 
is  what  the  public  is  demanding  and  I  think  that  is  what  the  public 
deserves. 

I  am  concerned  that  we  may,  in  our  effort  to  be  accountable, 
develop  double  and  triple  systems  of  accountability.  We  may  get  to 
the  point  where  we  are  spending  more  money,  more  of  those  tax 
dollars,  for  accountability  than  we  are  for  the  service  delivery.  I 
think  we  have  got  to  make  some  tradeoffs  here  in  an  effort  to  be 
accountable.  It  seems  to  me  that  we've  got  to  develop  some  sort  of 
a  tradeoff  in  the  percentage  of  how  much  of  the  money  is  going  to 
be  spent  for  monitoring.  I  think  the  high  cost  of  service  delivery  in 
the  area  of  social  services  is  probably  not  in  the  cost  of  service 
delivery.  It's  in  all  the  rest  of  it  that  goes  into  monitoring  and 
other  parts  of  government,  which  I  don't  claim  to  fully  understand. 

We  need  some  sort  of  qualitative  analysis  of  the  impacts  of 
service  delivery  on  the  community.  After  all,  that  is  where  it 
impacts.  Those  are  the  people  who  are  going  to  use  it.  And  a  part 
of  our  accountability  to  the  public  is  that  we  should  be  able  to 
develop  the  confidence  and  the  support  of  the  taxpaying  citizens. 
They  are  paying  the  bill,  and  they  should  have  confidence  in  the 
services  we  are  delivering.  If  they  do  not,  we  need  to  reevaluate. 

As  far  as  roles  are  concerned,  I  think  the  problems  we  have  is  a 
matter  of  undefined  roles,  or  not  clearly  defined  roles  between  the 
Federal  Government,  the  State  government,  and  the  local  service 
delivering  agencies.  I  won't  get  into  those,  but  I  think  that's  a 
question  that  needs  to  be  answered,  what  are  appropriate  roles  all 
the  way  along  the  line. 

Part  of  the  problem  is  with  the  regulation  writers  in  HEW.  What 
happens  many  times  in  our  society  is  that  we  tend  to  be  very 
scapegoatist  in  our  approach,  and  we  always  try  to  blame  some- 
body else.  What  we  need  to  do  is  to  develop  some  leadership,  either 
in  Congress  or  in  the  professions  or  somewhere  else,  to  pull  us 
together  so  that  we  can  see  the  rationale  between  linking  all  this 
together  and  making  it  work,  rather  than  trying  to  say,  "Well,  it's 
that  guy's  fault."  If  it  doesn't  work,  let's  see  if  we  can  pull  it  all 
together.  Perhaps  that  leadership  could  come  from  Congress. 

I've  probably  gone  way  over  my  time,  and  I  apologize  for  that, 
but  these  are  the  things  that  are  concerning  me  at  this  point. 

Mr.  Davis.  There  are  two  of  us,  so  two  other  points. 
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It's  very  difficult  to  manage  a  program  such  as  title  XX  on  a 
local  level  where  we  have  to  gear  up  every  12  months  for  funding. 
What  I  would  be  interested  in  is  multiyear  recommendations,  so 
that  we  could  have  multiyear  funding. 

Another  point  is  that  we  have  something  like  a  20-percent  turn- 
over particularly  in  services  and  in  certain  other  parts  of  our 
agencies.  One  way  to  counteract  that  would  be  not  to  eliminate  the 
funds  for  training,  because  as  you  retrain  people  to  go  over  very 
complicated  forms  and  very  complicated  means  of  treatment  and 
this  sort  of  thing,  we  need  to  have  skilled  people,  to  have  this  sort 
of  thing  to  help  in  the  transition  on  it. 

The  two  things  are  multiyear  funding  and  increased  training 
funds.  Just  one  more  thing  as  an  example.  I  can't  recall  in  Rich- 
land County,  and  I  have  been  there  about  3  years  now,  where  we 
have  had  any  training  on  AFDC  policies  and  procedures,  or  on 
policies  and  procedures  of  any  other  Federal  program  or  State 
program.  A  large  number  of  the  caseworkers  ended  up  making 
judgments  and  sometimes  you  make  a  lot  of  errors  that  way.  Some 
will  be  overpaid  and  some  will  be  underpaid  in  terms  of  funding. 
Or  we  don't  reach  all  of  the  people  that  we  think  we  should  reach. 

Mr.  BoLLiNG.  Very,  very  interesting  discussions.  The  highlights 
as  I  have  suspected  are  the  problems  in  integrating  the  multiplicity 
of  programs  from  the  top  on  down  so  that  people  can  deliver  the 
service  that  they  would  like  to.  It  demonstrates  that  the  first  point 
that  was  made  was  very  important.  You  have  got  to  figure  out 
some  way  to  have  coordination  that  is  real  in  terms  of  the  delivery 
of  all  available  services,  public  and  private.  Federal,  and  State, 
through  an  agency  that  has  the  ability  to  achieve  cooperation  but 
not  necessarily  control.  I  think  that  is  a  very  important  point. 

It's  related  to  the  fact  that  this  country  has  been  enormously 
slow  in  accepting  the  notion  that  we  have  to  have  a  national 
approach  to  the  problem  of  social  services,  and,  thus,  has  found  it 
necessary,  in  order  to  deliver  something,  to  come  up  with  the 
program  that  would  sell.  For  example,  that  is  how  we  got  and  why 
we  put  food  stamps  through.  We  saw  the  opportunity  to  get  allies 
who  weren't  really  interested  in  social  services,  but  were  interested 
in  moving  crops,  to  help  us  put  in  a  program  that  now  makes  a 
very  large  contribution  to  the  poor  and  the  less  well  off.  A  variety 
of  other  programs  come  into  existence  in  that  fashion  and  they  do 
not  get  very  well  integrated  until  way  down  the  line.  I  suspect  we 
could  do  a  great  deal  better  if  we  just  back  off  and  take  a  look  at 
all  of  them  in  an  atmosphere  of  willingness  to  increase  rather  than 
decrease. 

Usually,  the  atmosphere  in  Congress  is  to  decrease  expenditures 
and  that  makes  us  fearful  of  trying  to  do  much  for  fear  that  the 
enemies  of  the  programs  will  coordinate  us  out  of  existence.  But  I 
think  that  the  points  that  you  have  made  are  terribly  important. 
Let's  say  they  reinforce  my  prejudices. 

Mr.  GuTMAN.  I  think  one  thing,  you  see  the  television  advertise- 
ments from  Bell  Telephone  Company,  that  says  that  the  system 
makes  it  work,  or  something  like  that.  I  think  this  is  one  of  those 
areas  where  it  really  depends  on  personnel,  at  least  in  my  experi- 
ence. It  depends  on  people  who  nobly  are  guarding  their  own  turf 
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saying,  "What  are  we  all  about?  Are  we  willing  to  put  it  all 
together?"  And  that  is  the  bottom  line. 

Mr.  BoLLiNG.  We  are  working  in  a  place  where  the  guarding  of 
turf  comes  first  too  often. 

Mr.  Derrick.  We  thank  you  very  much  for  those  two  excellent 
statements,  and  thank  you  for  taking  the  time  to  come  here. 

We  have  one  more  witness,  Mr.  Richard  H.  Demontmollin,  who 
is  executive  director  of  the  South  Carolina  Oil  Jobbers  Association. 

STATEMENT  OF  RICHARD  H.  DEMONTMOLLIN,  EXECUTIVE 
DIRECTOR,  SOUTH  CAROLINA  OIL  JOBBERS  ASSOCIATION 

Mr.  Demontmollin.  Mr.  Chairman  and  Congressman  Derrick, 
my  name  is  Dick  Demontmollin,  and  I  appreciate  the  opportunity 
to  appear  here  today.  I  will  keep  the  hour  in  mind  and  keep  my 
remarks  as  short  as  possible. 

I  am  the  executive  director  of  the  South  Carolina  Oil  Jobbers 
Association.  It  is  a  trade  association  made  up  of  approximately  280 
small  business  petroleum  marketers  operating  in  South  Carolina. 
They  distribute  at  wholesale  and  retail  both  branded  and  unbrand- 
ed  petroleum  products  through  service  stations,  through  commer- 
cial accounts,  and  to  home  heating  customers.  Collectively,  they 
handle  about  one-half  of  the  gasoline  sold  in  the  State  and  about  85 
percent  of  the  home  heating  oil. 

They  are  small  businesses  in  every  sense  of  the  word.  They 
average  only  11  employees.  They  are  family  owned  businesses, 
some  of  them  now  in  the  second  and  even  the  third  generation.  We 
do  not  represent  either  the  producers  or  the  refiners  of  crude  oil,  or 
the  so-called  chain  retailers  with  wide  distribution  areas.  And  I 
might  add  that  we  represent  no  one  from  the  Fortune  500  or  even 
the  fortune  5,000,  if  there  were  such  a  thing. 

Mr.  Derrick.  You  represent  quite  a  few  from  the  third  district 
500. 

Mr.  Demontmollin.  Yes,  we  very  definitely  do.  I  am  here  on 
behalf  of  one  of  them  in  particular.  Congressman  Derrick. 

The  small  business  petroleum  marketer,  the  oil  jobber  has  been 
under  price  and  allocation  controls  since  January  1,  1974,  nearly  6 
years.  And  even  then,  the  base  date  was  a  historical  one  as  the 
prices  were  rolled  back  at  that  time  to  May  15,  1973.  He  is  told 
from  whom  he  must  buy,  how  much  he  can  buy,  how  much  he 
must  pay  for  it,  to  whom  he  must  sell  it,  and  how  much  he  can 
charge  for  it. 

Since  April  1,  1974,  his  markup  has  been  fixed  on  a  cents-per- 
gallon  basis.  Notice  I  referred  to  his  markup,  not  to  his  profits.  The 
markup  is  what  must  pay  his  own  cost  of  doing  business;  and  if 
there  is  anything  left  after  that,  it's  his  profit.  He  has  had  no 
increase  in  that  markup  since  April  1,  1974,  even  though  the  cost 
of  living  and,  along  with  it,  the  cost  of  doing  business  has  increased 
more  than  50  percent  since  that  date. 

The  Department  of  Energy's  review  of  this  particular  matter  has 
shown  a  lack  of  understanding  of  the  small  business  marketer  and 
a  callous  disregard  for  his  well-being,  or  even  for  his  survival.  Even 
when  properly  motivated,  DOE  seems  unable  to  comprehend  the 
effects  of  its  own  regulations,  many  of  which  introduce  severe 
distortions  into  the  market  while  attempting  to  address  a  particu- 
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lar  problem.  The  very  fact  that  the  regulations  governing  this 
industry  have  been  amended  more  than  3,000  times  since  their 
issuance  in  1974  says  something  about  their  lack  of  effectiveness. 

The  retail  pricing  rule  which  came  out  recently  is  a  prime  exam- 
ple. DOE  granted  dealer  operated  stations  an  increase  in  margins, 
allowing  them  to  charge  up  to  15.4  cents  per  gallon  over  their  cost 
of  products.  That  was  on  July  16.  At  that  time  and  ever  since,  they 
refused  to  allow  an  increase  for  stations  operated  by  jobbers  or 
refiners.  There  are  many  stations  in  South  Carolina  which  come 
under  each  of  these  classifications. 

The  result,  which  was  highly  predictable,  is  a  forced  condition  of 
predatory  pricing  which  either  precludes  the  dealer  from  getting 
the  markup  to  which  the  law  entitles  him,  or  destroys  whatever 
balance  the  allocation  system  has  attained,  as  customers  move  to 
the  lower  price  stations. 

I  might  add  that  in  the  latest  check  we  did  on  prices,  there  was 
about  a  9-  to  11-cent  differential  from  the  bottom  to  the  top  of  this. 

Today  is  November  12,  and  no  action  has  yet  been  taken  to 
correct  this  inequity,  although  there  have  been  weekly  promises 
since  the  middle  of  July. 

I  turn  now  to  another  aspect  of  the  problem,  the  extreme  difficul- 
ty a  small  businessman  has  in  understanding,  much  less  in  comply- 
ing with,  the  mountain  of  regulations  under  which  he  must  oper- 
ate. A  current  example,  one  of  many,  is  the  issuance  of  special 
report  orders  to  jobbers  over  the  country.  We  know  that  three  of 
our  members  have  received  these  orders,  perhaps  more.  One  of 
those.  Congressman  Derrick,  happens  to  have  his  business  in  the 
third  district. 

There  were  500  of  these  all  together.  DOE  said  in  response  to  our 
inquiry  that  the  orders  were  issued  in  response  to  a  customer's 
complaint.  Yet  the  same  man  said  a  few  minutes  later  that  they 
had  issued  500  of  them  in  October  and  would  issue  another  500  in 
November.  I  submit  that  the  orders  have  been  issued,  not  in  re- 
sponse to  complaints,  but  they  represent  another  fishing  expedi- 
tion, another  example  of  gross  regulatory  excess. 

I  have  one  of  the  forms  here.  It  has  five  pages  of  requirements 
for  the  submission  of  data  over  a  6-month  period  in  early  1979  and 
going  back  as  far  as  May  15,  1973.  With  your  permission,  I  would 
like  to  mail  you  a  copy  of  this,  each  member  of  the  committee  a 
copy  of  this  so  you  can  see. 

Mr.  Derrick.  Is  that  copy  available? 

Mr.  Demontmollin.  No,  sir.  It's  the  only  one  I  have.  If  you  have 
the  ability  to  copy  it 

Mr.  Derrick.  I  do  not  have  that  ability. 

Mr.  Demontmollin.  I  will  mail  you  a  copy. 

[The  information  referred  to  may  be  found  in  the  subcommittee 
files.] 

Mr.  Demontmollin.  Just  a  couple  of  things  from  it.  This  was 
dated,  mailed  by  certified  mail  on  October  3.  The  compliance  date 
was  October  17.  It  has  since  been  extended  upon  request  to  Novem- 
ber 16.  Penalties,  civil  violations,  $10,000  per  violation,  each  day 
considered  to  be  a  separate  violation;  criminal  violation,  a  willful 
violation,  is  a  year  in  prison  or  $20,000  per  violation,  each  day  a 
separate  violation,  or  both. 
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Mr.  Derrick.  Sounds  like  I  would  get  that  filled  out  right  quick. 

Mr.  Demontmollin.  Pretty  stiff. 

One  firm  with  which  I  am  familiar,  and  one  that  keeps  about  as 
good  a  set  of  records  as  anybody  I  know,  is  still  struggling  with  this 
order.  The  owner  of  the  business  has  spent  full  time  since  receiving 
it  in  trying  to  amass  the  documents  demanded.  His  brother  has 
spent  approximately  half  his  time  on  it,  and  they  still  have  not 
finished.  They  have  been  given  an  extension  until  November  16. 
Four  of  us  will  spend  all  day  tomorrow  in  Washington  discussing 
this  unreasonable  requirement  with  DOE.  I  leave  to  you  to  esti- 
mate the  our-of-pocket  cost  of  that  trip,  to  say  nothing  of  lost  time 
on  the  job. 

This  request  for  information  was  not  cleared  by  the  Office  of 
Management  and  Budget  as  the  Administrative  Procedure  Act  re- 
quires. Yet  it's  tantamount  to  another  regulatory  requirement 
which,  under  that  act,  should  be  cleared  with  0MB.  OMB  appar- 
ently agrees  with  us,  as  we  hear  that  they  are  preparing  a  lawsuit 
abainst  DOE  for  this,  yet  another  violation  of  the  Procedures  Act. 

As  Government  is  supposed  to  become  more  responsive  and  less 
burdensome,  just  the  opposite  has  occurred  in  the  Department  of 
Energy,  particularly  the  Economic  Regulatory  Administration.  The 
change  in  top  personnel  in  that  agency  seems  to  hold  little  promise 
of  improvement. 

Historically,  the  small  business  has  done  well  under  our  econom- 
ic system.  A  small  business  has  held  its  own  against  big  business, 
and  they  provided  the  intense  competition  which  is  supposed  to 
make  the  system  work.  The  small  businessman  can  defend  himself 
if  he  is  allowed  to  compete  on  an  even  plane.  He  can  survive,  and 
he  can  even  grow  under  those  conditions. 

But  the  small  business  petroleum  marketer  is  being  squeezed  to 
the  point  of  strangulation  by  Federal  regulations.  And  here,  for  the 
most  part,  it  is  Federal  regulations,  Mr.  Chairman.  Among  our  own 
membership,  we  have  seen  a  steadily  increasing  number  of  sellouts, 
mergers,  and  even  outright  closings,  as  overregulation  has  taken 
its  toll.  Just  this  morning,  for  the  first  time  in  my  10  years  on  this 
job,  we  received  from  our  members  three  checks  which  had  been 
rejected  by  the  bank  as  having  insufficient  funds  to  cover. 

Mr.  Chairman,  the  bureaucracy,  in  our  opinion,  is  out  of  control, 
particularly  the  Department  of  Energy.  Only  Congress  can  restore 
the  restraint  we  must  have  from  the  Federal  Government  if  the 
small  business  petroleum  marketer  is  to  survive. 

Mr.  Derrick.  Mr.  Demontmollin,  I  thank  you  very  much  for  your 
statement.  We  have  had  a  number  of  complaints  concerning  the 
Department  of  Energy  and  are  on  our  way  to  addressing  them, 
hopefully  in  a  satisfactory  manner. 

Mr.  BoLLiNG.  I  would  just  like  to  tell  you  that  I  get  the  same 
thing  from  my  people. 

Mr.  Derrick.  I  thank  all  of  you  that  have  been  with  us  today  for 
taking  time  out  of  your  schedules  to  come  and  participated  in  the 
hearings.  I  think  we  have  had  excellent  testimony  throughout  the 
day,  testimony  that  will  contribute  substantially  to  the  delibera- 
tions that  we  will  have  in  the  months  to  come,  hopefully  to  fashion 
some  legislation  that  will  cause  your  Government  to  operate  in  a 
more  efficient  manner  and  to  serve  you,  as  its  citizens,  better. 
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Mr.  BoLLiNG.  Butler,  I  would  like  to  say  that  I  would  like  to 
compliment  you  and  your  staff  and  all  others  who  helped  because  I 
think  this  has  been  a  fine  hearing,  as  far  as  I  am  concerned,  as 
good  a  one  as  I  have  ever  seen  anywhere.  It's  extraordinarily 
useful,  and  I'm  very  proud  of  you  and  your  staff  and  the  commit- 
tee. 

Mr.  Derrick.  Thank  you  very  much. 

We  are  adjourned. 

[The  following  letter  was  received  for  the  record:] 

Belton,  S.C,  November  7,  1979. 

Hon.  Butler  Derrick, 

Congress  of  the  United  States, 

House  of  Representatives,  Anderson,  S.C. 

Dear  Congressman  Derrick:  This  is  in  response  to  an  article  by  Steve  Smith, 
Staff  Writer  for  the  Anderson  Independent,  which  appeared  in  Sunday's  paper,  11- 
4-79,  regarding  Federal  Programs.  I  will  be  out  of  the  State  on  11-12-79;  otherwise  I 
would  be  present  for  the  meeting  at  Capstone  House,  University  of  South  Carolina. 

Having  worked  in  a  State  Program  which  is  partially  funded  by  federal  monies,  I 
am  well  aware  of  some  problems  such  as  "paper  work"  involved.  Also  I  am  not 
opposed  to  all  federally  funded  programs.  I  only  believe  that  spending  can  and  must 
be  cut  down. 

Since  HUD  is  mentioned  first  in  his  article,  I'll  begin  there.  There  are  many 
elderly  and  truly  disabled  persons  living  on  a  small  fixed  income— these  persons 
should  have  adequate  housing  but  should  be  required  to  pay  something.  There  are 
other  families  in  which  the  children  are  deprived  of  parental  support  for  various 
reasons.  The  parent,  if  able-bodied,  should  be  required  to  work  at  any  job  for  which 
he/she  is  qualified,  regardless  of  how  menial  it  is  and  regardless  of  the  ages  of  the 
children.  Every  effort  should  be  made  to  locate  absent  parents  before  receiving  any 
subsidized  housing.  All  others  should  pay  their  own  way  without  federal  help.  I 
maintain  that  housing  facilities  should  be  built  and  operated  by  the  Federal  Govern- 
ment. I  do  not  believe  in  the  taxpayer's  dollar  being  used  to  pay  for  a  building 
belonging  to  a  corporation  or  individual.  I  am  in  favor  of  HUD  money  helping 
home-owners  in  the  above  classifications  to  repair  and  insulate  their  homes  so  that 
they  can  remain  in  their  own  homes  as  long  as  possible.  I  am  also  in  favor  of  HUD 
money  being  used  for  community  projects,  such  as  recreation  facilities,  street/ 
sidewalks,  etc.— projects  which  benefit  every  one.  People  should  not  have  "hand- 
outs" without  making  some  effort  to  support  themselves. 

HEW  is  more  worthwhile  than  other  programs.  I  support  health  projects  which 
should  be  available  not  only  to  the  poor  but  to  any  one,  regardless  of  income,  if  they 
so  desire.  Education  is  most  important.  It  should  be  available  to  all  with  the 
stipulation,  on  loans  or  scholarships  for  college,  be  mandated  that  part  if  not  all  is 
to  be  paid  back  with  a  small  amount  of  interest.  If  we,  as  taxpayers,  help  to  finance 
a  student's  education  to  better  himself,  he  should  be  willing  to  pay  it  back  so  that 
another  might  reap  the  same  benefits.  There  are  many  types  of  loans  and  scholar- 
ships. I  see  no  reason  why  they  cannot  be  put  under  one  heading.  As  for  Welfare, 
this  program,  expecially  Food  Stamps,  is  grossly  abused.  The  poor  will  be  with  us 
always  but  with  more  rigid  regulations  the  amount  expended  can  be  reduced.  These 
people,  particularly  the  able-bodied,  should  be  required  to  work.  In  an  effort  to 
support  their  families  both  father  and  mother  now  find  it  necessary  to  work  even 
those  with  very  small  babies.  Therefore,  one  regulation  that  should  be  lifted  is  that 
mothers/fathers  of  AFDC  families  be  required  to  work  even  with  children  under  six 
years  of  age.  I  believe  the  CETA  program  falls  into  this  category.  This  could  be  a 
very  good  program  if  handled  correctly.  If  a  person  is  not  willing  to  work,  why 
should  we  be  willing  to  support  him?  Public  employment  would  not  tolerate  contin- 
ued absence,  tardiness,  excessive  illness  without  verification,  etc.,  so  why  should 
those  who  hire  CETA  workers?  People  should  be  required  to  give  a  full  day's  work 
for  a  full  day's  pay. 

I  am  not  familiar  with  UMTA  and  I  have  already  addressed  BOR  under  the  HUD 
portion  of  this  letter. 

All  this  is  to  say  that  government  spending  must  be  curtailed.  Each  area  to  be 
funded  must  be  carefully  examined  as  to  rules  and  regulations.  There  is  a  great  deal 
of  unnecessary  waste  within  individual  offices— I  have  seen  it.  Family  income  levels 
also  must  be  examined  as  to  the  potential  for  additional  income  such  as  all  adults 
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within  the  home  being  employed.  We  cannot  afford  to  have  any  "deadbeats"  living 
within  any  home  where  taxpayer's  money  is  being  used  to  support  or  subsidize. 

Another  thing,  I  do  not  think  the  "government"  should  force  their  funds  and 
regulations  on  programs  which  are  presently  self-supporting  and  doing  well  from 
contributions  of  the  community — example:  Meals-on-Wheels  program,  Anderson 
County.  Rather  than  taking  government  handouts  all  programs,  when  possible 
should  be  encouraged  to  work  with  volunteer  help. 

This  letter  is  lengthy  but  I  hope  you  will  take  the  time  to  read  it  as  it  expressed 
not  only  my  opinion  but  that  of  many  people  who  do  not  take  the  time  to  express 
their  same  opinion  in  writing  or  are  unable  to  attend  a  meeting  one-hundred  or 
more  miles  away. 
Sincerely, 

Susan  H.  Pruitt. 

[Whereupon,  at  4:33  p.m.,  the  committee  adjourned.] 
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